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Abstract

This article examines the rationale for consolidating EU Member States’ position in the 
International Monetary Fund (IMF). Although a substantial amount of co-or di na tion 
already takes place, par tic u larly on issues related to the euro area and the single mon-
etary and exchange rate policy, co-operation between EU countries in the IMF remains 
a relatively new phe nom e non and divergences still prevail. The current in sti tu tion al 
set-up, whereby the 15 EU countries are spread in nine con stit u en cies, un der mines 
effectiveness. Al though there is scope for further im prov ing co-operation, there are 
natural limits to what can be achieved within the existing co-operation frame work. 
A single EU con stit u en cy would enable EU Member States to have a strong impact 
on IMF policies, potentially as strong as that of the US. However, this may not be an 
objective for all EU coun tries in the current conjuncture. 

Introduction

The creation of the euro and the discussion that took place in the Con ven tion 
on the Future of Europe have revitalized the debate on the role of the Eu-
 ro pe an Union in international fi nancial matters, in particular in the con text 
of the International Monetary Fund (IMF).1 Some have even suggested that 
* The views expressed in this article refl ect only those of the author. I would like to thank Vincenzo Zezza 
and Silvia Zucchini for their valuable comments and assistance, and Daniel Daco for providing some of 
the data used in the tables.
1 The issue of European representation in international fi nancial institutions (IFIs) has been explicitly 
discussed by the Convention (Conv. 161/02). The draft European Constitution approved by the Conven-
tion on the Future of Europe opens up new prospects for co-ordination and representation of EU countries 
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EU Mem ber States should merge their quotas in the IMF in order to be rep re -
sent ed as a single member. Such a merger would imply that the Fund would 
be transferred to Europe.2 

These proposals have partly grown out of the frustration experienced by 
European countries with IMF decision-making. Despite the fact that EU 
coun tries’ chairs hold over 30 per cent of the votes, nearly double the US, the 
EU’s infl uence on IMF matters is rather limited. An interest in ra tion al iz ing 
EU representation in international fora has also been voiced strongly out side 
Eu rope. Several emerging market countries, Japan and the US have oc ca -
sion al ly expressed the view that Europeans are over-represented (see, e.g., 
Van Houtven, 2002).

The issue of EU representation in the Fund was examined by Ecofi n, the 
EU Council of Finance Ministers, on two occasions in 2001–02. The main 
conclusion was that co-operation should be further intensifi ed, but the current 
institutional arrangements should continue to apply for the time being.

This article examines the rationale for consolidating the position of EU 
Member States in the IMF. It considers in particular whether the creation of 
EMU has provided additional grounds for moving in that direction. The start-
ing point of the analysis is the principle of subsidiarity, according to which EU 
Member States’ policy competencies should be allocated to the European lev el 
only if they cannot be performed effi ciently at the national level.3 

The article is organized into three main sections. The fi rst examines the 
cur rent situation in the IMF, where the 15 EU countries are represented in nine 
different constituencies. A substantial amount of co-ordination already takes 
place. In particular, on issues related to the euro area and the single monetary 
and ex change rate policy, euro area countries’ representatives speak with one 
voice. Sections II and III apply the principle of subsidiarity to IMF is sues. 
Two aspects are of relevance in the analysis: the heterogeneity of pref er enc es 
across countries on IMF issues, and the economies of scale and/or ex ter nal i ties 
that can be achieved by unifying representation. If economies of scale and/or 
ex ter nal i ties dominate, there might be a case for unifying rep re sen ta tion at the 

‘whose currency is the euro’ in the international fi nancial institutions (Art. III-81). As has been noted, the 
new provision represents progress in some respects, but can also be viewed as regressive in other respects 
(Kiekens, 2003).
2 The IMF statutes indicate that the institution is located in the country with the largest quota share. The 
relocation of the IMF would occur only if the EU Member States cease to be individual members of the 
Fund and the EU replaces them as an IMF member. In contrast, if the EU Member States maintain their 
individual membership in the Fund but join a single EU constituency, the United States would remain the 
member with the largest quota share. Therefore, in the latter case the IMF would continue to be located in 
the United States.
3 ‘In areas which do not fall within its exclusive competence, the Community shall take action, in accord-
ance with the principle of subsidiarity, only if and in so far as the objectives of the proposed action cannot 
be suffi ciently achieved by the Member States and can therefore, by reason of the scale or effects of the 
proposed action, be better achieved by the Community’ (Art. 3b of the Maastricht Treaty).
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IMF. If, instead, heterogeneity of preferences dominates, IMF-re lat ed policies 
are better dealt with at the national level (see Alesina et al., 2001). Section II 
ex am ines the degree of heterogeneity among EU Member States’ positions on 
IMF is sues. Section III examines the economies of scale that can be achieved 
through stronger EU representation on the IMF Board. 

I. The Current Situation

The System of Constituencies

Table 1 shows how the 15 EU countries are represented on the IMF Executive 
Board:

–  Germany, France and the United Kingdom each have a single chair; 
–  Italy, the Netherlands and Belgium lead their respective constituencies, 

where other countries participate. Greece and Portugal are members 
of the constituency chaired by Italy, together with Albania, Malta, San 
Marino and East Timor.4 Austria and Luxembourg are members of the 
constituency chaired by Belgium, together with other countries, such as 
Belarus, the Czech Re pub lic, Hungary, Kazakhstan, the Slovak Republic, 
Slovenia and Turkey.5 The Netherlands chairs a constituency mainly 
composed of West Balkan countries;

–     Sweden, Finland and Denmark are part of the Nordic-Baltic con stit u en cy, 
together with Norway, Iceland and the Baltic countries. The chair ro tates 
between the fi ve Nordic countries every two years;

–   Ireland is a member of the constituency chaired by Canada, which also 
includes countries mainly of the Caribbean region;6

–   Spain participates in a constituency together with Mexico, Ven e zue la, 
Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua, with the 
chair rotating every two years between the fi rst three countries.

The ten acceding countries are members of one of the above con stit u en cies, 
except for Poland, which participates in that led by Switzerland. 

Except for the countries holding a single chair, the current situation is the 
result of decisions made by each IMF member. Each constituency has its own 
de ci sion-making system, as allowed by the IMF statutes.7 The IMF statutes 
re quire the fi ve major countries to have single chairs.

Changes in constituency composition have occurred over time. For in stance, 
Spain participated in the constituency chaired by Italy until 1978, hold ing the 

4 Greece holds the position of Alternate Executive Director.
5 Austria holds the position of Alternate Executive Director.
6 Ireland holds the position of Alternate Executive Director.
7 The IMF statutes require the fi ve major countries to have single chairs. 
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Table 1: EU Constituencies in the IMF

EU Countries                                                                    Other Countries                                               Constituency Chair            Votes (%)

Germany (6.00)                                                                                                                                                              Germany  6.00

France (4.95)                                                                                                                                                                  France  4.95

United Kingdom (4.95)                                                                                                                                                 United Kingdom  4.95

Italy (3.26), Greece (0.39),                                   Albania (0.03), Malta (0.06), San Marino (0.02),                           Italy  4.19
Portugal (0.41)                                                      East Timor (0.02)                                                                             

Netherlands (2.39)                                                Armenia (0.05), Bosnia and Herzegovina (0.09),                            Netherlands  4.87 
                                                                              Bulgaria (0.31), Croatia (0.18), Cyprus (0.08), 
                                                                              Georgia (0.08), Israel (0.44), Macedonia (former 
                                                                              Yugoslav Republic of) (0.04), Moldova (0.07), 
                                                                              Romania (0.49), Ukraine (0.64)                                                       

Austria (0.87), Belgium (2.13),                            Belarus (0.19), Czech Republic (0.39), Hungary (0.49),                 Belgium  5.16
Luxembourg (0.14)                                             Kazakhstan (0.18), Slovak Republic (0.18), 
                                                                              Slovenia (0.12), Turkey (0.46)                                                         

Denmark (0.77), Finland (0.59),                          Estonia (0.04), Iceland (0.07), Latvia (0.07),                                  Rotating every two years 3.52
Sweden (1.11)                                                       Lithuania (0.08), Norway (0.78)                                                      between Denmark, Finland, 
                                                                                                                                                                                        Sweden and Norway 

Spain (1.41)                                                          Costa Rica (0.09), El Salvador (0.09),                                             Rotating between Spain, 4.29
                                                                              Guatemala (0.11), Honduras (0.07), Mexico (1.20),                       Mexico and Venezuela
                                                                              Nicaragua (0.07), Venezuela (1.24)                                                           

Ireland (0.40)                                                        Antigua and Barbuda (0.02), Barbados (0.04),                                Canada  3.72
                                                                              Belize (0.02), Canada (2.94), Dominica (0.02), 
                                                                              Grenada (0.02), Jamaica (0.14), St. Kittis and Nevis 
                                                                              (0.02), St. Lucia (0.02), St. Vincent and the Grenadines 
                                                                              (0.02)                                                                                                

                                                                              Azerbaijan (0.09), Kyrgyz Republic (0.05), Poland                        Switzerland  2.63
                                                                              (0.64), Switzerland (1.60), Tajikistan (0.05), 
                                                                              Turkmenistan (0.05), Uzbekistan (0.14)                                          

Source: IMF.                                                                                                                                                        
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position of Alternate Executive Director, but then decided to join the constitu-
ency of Mexico and Venezuela, holding the position of Executive Di rec tor 
every four years.

Single country constituencies are held by the United States (17.11 per cent 
of the votes), Japan (6.14), China (2.94), Russia (2.75) and Saudi Arabia (3.23). 
Overall, 184 countries are grouped together in 24 constituencies, some of which 
are composed of a relatively large number of countries.8 Each constituency can 
express only one view in the Board. Being a member of a constituency forces 
members to agree on a common position, or to abstain from voting.

The voting power of each country is determined mainly by the respective 
quota share, which is calculated on the basis of a set of formulæ combining 
the ability to contribute, i.e. national product, and the need for Fund re sourc es, 
calculated on the basis of countries’ vulnerability to external shocks linked, in 
particular, to openness to international trade (see IMF, 2001).

Co-operation among Constituencies

As in most public companies, individual shareholders have very little infl uence 
on decisions. Co-operation arrangements between shareholders are thus the 
key. In the IMF, such arrangements are based on two main criteria: country 
size and debtor/creditor position.

Country size is the main factor behind the Group of Seven (G-7),9 which 
holds around 47 per cent of the votes on the Board (Table 2). The fi nance 
ministers and central bank governors of the G-7 meet the day before the spring 
and annual meetings of the IMF and World Bank to discuss the main issues 
on the agenda and try to reach common positions. Proposals for reforming 
the international fi nancial institutions are generally initiated at G-7 meetings 
(see Group of Seven, 1999). The G-7 deputies, representing their respective 
fi  nance ministers, meet fre quent ly and hold teleconferences to review and 
dis cuss major systemic and country-specifi c issues, developing a consensus 
on the major topics dis cussed at the Board. The executive directors of the G-7 
countries ensure that the positions they take at the IMF Board are consistent 
with the prevailing G-7 consensus.

The Group of Ten (G-10) was created on the basis of both size and creditor 
po si tion. It groups together the major potential creditor countries, adding the 
Neth er lands, Belgium, Sweden and Switzerland to the G-7. The overall voting 
power of the G-10 constituencies covers 63 per cent of the votes. Although the 
Fund is known to be a co-operative institution which tries to reach de ci sions by 

8 The two African constituencies group together 21 and 23 countries each, representing 3.23 and 1.16 per 
cent of the votes, respectively.
9 The Group of Seven comprises Canada, France, Germany, Italy, Japan, the United Kingdom and the 
United States.
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Table 2:  Groupings’ Voting Power in the IMF (%)

Groups                                                                                Members                                                                          Votes of            Votes of 
                                                                                                                                                                                   Members      Constituencies

G-7              Canada (2.94), France (4.95), Germany (6.00), Italy (3.26), Japan (6.14),                                             45.35               47.06
                    United Kingdom (4.95), United States (17.11)                                                                                        

G-10            Belgium (2.13), Canada (2.94), France (4.95), Germany (6.00), Italy (3.26),                                        52.58               63.24
                    Japan (6.14), Netherlands (2.39), Sweden  (1.11), Switzerland (1.60), 
                    United Kingdom (4.95), United States (17.11)                                                                                        

G-11*             Argentina (2.00), Brazil (2.47), China (2.95), Egypt (2.95), Gabon (1.16), India (2.41),                       30.25               30.25
                    Indonesia (3.16), Iran (2.39), Saudi Arabia (3.24), South Africa (3.23), Venezuela (4.29)                     

G-20            Argentina (0.99), Australia (1.50), Brazil (1.41), Canada (2.94), China (2.94), France (4.95), 
                    Germany (6.00), India (1.93), Italy (3.26), Japan (6.14), Korea (0.76), Mexico (1.20),                                                    
                    Russia (2.75), Saudi Arabia (3.23), South Africa (0.87), Turkey (0.46)                                                  63.39               78.91

EU-15         Austria (0.87), Belgium (2.13), Denmark (0.77), Finland (0.59), France (4.95), Germany (6),             29.77               41.65  
                    Greece (0.39), Ireland (0.40), Italy (3.26), Luxembourg (0.14), Netherlands (2.39),                                                        
                    Portugal (0.41), Spain (1.41), Sweden (1.11), United Kingdom (4.95)                                                   

EU-25         Austria (0.87), Belgium (2.13), Cyprus (0.08), Czech Republic (0.39), Denmark (0.77),                      31.92               44.28
                    Estonia (0.04), Finland (0.59), France (4.95), Germany (6), Greece (0.39), Hungary (0.49),                                           
                    Ireland (0.40), Italy (3.26), Latvia (0.07), Lithuania (0.08), Luxembourg (0.14),                                                             
                    Malta (0.06), Netherlands (2.39), Poland (0.64),  Portugal (0.41), Slovak Republic (0.18),                                             
                    Slovenia (0.12), Spain (1.41), Sweden (1.11), United Kingdom (4.95)                                                   

Source: IMF. 
Note: * The G-11, composed of 11 IMF constituencies, is currently led by Saudi Arabia.                                                                            
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consensus and in the interest of all its shareholders, the fact that creditors hold 
a majority of the votes is crucial for the fi nancial viability of the institution.

Developing countries’ constituencies, which are also the main debtors, also 
co-operate actively on some key strategic issues. The Group of 11 (G-11) is 
made up of the chairs of most developing countries, summing up to almost 30 
per cent of the votes.

Co-operation between EU Countries

Co-operation between EU countries in the IMF is a relatively new phe nom e non. 
It is not based on the criterion of country size, since most EU coun tries have 
a relatively small share, but rather on a political motivation, fol low ing in par-
ticular the commitment made at the Vienna European Council to strength ening 
the EU’s role in international fora.10  

No change has occurred in the allocation of competencies between the 
national and the European level. One notable exception is the external repre-
sentation of the euro area. When issues related to the euro are discussed in the 
Fund, euro area countries speak with one voice. The chair representing the 
Presidency of the Eurogroup makes a statement on behalf of all the participat-
ing countries. The section of the statement dealing with the single monetary 
policy and ex change rate policy of the euro is prepared and agreed with the 
European Cen tral Bank (ECB). A representative of the ECB attends the Board 
meetings as an ob serv er when issues of pertinence to the euro are discussed, 
and assists the representative of the Eurogroup.

This arrangement is partly refl ected in other international fora, such as the 
G-7 or the G-20, where the President of the Eurogroup and the President of the 
ECB represent the euro area during the surveillance part of the meet ing.11

At the spring and annual meetings of the IMF, the fi nance minister hold ing 
the Presidency of the EU Council of Ministers gives a speech on behalf of the 
EU. The speech covers the main economic developments in Europe and other 
parts of the world, and strategic issues for the IMF. The speech is pre pared by 
the Economic and Financial Committee (EFC).12 It is discussed and approved at 

10 ‘It is imperative that the Community should play its full role in international monetary and economic 
policy co-operation within fora like the G-7 and the IMF’, European Council Conclusions, Vienna, De-
cember 1998.
11 This is the understanding which has led to the agreement in the G-7 for the organization of meetings of 
G-7 fi nance ministers and central bank governors, according to which discussions on multilateral surveillance 
are attended, on the euro area side, by the fi nance ministers of Germany, France, Italy and the Presidency 
of the Eurogroup and the President of the ECB, but not by the governors of the three respective national 
central banks. On issues not directly related to the euro area, the three governors attend, while the President 
of the ECB and of the Eurogroup leave. For the G-7/G-8 summit, and the preparatory meetings by fi nance 
ministers, the Presidency of the EU attends some parts of the meetings.
12The EFC is composed of high-level offi cials of fi nance ministries and central banks. The rep re sent a tives 
of the fi nance ministers of France, Germany, Italy and the UK are also the respective G-7 deputies.
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the informal meetings of the Council of EU Finance Min is ters (Ecofi n), which 
are also attended by central bank governors, taking place generally in April 
and September, prior to the spring and annual meetings of the IMF. 

The work of the EFC on IMF and related issues is prepared by a working 
group on IMF and related issues, set up in early 2001. The working group was 
transformed into a permanent sub-committee (SCIMF) in 2003. It is com posed 
of representatives of fi nance ministries and central banks of the EU Member 
States, plus the Commission and the ECB. A representative of the EU Presi-
dency on the IMF Board generally attends SCIMF meetings, to en sure consist-
ency with the co-ordination taking place among European rep re sent a tives in 
Washington. SCIMF conducts work on a series of issues dis cussed at the IMF 
Board, and prepares common understandings endorsed by the EFC and Ecofi n. 
Common understandings have been pro duced on issues such as private-sector 
involvement in crisis prevention and resolution, access limits to Fund resources, 
streamlining of IMF conditionality, co-operation between the IMF and the 
World Bank, the role of the Fund in the poorest countries, IMF surveillance 
and highly indebted poor countries. Common views have also been pro duced 
on issues related to development fi nance, related in particular to the Monterrey 
and Johannesburg Conferences on sustainable development that took place 
in 2002. These documents were used by EU countries’ rep re sent a tives in the 
Fund (EURIMF) as a basis for their co-operation and were trans mit ted to the 
Fund staff with a view to contributing to the shaping of the debate in the Fund 
and in other fora such as the G-7. Recently, selected coun try programmes have 
also been discussed in SCIMF and the EFC. 

The Presidency of EURIMF has also established direct links with the Fund 
management and staff, with a view to contributing to the Fund agenda and to 
pushing forward EU views.

To sum up, the current situation can be characterized as one of increasing 
co-operation on an ad hoc, informal basis. There is no ex ante commitment to 
achieve and defend common positions. Co-operation remains focused on broad 
issues considered strategic to the Fund. In specifi c country cases, in par tic u lar 
on emerging market programmes, co-ordination is still limited. This is a key 
difference from the G-7, which aims at building consensus not only on gen er al 
policy issues but also in specifi c cases where major Fund pro grammes are at 
stake. Such co-operation provides the G-7 with a key role as in ter loc u tor of 
the Fund staff and management. 
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II. Do EU Countries have Common Views on IMF Issues? 

A similarity in objectives and views on the key policy issues is a crucial pre-
 req ui site to ensuring that co-operation would lead to a stronger EU role in the 
Fund rather than to watered-down positions and thus reduced infl uence.  

The Role of the Fund in the International Financial System

The main reason for divergences of views between EU countries in the IMF 
derives chiefl y from the different importance given to international fi  nan cial 
issues in the respective countries. Typically, large countries (where size does 
not depend only on the weight of the economy but also on the in ter na tion al 
exposure of the private sector) tend to see IMF matters as close ly re lat ed to 
their domestic political agenda. They are thus keen to play an active role in the 
IMF and are keener to infl uence the decision-making. For smaller coun tries, 
participation in the IMF tends to be rather distant from domestic po lit i cal is-
sues. This leads to a hands-off approach to the day-to-day business of the Fund, 
delegating decisions to the management or the Executive Di rec tor.

 The different political interest in international fi nancial issues makes it 
diffi cult to achieve in the EU the same type of commitments as in the G-7. 
Several EU fi nance ministers do not attend the spring or annual meetings of 
the IMF and World Bank. In several EU countries, the competence for these 
matters is delegated to the central bank. 

In certain EU countries, not being a key player in the international com-
 mu ni ty is sometimes considered as an advantage. It has been claimed by some 
that a strong European voice could be damaging, not only for the country itself 
but also for the IMF as an institution. A single EU chair in the IMF could imply 
a polarization in the Board with the US, with a shared veto power on the most 
important decisions, and creating tensions with less developed coun tries, which 
would in turn try to co-ordinate more intensively. 13 Ac cord ing to this view, 
this could undermine the co-op er a tive nature of the Fund, and thus impair its 
effectiveness. 

Coeuré and Pisani-Ferry (2000) also attribute the lesser interest of Europe 
in IMF issues to European academic circles. Comparing the annual meetings 
of the American Economic Association with those of the European Eco nom ic 
Association, it can easily be seen that US academics are much more involved 
in discussing IMF and related issues. 

Aside from the differences, EU countries tend to have a common view on 
the role to be played by the Bretton Woods institutions, deriving from their 
democratic legitimacy and universal representation, in addressing issues of 

13 In particular the US and the EU chair together would also have veto power on decisions requiring a 70 
per cent qualifi ed majority.
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interest for the international community. The US, Japan and some emerg ing 
market economies have at times promoted other fora for discussing major issues 
affecting the International Financial System (IFS). The reason, in their view, 
is that not all players are adequately represented in the IFIs and the existing 
groupings such as the G-10. In this context, the Group of 22 was launched in 
1998 to assess the effects of the Asian crisis and propose rem e dies. The G-22 
evolved into a G-33 in 1999 and fi nally the G-20 in 2000 (Table 2). 

Multilateral Surveillance

European countries share a common interest in multilateral surveillance, as 
they are affected by developments in other areas of the world, be it the US, 
Japan or emerging market countries. This is especially the case for the euro 
area, which is increasingly seen as an economic and political entity with a 
strong impact on the rest of the world. The IMF World Economic Outlook, for 
instance, treats the euro area as a whole. 

EU countries, in particular those of the euro area, share common views on 
the world economy. The EFC regularly prepares common understandings on 
the US and Japanese economies, which are used to pre par e G-7 meetings, and 
also by EURIMF to co-ordinate positions in the Board. At Board meet ings, the 
EURIMF Presidency makes an introductory state ment on issues re lat ed to the 
world economy and the major economies that refl ects the com mon view.

Overall, multilateral surveillance is an area where EU countries tend to ex-
press common views. However, this is also an area whose relative im por tance 
in Fund activities has decreased over time. Other functions, which will be 
considered below, have become more important in the light of the in te gra tion of 
fi nancial markets and the emergence of new players in the world econ o my. 

Crisis Prevention and Resolution

Europe as a whole is as exposed to international fi nancial crises as the US, 
although not in the same proportion across countries. For instance, the four 
largest EU countries contributed fi nancially as much as, if not more than, the 
US to sup port Korea and Brazil ($6 and $7 billion respectively, against $5 bn 
by the US; see Table 3).

In the aftermath of the Asian crisis, criticisms have been made of the role 
played by the Fund as lender-of-last-resort to bail countries out. EU coun tries 
have been at the forefront of such criticism, pointing to the need to in volve 
the private sector to fi nance part of external imbalances. The issue of private 
sec tor involvement (PSI) has been brought on to the agenda of the Fund and 
the G-7 mainly by EU countries. Two documents have been produced on this 
issue by the EFC, feeding the debate within the Fund.
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Table 3:  Financial Support ($US bn)  

                     Indonesia  Korea         Thailand   Brazil
                         1997            1997            1997    1998

IMF                                 10.1                  21.1                    4.0                  18.1

WB and MDBs                 8.0                    0.6                    0.1                    9.0

Bilateral, of which:         19.8                  21.1                  10.5                  14.5
   USA                               3.0                    5.0                    5.0                    5.0
   Japan                              5.0                  10.0                    0.2                    1.3
   EU:                                                         6.0                    5.0                    7.0
      UK                                                      1.3                                            1.3
      Germany                                             1.3                                            1.3
      France                                                 1.3                                            1.3
      Italy                                                     1.3                                            0.8

Total                                37.9                  58.4                  17.2                  41.0

Source: Bini Smaghi (2000).

Without going into details, PSI represents a clear example of how EU 
coun tries can express common positions on key strategic issues for the Fund. 
How ev er, differently from the G-7, EU countries have expressed little interest 
in trying to co-ordinate views on specifi c country programmes and fi nancing. 
As a result, views have at times differed on how the private sector has been 
involved in specifi c country cases such as Argentina. 

There may be several reasons for such differences of views. The fi rst is the 
degree of involvement in the Fund decision-making process, as indicated above. 
Larger countries, involved in the G-7, tend to have a more dis cre tion ary, case-
by-case, implementation of agreed principles. Smaller countries tend instead 
to follow a rule-based approach. A second factor is the political rel e vance of 
programme countries for the different constituencies. Geo-political considera-
tions do matter in Fund decisions. The question is whether EU coun tries have 
suffi cient common geo-political positions to co-ordinate in the Fund or whether, 
in specifi c cases, they may fi nd it more effi cient to act alone. In specifi c cases,  
some EU countries may have special interests and thus be induced to hold dif-
ferent positions from those of other Europeans. As co-operation in the fi eld of 
foreign policy intensifi es in the EU, it will be easier to develop common views 
on specifi c country pro grammes. The experience of the Monterrey and Johan-
nesburg summits has shown that common positions taken by EU foreign affairs 
ministers in in ter na tion al policy fora strengthen co-operation between fi nance 
ministers on in ter na tion al fi nancial matters. Common EU geo-political interests 
are bound to create the conditions for common positions in the IFIs.
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The Role of the Fund in Poor Countries

EU countries provide over 50 per cent of the fi nancial assistance to the poor est 
countries. The European Development Fund gives over €3 bn every year to 
the countries of the Lomé-Cotonou Agreement, more than the IMF. Further 
assistance is provided through the European Investment Bank or the Eu ro pe an 
Commission, for instance in the form of macro-fi nancial as sist ance. Overall, 
this assistance is larger than that provided by the World Bank.

EU fi nancial support is based on a common political strategy, linked to 
the programmes developed by the IMF and the World Bank, in particular the 
poverty reduction strategy papers. Again, some EU countries may have a spe-
 cifi  c interest in some IMF-assisted countries or regions. It remains to be seen 
whether these specifi c interests can be promoted more effi ciently by acting 
alone than by fostering a common position by the EU.

III. The EU in IMF Decision-making 

The Advantages of Co-ordination in the IMF

This section looks at the second part of the subsidiarity test, examining wheth er 
EU countries are effective in pursuing their objectives in the IMF within the 
existing co-operation mechanism, and whether there is scope for further syn-
ergies.

The IMF is an institution which tends to decide mainly by consensus. In 
general, countries or constituencies can achieve very little by themselves and 
have very little decision-making power. This is the reason why coalitions and 
co-operation agreements tend to develop, grouping together countries with 
similar objectives. This applies also to the largest shareholder, the US, which 
benefi ts from a veto power on key issues where a qualifi ed majority is re quired 
(85 per cent), but cannot alone impose decisions on the rest of the institu-
tion. One important way for the largest shareholders to infl uence de ci sions is 
through a constant dialogue with the management and the staff, to push ideas 
and pro vide political input.

Co-ordination with other constituencies on key issues is essential to in-
 fl u ence Fund decisions. All large countries participate in some form of agree-
 ment. Countries that are outside established co-ordination agreements tend to 
have little impact. 

As far as EU countries are concerned, the key issue is whether they could 
be more effective by further strengthening intra-EU co-ordination. A related 
question is whether strengthened EU co-ordination would be compatible or 
inconsistent with other co-operation agreements such as the G-7.



241

© Blackwell Publishing Ltd 2004

A SINGLE EU SEAT IN THE IMF?

The Limits of Ad hoc Co-ordination among EU Countries

Even if EU countries agreed on all issues related to IMF activities, the current 
institutional set-up, whereby the 15 EU countries are spread in nine con stit u-
 en cies, undermines effectiveness. There are various reasons for this.

First, in the present IMF constituency system some EU countries, like Ire-
 land or Spain, are in a minority position in their own constituencies, and thus 
have a diffi cult task in pushing forward a European position when the latter 
differs substantially from those of the other members of the constituency. One 
example is the discussion that took place at the Board in early 2003 on the 
proposal for a sovereign debt restructuring mechanism (SDRM). While EU 
countries gave strong support to the proposal, as expressed in several common 
understandings and EU speeches, the constituency in which Spain belongs op-
posed it, as the negative views of the other members, in particular Venezuela, 
Mexico and Colombia, prevailed.

Diffi culties in co-operation between European countries arise also from 
the participation of countries that receive substantial fi nancial support in 
Eu ro pe an constituencies, notably those chaired by Belgium and the Neth er -
lands. The position of the borrowing members of the constituency cannot be 
ig nored when fi nancial issues such as access quotas, repayment conditions, 
in ter est rates, penalties, etc. are discussed. The same applies for issues such 
as the role of the Fund in protecting the integrity of the international fi nancial 
system against money laundering, or the fi nancing of terrorism, or on ques-
 tions related to crisis resolution or the Fund’s transparency policy. A recent 
example was the decision taken by the Board in July 2003 on the pub li ca tion 
of surveillance reports that are the core of IMF activity for crisis prevention. 
While most EU members supported the idea that the reports should be pre-
 sump tive ly published, the constituencies chaired by Belgium and Spain were 
not able to support this position.

Mixed constituencies, which include both creditor and debtor countries, are 
considered to play a special role in the IMF as they contribute to re in forc ing 
the co-operative nature of the Fund (Mahieu et al., 2003). The par tic i pa tion 
of non-EU countries in EU constituencies, or vice versa, may also be a way to 
enlarge the basis for consensus around EU positions. However, these advan-
tages are rather limited and are counterbalanced by the fact that EU positions 
tend to be less co he sive. The supposed special role of ‘mediation’ that mixed 
constituencies might have in a co-operative institution like the Fund is not 
borne out by evidence. It is generally the management which plays such a role 
when shareholders have split views. Alternatively, it is the constituencies with 
different opinions who try to fi nd a compromise. For in stance, on the issue of 
transparency, the so lu tion came from a negotiation between the G-11 and the 
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G-7. Furthermore, the leverage that can be obtained from mixed constituen-
cies depends on the rel a tive position of EU countries within these constituen-
cies. The votes that can be mobilized by con stit u en cies where EU countries 
participate sum up to 41.65 per cent of the total, nearly 12 percentage points 
more than the sum of EU countries’ votes alone (Table 2). However, excluding 
the constituencies that are led by non-EU coun tries or where the latter have 
fewer than one-third of the votes (those of Ireland and Spain), the sum of EU 
constituencies’ votes falls to 33.64, only 4 percentage points higher than the 
sum of EU countries’ votes. Finally, in the constituency led by the Netherlands, 
the latter is the only EU country, with slightly less than half the voting power, 
and it can thus hardly ignore the other countries’ positions.

Overall, the leverage that can be gained by incorporating non-EU coun tries 
in EU constituencies seems rather limited. What matters in an institution like 
the IMF, which tends to decide mainly on the basis of consensus, is the strength 
and cohesion of coalition agreements, rather than the overall size of a constitu-
ency voting power. That is the reason why the US and the G-11 tend to have 
more impact on IMF decisions than the EU. The US are also able to express 
consistent positions and to infl uence decisions before they are pre sent ed to the 
Board. This is the reason for the infl uence of the G-7, which holds a constant 
dialogue with the Fund staff and management.

Another reason for the weakness of EU co-ordination in the existing in sti -
tu tion al context is the segmentation of EU representation on the Board, which 
creates strong incentives for differentiation, even when there is fun da men tal ly 
a common underlying view. If only the Presidency of the EURIMF in ter venes 
on key issues, as is currently the case when euro-related issues are discussed, 
there is little scope for the other EURIMF to participate in the meetings, unless 
they differentiate their position slightly from that ex pressed by the Presidency. 
This creates a negative incentive, at the political and bu reau crat ic level, to 
achieve common EU positions on the Board. In ci den tal ly, the repetition of 
similar positions by different EURIMF at Board meetings tends to irritate 
other members of the Board. 

The current system of representation encourages countries to look for ex-
 tra-EU co-operation arrangements. In particular, the diffi culties experienced 
in co-ordinating EU positions induce the four large EU countries to maintain 
their links with other G-7 countries.

The opposite argument has also been made, i.e. that the participation in the 
G-7 by the four large EU countries is an obstacle to EU co-ordination. How-
ever, EU co-operation cannot be an alternative to G-7 co-operation, since EU 
countries alone do not have a majority in the Fund. Co-operation with the other 
major shareholders, in particular the US and Japan, will always be need ed. EU 
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co-operation is, rather, a way to increase the weight of EU countries within 
the G-7 co-ordination process, and to increase the weight of the G-7 itself. 
EU co-operation must thus be consistent with G-7 co-operation. It requires 
will ing ness to compromise with non-EU countries, something that not all EU 
countries are always able to achieve.

Another problem with the existing system of EU representation in the IMF 
derives from the lack of continuity over time, especially in dialogue with the 
Fund management. With the EU Presidency changing every six months, it is 
diffi cult to sustain a consistent dialogue between the IMF staff and man age ment 
and EU representatives. The fact that IMF issues are rarely dis cussed among 
EU fi nance ministers and central bank governors further limits the ability to 
shape consistent EU policies. It is a surprising fact that G-7 fi nance ministers 
and central bank governors meet more often (at least three times a year) than 
their Europeans counterparts do to discuss international issues.

To sum up, EU co-ordination has intensifi ed but there are limits to further 
co-operation as long as representation remains segmented. Indeed, the in sti -
tu tion al framework infl uences the contents of co-ordination. 

A Single EU Constituency

Constituencies in the IFIs are established through a system of self-de ter -
mi na tion. If EU countries decided to join the same constituency, it would 
be dif fi  cult to prevent them from doing so. The statutes of the Fund indicate, 
how ev er, that the fi ve largest shareholders should be represented individually. 
A change in the statutes would thus be required. This would presumably also 
entail a recalculation of the quota and voting share of the new con stit u en cy 
and a reallocation of quotas and votes to other members.14 It would be unlikely 
that the single EU constituency maintain the same voting power as the sum of 
the current country votes, which is nearly twice as large as that of the US and 
is already considered excessive by other members. 

The variables currently used for the calculation of country quotas could 
be used for the EU as a whole. For instance, the indicator of openness, which 
is used to model countries’ vulnerability to external shocks, could exclude 
in tra-EU trade. This would make sense since, with the creation of the euro, 
in tra-area payments cannot be considered a factor of vulnerability. Ac cord ing 
to these calculations, an EU constituency with 25 members could have 19–20 
per cent of the votes (Table 4).

The difference would mainly be allocated to the US, Japan and some emerg-
ing market economies that are under-represented in the present distribution 

14 The fi nancial implications of a single EU chair at the Fund have been explored by Mahieu et al. 
(2003).
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Table 4:  EU 25 Countries’ Quotas and Voting in the IMF   

           Calculated     Actual    Votes     Excluding Intra-EU25 Trade
              Quota         Quota                  Calculated     Votes

a
         Votes

b 

         Quota

Germany              8.93            6.09            6.00            6.03            4.05           1.75

France                  5.53            5.02            4.95            3.65            3.27           1.75

UK                       4.95            5.02            4.95            3.40            3.40           1.75

Italy                      4.15            3.30            3.26            2.85            2.24           1.75

Netherlands          2.81            2.42            2.39            1.27            1.08           0.78

Belgium               2.41            2.15            2.13            0.84            0.74           0.73

Spain                    2.06            1.43            1.41            1.39            0.95           1.63

Sweden                1.25            1.12            1.11            0.77            0.68           0.60

Austria                 1.27            0.88            0.87            0.63            0.43           0.60

Denmark              0.99            0.77            0.77            0.50            0.39           0.42

Finland                 0.63            0.59            0.59            0.36            0.34           0.42

Portugal                0.55            0.41            0.41            0.29            0.22           0.72

Ireland                  0.60            0.39            0.40            0.25            0.17           0.42

Greece                  0.38            0.39            0.39            0.28            0.29           0.73

Luxembourg         0.29            0.13            0.14            0.05            0.02           0.24

Poland                  0.48            0.64            0.64            0.29            0.39           1.63

Czech Republic    0.32            0.38            0.39            0.14            0.17           0.72

Hungary               0.30            0.49            0.49            0.16            0.26           0.72

Slovak Republic   0.14            0.17            0.18            0.06            0.08           0.42

Slovenia               0.14            0.11            0.12            0.05            0.04           0.24

Cyprus                  0.06            0.07            0.08            0.03            0.04           0.24

Lithuania              0.06            0.07            0.08            0.04            0.05           0.42

Malta                    0.06            0.05            0.06            0.02            0.02           0.18

Latvia                   0.05            0.06            0.07            0.02            0.03           0.24

Estonia                 0.03            0.03            0.04            0.01            0.01           0.24

Euro area 
(12 countries)     29.61          23.20          22.94          17.89          13.80         11.52

Total EU-25       38.44          32.16          31.92          23.38          19.34         19.34

United States      17.11          17.38          17.11          21.28          21.28         21.28
Japan                  10.12            6.23            6.14          12.59            7.64           7.64

Other                  35.95          46.28          46.98          42.75          51.74         51.74

Notes: 
a
 Calculated on the basis of the same meth od as that for other IMF members.  b
 Cal cu lat ed on the basis of the cur rent voting system in the EU Coun cil as defi ned in Nice  

   (December 2000).
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of quotas, in the sense that it does not refl ect their current economic weight 
in the world economy.15

The reduction in the voting share of EU countries would be compensated 
for by the fact that the EU constituency would, as a whole, not only be the 
largest, but would also have a veto power, similarly to the US. The decision-
making system of the EU constituency would have to be defi ned. Different 
mech a nisms can be envisaged: the most logical is the voting system of the EU 
Council. In that case, the smaller countries, such as Poland and Spain, would 
have a net gain (Table 4). This derives from the fact that the EU voting system 
at tributes more voting power to small countries compared to the IMF system, 
largely based on GDP and international trade.

The creation of a single EU constituency would have implications for oth er 
groups, bearing in mind that a certain number of non-EU countries that currently 
participate in constituencies with EU Member States would be compelled to 
join other groups. It would also imply changes on the Executive Board, depend-
ing on the solution adopted to reallocate the number of ap point ed Executive 
Directors given up by EU members. 

In the EU, the creation of a single chair would raise three main issues: 
legal/institutional, organizational and political. From a legal/institutional point 
of view, the creation of a EU constituency can be achieved in two different 
ways: through an intergovernmental agree ment between the Member States, 
or through a change in the EU Treaty. 

In the fi rst option, the participation in the Fund would remain a national 
com pe tence. Representation would be defi ned through an intergovernmental 
agree ment, similar to those governing other constituencies. This would not be 
a novelty for at least 12 of the 15 EU countries which are already members 
of multi-country constituencies. For the three countries which have a single 
con stit u en cy such a decision might have to be submitted to their respective 
Par lia ments.16 This solution would preserve the existing mechanisms of na-
tional accountability, through which fi nance ministers report to Parliament on 
the positions taken on the IMF Board. 

The creation of an EU constituency based on individual mem ber ship would 
not alter the position of the US as the largest individual mem ber of the IMF. 
Indeed, each EU Member State would continue to hold its quota share. On 
the Board, however, the Executive Director representing the EU constituency 
would express a total amount of votes equal to the sum of the votes of the 
individual EU Member States participating in the EU con stit u en cy. There fore, 

15 This can be measured by the difference between calculated quotas and actual quotas. This difference is 
particularly relevant for emerging market economies in Asia, and also for Turkey.
16 In other international institutions, such as the regional development banks (Asian Development Bank, 
Inter American Development Bank, African Development Bank), France, Germany and the UK are members 
of multi-country constituencies.
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while the EU constituency would cast the largest voting power on the Board 
the United States, as an individual member of the Fund, would con tin ue to be 
the member with the largest quota in the Fund.17 There fore,  the creation of 
an EU constituency would have no implications for the location of the Fund 
that, according to Article XII, section 1, of the IMF statute, will ‘be located in 
the territory having the largest quota’.

In the second option, the competence over IMF issues would be trans ferred 
to the EU. This would require a change in the EU Treaty. The role of the 
various EU institutions, in particular the Council, the Commission and the 
Parliament, would have to be clarifi ed. On the basis of existing procedures, 
the Com mis sion would have the right of proposal, while the Council would 
take de ci sions. A voting system in the Council would have to be defi ned, for 
instance with qualifi ed majority voting. The European Parliament would have 
to be consulted on key strategic issues and be involved in ensuring ac count a -
bil i ty. The Commission would have a role as executive branch, and thus in 
rep re sent ing the EU positions. 

From an organizational point of view, the procedure for the nomination of 
members of the offi ce of the executive director would have to be decided. In ad-
dition to the Executive Director and its alternate, advisers and assistants would 
have to be nominated. Presumably, a position in the EU offi ce would have to be 
reserved for the ECB. In addition, a mechanism for ensuring adequate support 
and guidance on the positions to be taken at the IMF Board on behalf of EU 
coun tries would have to be organized in Europe. The EFC (and SCIMF) would 
be in charge of this task, referring to Ecofi n on the most important issues. To 
ad dress the most urgent topics, the EFC would resort to teleconference sys tems 
and ad hoc meetings, as is currently the case in the G-7.

From a political point of view, the creation of an EU constituency in the 
IMF would entail a much greater involvement of Ecofi n in IMF issues. The 
representation of the EU in the IMF and other fora would require greater 
continuity, rather than rotation every six months as in the current system. A 
representative from Ecofi n on international issues could play such a role, sim i lar 
to that played by Javier Solana in the General Affairs Council. 

The creation of a single EU constituency would entail changes also in EU 
external representation in other institutions, fora and groupings, such as the 
World Bank, the G-7 or the G-20. In the G-7, there would be little scope for 
having the four largest countries continue to attend, together with the gov er nor 
of the respective central bank.
17 The US quota would continue to be well above the quota pertaining to any EU country. As was pointed 
out in footnote 2, a change in the location of the Fund could be envisaged only if the EU itself were to 
becomes an IMF member, instead of its individual member countries. However, this is only a theoretical 
hypothesis given that EU membership would require a change in the Articles of Agreement, and that the 
US would probably veto a change that could move the institution outside its territory. 
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Conclusions

The issue of a single EU seat in the IMF is not on the agenda for the im me di ate 
future, although many observers, academics and even fi nance ministers, would 
agree that, sooner or later, this might happen. What could be the rea sons for 
Europe making such a step forward? What could be the political and institu-
tional implications on Member States’ sovereignty?

The creation of the euro is not in itself a strong argument for unifying EU 
representation in the IMF because the main focus of IMF activities has shift ed 
from exchange rate surveillance to the stability and integrity of the in ter na tion al 
fi nancial system. EU countries have become aware that the role they are able 
to play in international issues is relatively limited compared to their overall 
size and fi nancial contribution. This has led EU countries to broad en the range 
of issues on which they co-operate to cover international aid and fi nancial 
assistance, the fi ght against money laundering and the fi  nanc ing of terrorism 
and the promotion of fi nancial stability. All these areas are closely interlinked 
with the work of the IMF.  

There is scope for further improving co-operation. However, there are nat-
 u ral limits to what can be achieved within the existing co-operation frame work. 
A single EU constituency would enable EU Member States to have a strong 
impact on IMF policies, potentially as strong as that of the US. How ev er, this 
may not be an objective for all EU countries. Some countries might prefer 
to keep the current system of representation, which gives some vis i bil i ty to 
na tion al representatives.

If EU countries wish to improve their collective infl uence in international 
issues and the IMF, some institutional changes in the way European in ter ests are 
represented and promulgated may be necessary. Institutional chang es re quire 
two main forces: vision and political leadership. This article is a con tri bu tion 
to the former, in the expectation that the latter will soon emerge. 
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