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Since 2008, the global economic crisis has dominated discussions across the Atlantic as leaders in the United
States and European Union implement policies to lead their economies out of upheaval.  Both the U.S. and
EU—and within the EU, Germany—are looked to for leadership even as they face high unemployment,
deficits, and discord at home. To cope, international fora such as the G20 and the International Monetary Fund
(IMF) are becoming important venues for crafting international macroeconomic policy.

Some have questioned whether the transatlantic alliance will continue to play a crucial role for the world
economy in light of its ongoing crises and growing importance of emerging countries.  This Policy Report
argues that transatlantic cooperation is still essential and must be expanded, despite current differences in
policy. The authors address the differences in the American and European policy responses to the economic
crisis, discussing how the current upheaval in the eurozone affects policies within the EU, between the U.S.
and EU, and EU positions in international meetings.  By addressing the role of the G20 and IMF lending reform,
the authors demonstrate that, if we are to reach some form of consensus in the coming years, then transat-
lantic cooperation will be essential. 

AICGS is grateful to Katharina Gnath and Claudia Schmucker for sharing their insights and to the German
Academic Exchange Service (DAAD) for its generous support of this Policy Report.  We would also like to
thank Jessica Riester for her work on this publication.

Jack Janes
Executive Director
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SUMMARY OF MAIN FINDINGS

 The global economy is facing turbulent times: The
triple crisis in the eurozone and the danger of a
double dip recession in the United States have made
clear that the major risks for the global economy are
currently located in the North Atlantic region. As such,
there is increasing pressure on the transatlantic part-
ners to solve their immediate economic problems,
and calls for more international macroeconomic coop-
eration have increased. The most important venues
for debates on international macroeconomic policy-
making are the G20 and the IMF.

 This Policy Report analyzes the transatlantic posi-
tions, roles, and relations in three “hot topics” of inter-
national macroeconomic policymaking. The issues
range from immediate rescue measures after the initial
financial crisis to more long-term macroeconomic
challenges, such as global imbalances and the reform
of the international monetary system.

 At the onset of the crisis, the transatlantic partners
were united in their efforts to fight a global recession
and to restore confidence in the markets in the
context of the G20. Yet, over time, the United States
and European countries have drifted apart in their
macroeconomic policy strategies. The main chasm
lies between prioritizing policy measures that focus on
demand growth versus those that focus on stability as
a means to restore confidence to make the world
economy more stable in the long-run. 

 The U.S. administration—driven by the upcoming
presidential election in 2012—is mainly interested in
boosting demand at home and abroad and is thus
opposed to fiscal austerity measures. A related
interest lies in reducing the large global current
account imbalances and in revaluing currencies such
as the Chinese renminbi to improve U.S. competi-
tiveness.

 Germany, in contrast, perceives public debt as the
main challenge of the present crisis and is generally
in favor of market-based approaches to curbing
volatility. As a consequence, it does not support
further stimulus initiatives and is reluctant to “bail out”
countries with unsound finances through global
systemic insurance mechanisms or further IMF credit
lines. 

 France has lately shared Germany’s policy stance
toward fiscal consolidation because of its own wors-
ened fiscal position. Yet, it is generally much more
supportive of “grand reform schemes” in international
macroeconomic policymaking, such as the reform of
the international monetary system, and the creation of
insurance mechanisms against volatility and conta-
gion.

 The European countries differ in their views on the
“hot topics” of international macroeconomic policy-
making. Despite a high degree of procedural coordi-
nation among EU and especially eurozone members,
countries still pursue their national interests in macro-
economic and financial issues. They are often not
willing to sacrifice their positions in favor of a common
European view, making transatlantic cooperation yet
more cumbersome.

 Despite the increasing importance of emerging
countries in global economic governance, the transat-
lantic partnership is still crucial to the world economy.
Transatlantic cooperation on macroeconomic policy
therefore needs to be increased, for example by
establishing a regular transatlantic macroeconomic
dialogue at the highest political level.
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The Global Economy at Risk: A Troubled
Europe Meets a Flagging U.S. Economy

2011 has been a year of discontent for Europe. Bad
news is coming thick and fast about what now
appears to be a triple crisis—a crisis of sovereign
debt, a financial crisis, and a political crisis about the
European project. The potential bankruptcy and the
political and economic upheaval of the eurozone
member Greece are worrying the markets as much as
policymakers. With Italy’s fragile economic and polit-
ical situation, the downgrade of Spanish bonds and
threats by the big rating agencies to revoke the AAA
rating of eurozone members, the sovereign debt crisis
has reached the core of the eurozone. Economic
confidence in Europe is dented, and prospects of
low growth in many European economies could
further draw down public and private finances in the
near future.1

The deteriorating sovereign situation and the confi-
dence shock have put the financial sector under
renewed stress: European banks have suffered from
the major stock market decline in the second half of
2011 and are, again, less willing to lend to each other.
With the prospect of a Greek default (and potentially
of other eurozone countries), it has become obvious
that many European financial institutes will need a
major recapitalization.2

Last but not least, the crisis has an acutely political
dimension. The governance system and the rules and
institutions of the European Monetary Union are being
put to the most important test to date. European poli-
cymakers have been in crisis mode for months and
have initiated an unprecedented amount of crisis
summits and reform initiatives at the European level—
often in the face of high political controversy and

imminent political stalemate. The crisis has even taken
a toll on national European governments. The euro
crisis and the rocky path toward ratifying European
rescue measures has—directly or indirectly—brought
down the governments of Ireland (February 2011);
Portugal (June 2011); Slovakia (October 2011); and
Greece, Italy, and Spain (November 2011). 

Despite some cautious signs of recovery,3 the
economy of the United States is also in a fragile state,
facing high and persistent deficits and an increasing
debt ratio. The deal on lifting the U.S. debt ceiling that
was struck at the last minute between the adminis-
tration of President Barack Obama and the U.S.
Congress in the summer of 2011 was only a tempo-
rary solution. The bipartisan congressional super
committee that was mandated to agree on a $1.2 tril-
lion deficit reduction package by late November 2011
failed to reach an understanding—with, as yet,
unknown implications for overall U.S. fiscal policy. In
its 2011 World Economic Outlook (WEO), the
International Monetary Fund (IMF) therefore
concluded that: “There is a serious risk that hasty
fiscal cutbacks will further weaken the outlook without
providing the long-term reforms required to reduce
debt to more sustainable levels.”4 Moreover, the polit-
ical standoff raised uncertainty about the U.S.
economic policymaking capacity—uncertainty that
will only increase in the run-up to the 2012 presi-
dential elections, in which cross-party bargains and
new policy initiatives will become less likely as the
campaign proceeds. With continuing negative news
from the housing market5 and high levels of unem-
ployment (around 9 percent in late 2011), the United
States is—in purely economic terms—in worse shape
than many of the big eurozone countries.6

The danger of a European credit crunch and
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protracted rates of low growth have increased the
possibility of a spill-over of the crisis beyond Europe.
The outgoing president of the European Central Bank
(ECB) Jean-Claude Trichet therefore warned in one
of his last public appearances of the “systemic dimen-
sion” of the crisis.7 The IMF has classified the sover-
eign debt crisis in the eurozone, together with the
fragile banking system, as currently the single most
important risk for the global economy.8 And according
to Martin Wolf, the influential economics commentator
of the Financial Times, the worsened euro crisis could
even be the “epicenter of an aftershock of the global
financial crisis that could prove even more destructive
than the initial earthquake.”9 Similarly, a fragile
American economy implicates the global economy
negatively. Next to the crisis in the eurozone, the IMF
considers a flagging U.S. economy the second
biggest downside risk to global growth. The Fund
thus concludes in its 2011 WEO report: “Either one
of these eventualities would have severe repercus-
sions for global growth.”10

Your Currency, But Our Problem, Too:
Transatlantic Interdependencies

Given the high degree of interdependence between
the European and U.S. economies, the United States
is especially affected by the euro crisis: U.S. export in
goods to the European Union stands around 19
percent of total goods exported; over $410 billion in
goods and services exports went to the EU in
2010.11 Moreover, U.S. companies are engaged in
Europe with over $1.4 trillion in foreign direct invest-
ment.12 A European economy in recession—with
lower business and consumer confidence—would
thus damage the U.S. economic recovery. Yet, finan-
cial interdependence outstrips the transmission chan-
nels of the real economy: U.S. banks are exposed in
the order of $2.7 trillion in loans and other commit-
ments to eurozone governments, banks, and corpo-
rations (largely in France and Germany), which
amount to almost 30 percent of total U.S. exposure to
foreign counterparts.13 Thus, a financial crisis in
Europe would hit the U.S. financial sector decisively.
The combined effect of the different transatlantic
economic channels threatens to push the already
suffering U.S. economy back into recession.

The United States is not only bound to Europe’s fate

in pure economic terms, but also politically: Barack
Obama’s chances of re-election in 2012 are dimin-
ishing with the worsening of the U.S. economy. “The
biggest danger that the president faces is that a black
economic cloud will drift across the Atlantic over the
next year and explode like a thunder-clap over the
U.S.,” as Gideon Rachman of the Financial Times
wrote in an op-ed.14 Public statements about the
severity of the European crisis by the U.S. president,
as well as frequent mentions of Europe on the
campaign trail, suggest that the U.S. administration is
keenly aware of the economic and political threat that
Europe represents.15 

Similarly, Europe would be strongly affected by an
American recession. Lower U.S. growth and weaker
demand will hurt the already-struggling European
economy—especially export-oriented countries like
Germany who have been the economic backbone of
the eurozone. Moreover, a financially and fiscally frail
United States is less likely to agree to further inter-
national rescue measures for the eurozone—either
bilaterally or through increased IMF resources. The
German finance minister Wolfgang Schäuble is
“convinced that we Europeans need a strong United
States. Any problem in the United States is not in our
interests.”16

The transatlantic partnership is facing a dilemma:
Both sides acknowledge that they cannot “go it
alone.” Being at the center of regime formation, main-
tenance, and change of the global economy, the
transatlantic partners are (still) key players in interna-
tional macroeconomic policymaking and governance.
Thus, Obama assured European publics that, “the
U.S. will continue to support our European partners
as they work to resolve this crisis.”17 Likewise, the
German chancellor Angela Merkel stated: “What’s
important here is that America and Europe are in
proper communication, because that’s how we’re
going to get results we need, rather than just directing
critical remarks at each other.”18

Yet, distrust and frustration across the Atlantic is
evident. The U.S. administration has increased the
pressure on European governments to find a compre-
hensive solution to the euro crisis—both bilaterally
and in the context of international summits. For
instance, in September 2011, U.S. treasury secretary
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Timothy Geithner warned that Europe would see a
number of sovereign defaults if it did not take drastic
measures, including a considerable increase in the
firepower of the European Financial Stability Fund
(EFSF) and a broad recapitalization of European
banks.19 Lawrence Summers, former U.S. treasury
secretary and former Director of the U.S. National
Economic Council, joined Geithner’s demands for
recapitalization and a reversal of Europe’s macro-
economic policy stance. Pointing to the dangers for
the world economy, Europe was inconsiderate in its
“continuation of the grudging incrementalism,” doing
too little too reluctantly to create a solid basis to solve
the problem in a sustainable fashion.20

Given the current U.S. administration’s political woes
in the face of a fragile economy, a (partial) blame shift
toward Europe is domestically opportune. However,
there are also genuine differences between the
transatlantic partners: differences in the analysis of
the challenges, and differences in the measures that
are thought necessary to solve the crisis in the short
run and to stabilize the global economic growth in the
long run. First, while European politicians and
commentators generally share the U.S.’ view of
severity and urgency in solving the euro crisis, they
refer to the set-up of European decision-making that
involves seventeen sovereign countries in the euro-
zone—or even twenty-seven on issues concerning
the entire EU. Each country has its own individual
debates and ratification procedures, which makes
political processes at the European level necessarily
more drawn-out and complex. Moreover, “big
bazooka” solutions as promoted by the United
States21 are contrary to the previous pattern of
European integration. Schäuble maintained that
“there are some [...] who are now calling for the
supposed structural faults in the European Monetary
Union to be corrected once and for all by building up
the fiscal and political union. That is an approach that
does not reflect the genesis of European integration.
Europe moves forward one step at a time. And it will
do so in future as well.”22 Second, the transatlantic
partners also diverge on macroeconomic policy
strategies. Especially the German government, who
is the key European driver in the current crisis
management, believes that Europe cannot simply
spend its way out of the debt crisis. 

“Hot Topics” in International
Macroeconomic Policymaking

Many policymakers and scholars have considered
macroeconomic policies—including fiscal and mone-
tary stances, exchange rate, and foreign reserve poli-
cies—as one of the main causes of the crisis and as
an impediment to growth. At the same time, macro-
economic policy and effective international economic
cooperation have been “revived” as a tool to solve the
crisis in the short run and to devise strategies for long
run growth.

International organizations and fora play an important
role in international macroeconomic policymaking.
They serve as a negotiation platform by bringing
together different national and international actors on
a regular basis. Furthermore, they facilitate interna-
tional interaction by brokering and providing informa-
tion and knowledge. International organizations and
fora can also serve as agenda-setters; and, lastly,
they create, monitor, and implement international
rules.23 The Group of Twenty (G20) and the IMF are
the most important venues for international macro-
economic policymaking. Their meetings and summits
set the international agenda and structure the time-
frame of the debates. 

G20: PREMIER FORUM FOR INTERNATIONAL
ECONOMIC COORDINATION

The G20 is an informal club with a self-selected
membership of twenty “systemically important” indus-
trialized and emerging economies.24 Started in 1999
as a technical forum of finance ministers and central
bank governors, the financial crisis lifted the group to
the level of heads of states and government and
brought it to the public limelight of global economic
governance. The first leaders’ summit was held in
Washington, DC, in November 2008 in order to find
a concerted response to the financial crisis. The goal
was to understand the underlying causes and cures
for the crisis. As a result, the G20 developed a plan
with forty-seven short and medium-term action points
to be developed and implemented subsequently. The
second summit in London in April 2009 increased
economic cooperation among G20 countries. They
pledged $1.1 trillion to the IMF and other multilateral
organizations and continued to work on the macro-
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economic and regulatory reform tasks set out in
Washington. 

So far, the upgraded G20 has served predominantly
as a crisis manager by providing a platform of
exchange and coordination at the highest political
level. Its members have put the “collective political
will” behind their economic agenda25 and have given
coordinated political signals in times of grave risks.
Yet, until now, the G20 has not been in a position to
establish itself as a long-term steering committee
beyond crisis management—something the G20
leaders intended for the group when they declared
it to be the “premier forum for international economic
coordination”26 at the third summit in Pittsburgh in
September 2009. That the G20 moved back to its
role at the center of crisis management became
again apparent at the G20 summit in Cannes when
the majority of the meeting was dedicated to the
ongoing euro crisis, and members did not achieve
substantive agreements on long-term challenges,
such as global imbalances or the reform of the inter-
national monetary system.

IMF: THE “COMEBACK KID” OF THE CRISIS

The IMF was founded in 1944 and has almost
universal membership. It deals with macroeconomic
topics such as international currency cooperation
and exchange rate stability and helps members with
balance of payments problems. Since the 1990s, it
has also been engaged in questions of financial
stability. The Fund’s main tools are policy surveil-
lance and (conditional) lending. Before the recent
crisis, the IMF was in a desolate state regarding its
financial situation and its acceptance and overall role.
First, the Fund was accused of pursuing detrimental
lending practices, especially in the Asian crisis in the
late 1990s. The lower credibility was also one of the
reasons why credit activity dropped in the years prior
to the recent financial crisis: Many emerging coun-
tries that were formerly the main customers of the
IMF served their loans ahead of schedule and looked
for unilateral or regional crisis insurance schemes.27

Moreover, the IMF was criticized for its inadequate
crisis warning system, which did not foresee—let
aloneprevent—the current financial crisis. In sum, the
IMF had “lost its way,”28 and some U.S. commenta-
tors went as far as demanding the shut-down of the

IMF.

The financial crisis led to a substantial increase in
reputation and influence of the IMF. The Fund actively
participated in international crisis management by
providing liquidity through new credit lines, expertise,
and information. Furthermore, its preventive mandate
was strengthened: In the context of the “Framework
for Strong, Sustainable, and Balanced Growth,” the
G20 mandated the IMF in 2009 to accompany the
mutual assessment process of their macroeconomic
policies analytically and to monitor the consistency
between national political measures. Moreover, the
financial dimension of IMF surveillance was
enhanced. The previously voluntary Financial Sector
Assessment Programs were made mandatory for
twenty-five countries with systemically important
financial sectors—including the United States.
Together with the Financial Stability Board, the IMF
was also mandated to establish a new early warning
system in order to detect vulnerabilities in the area of
macroeconomic and financial policy.29 The IMF is
clearly the winner of the crisis among the multilateral
organizations. It is (again) the “principal institution to
deal with macroeconomic issues” in global economic
governance and to help manage the current crisis.30 

Structure of the Subsequent Analysis

Against this background, part II of this Policy Report
compares and contrasts the preferences and
approaches of European and U.S. governments with
regard to key debates in international macroeco-
nomic policymaking in the face of the crisis. What
positions and roles did the United States and
European countries assume in the international
discussions? And how was the transatlantic rela-
tionship impacted? The Report focuses on three
important topics: 1.) short-term recovery and long-
term growth strategies; 2.) global imbalances and
surveillance; and 3.) the reform of the international
monetary system. 

The following analysis covers the time span between
the first culmination of the crisis in fall 2008—
including the collapse of the investment bank
Lehman Brothers and the first summit of the G20 in
Washington in November 2008—up to the “second
Lehman moment”31 in the second half of 2011—
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including the euro sovereign crisis and the marathon
of European and international summits. Germany and
France stand at the center of the European side of the
transatlantic analysis, given their dominance in
economic terms and the political leadership that the
French-German duo (“Merkozy”) has shown in the
recent economic policy debates. The analysis will be
complemented by the United Kingdom as another
important European economic player and the
EU/eurozone dimension where appropriate. 
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Short-Term Recovery and Long-Term
Growth Strategies

MACROECONOMIC STANCES: FISCAL STIMULUS
VERSUS CONSOLIDATION

Unity on Early Rescue Measures

The leaders’ G20 was created in late 2008 in
response to the global financial and economic crisis.
The G20 members, including the United States and
the European countries, were unified in their desire to
combat the immediate crisis and “to do whatever is
necessary to restore confidence, growth, and jobs.”32

In order to achieve these goals, G20 countries cut
interest rates in a concerted effort and adopted fiscal
rescue packages that included guarantees, tax
breaks, as well as actual spending to restore confi-
dence and boost the economy in the short run.

In February 2009, the United States signed the
American Recovery and Reinvestment Act. The main
focus lay on tax breaks (about $300 billion), direct aid
(more than $250 billion), and the modernization of
infrastructure (almost $200 billion). In addition, the
government created a $275 billion mortgage plan.
Germany passed two stimulus packages in 2008 and
2009, valued at a total of $90 billion, which included
a tax holiday for cars, financial aid for home renova-
tions, infrastructure investments, as well as income
tax cuts. France announced a $33 billion stimulus
package in December 2008, consisting of invest-
ments in public infrastructure, housing, and construc-
tion; and support for businesses and low-income
households. The United Kingdom introduced a fiscal
stimulus package of £25.6 billion (then the equivalent
of about $36 billion) over two years, which included
a personal income tax allowance, a reduction in value-

added tax, employment measures, as well as
spending on infrastructure, new social housing,
schools, and energy efficiency measures.33

Almost 90 percent of stimulus programs worldwide
originated in G20 countries—including the United
States, Germany, France, and the United Kingdom—
and were introduced shortly after the G20 summits in
Washington, DC, in November 2008 and in London,
in April 2009. While, in all likelihood, countries would
have introduced these crisis measures regardless of
the G20, the forum gave them the opportunity to
coordinate their policies and send a concerted polit-
ical signal to the markets. In the framework of the
G20, the United States and European countries
cooperated—together with the large emerging market
economies—to reach an immediate reaction to the
economic crisis. Both sides of the Atlantic were
unified in their push for national rescue packages to
combat the negative repercussions of the unfolding
financial crisis.

Transatlantic Disagreement on Exit Strategies

The transatlantic unity did not last long. With deteri-
orating public finances and signs of economic
recovery in some of the G20 members, certain coun-
tries—particularly Germany—advocated a coordi-
nated exit from stimulus policies and a move toward
greater fiscal consolidation in 2010. In the run-up to
the G20 Toronto summit in June 2010, German
finance minister Wolfgang Schäuble argued: “Just as
it would be dangerous to remove such support
abruptly; governments should not become addicted
to borrowing as a quick fix to stimulate demand.
Deficit spending cannot become a permanent state
of affairs.”34 Germany’s position was supported by
France and the United Kingdom, who, by mid-2010,
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had all begun to introduce austerity measures to
repair public finances.35 The British Prime Minister
David Cameron reinforced Germany’s position: “You
do hear the argument made sometimes: If you have a
deficit, put off the action to deal with it because taking
money out of the economy will reduce your growth
rate […]. I simply don’t accept that.”36

In contrast to the European stance, the United States
held that the risks of a premature exit outweighed the
risks from rising public debt. Timothy Geithner
emphasized that debt reduction should be imple-
mented at different speeds with regard to diverging
national circumstances, and that countries needed to
continue to support growth. Moreover, he openly crit-
icized European countries for their austerity meas-
ures and urged them to continue to boost domestic
demand: “The G20’s strong policy response to the
crisis has played a pivotal role in restoring economic
growth, but concerns about growth as Europe makes
needed policy adjustments threaten to undercut the
momentum of the recovery.”37 Angela Merkel
rejected his analysis and emphasized that high public
debt alienated consumers and made them even more
reluctant to spend. Continued stimulus would, there-
fore, have a reversed effect in Germany.38

Transatlantic differences on the underlying analysis
and the appropriate fiscal stances were palpable at
the 2010 Toronto summit. In light of the contending
views, the final declaration remained vague and left
each country room for individual measures: “There is
a risk that synchronized fiscal adjustment across
several major economies could adversely impact the
recovery. There is also a risk that the failure to imple-
ment consolidation where necessary would under-
mine confidence and hamper growth. Reflecting this
balance, advanced economies have committed to
fiscal plans that will at least halve deficits by 2013 and
stabilize or reduce government debt-to-GDP ratios by
2016 […]. Those with serious fiscal challenges need
to accelerate the pace of consolidation.”39

Hardening Transatlantic Differences from Toronto to
Cannes 

Beyond the immediate crisis management, transat-
lantic disagreements on the appropriate macroeco-
nomic stance for long-term economic recovery

became increasingly apparent. While the G20
summits could mute the open conflict between
European countries and the United States, under-
lying fundamental differences remained. With the
“second act” of the crisis unfolding over the course of
2011, transatlantic cleavages have hardened further.
In the run-up to the Cannes summit in late 2011,
Barack Obama pointed out: “Our challenge is clear.
We must stay focused on the strong, sustainable and
balanced growth that boosts global demand and
creates jobs and opportunity for our people.”40 The
U.S. president increased his stimulus efforts in late
2011 by introducing a Jobs Act that included tax cuts
and tax holidays and infrastructure investment among
other things worth a total of $447 billion.41 The recent
proposal is the latest initiative in a row of stimulus
efforts in 2010 and 2011, including the Federal
Reserve’s second round of quantitative easing (QE2)
and “Operation Twist,” together valued at around of
$1 trillion.42

European leaders have reproached the United States
for its lax monetary and fiscal policy as one of the main
reasons for the original financial crisis and see the
U.S. public indebtedness as a key problem.43

Germany in particular remains adamant that in order
to resolve the current crisis—and ensure long-term
growth—the focus should continue to lie on debt
reduction and sound public finances.44 Finance
minister Schäuble maintained that it is “no accident
that unemployment in the United States has remained
stubborn despite all the efforts by the Federal
Reserve and the United States government to
promote growth. Loosening monetary and fiscal poli-
cies in the short term while promising monetary and
fiscal tightening in the medium term, might have
worked in the past. Today, however, as market reac-
tions demonstrate, it lacks credibility with investors as
well as with our citizens.”45 Fiscal discipline and
structural reforms are therefore the preferred policy
choices. While Germany is the main promoter of such
a stability-oriented macroeconomic stance, other
European countries such as France and the UK have
followed suit in the light of the euro crisis and their
deteriorating national fiscal situations.

The Cannes Declaration of November 2011 reflects
the ongoing transatlantic disagreement: “Advanced
economies commit to adopt policies to build confi-
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dence and support growth and implement clear,
credible and specific measures to achieve fiscal
consolidation. [...] Taking into account national
circumstances, countries where public finances
remain strong commit to let automatic stabilizers work
and take discretionary measures to support domestic
demand should economic conditions materially
worsen.”46 Given the differences in macroeconomic
outlook and appropriate macroeconomic stance, the
Action Plan allowed for countries’ individual macro-
economic policy measures: The United States
committed to reduce its debt-to-GDP ratio in the
medium term. France promised to reduce its fiscal
deficit to 3 percent in 2013 through inter alia tighter
limits on central government and health insurance
expenditure; better targeted social transfers; and the
inclusion of existing fiscal rules into the Constitution.
The UK reaffirmed its commitment to its planned fiscal
consolidation and structural reforms. Germany, in
turn, committed to taking measures aimed at
strengthening domestic demand.47 However, the
G20 declaration supports ongoing national policy
initiatives and does not call for further obligations.
The proposed measures do not go beyond the poli-
cies to which the individual countries had already
committed themselves.

IMF LENDING: SYSTEMIC-RISK INSURANCE
VERSUS THE RISK OF MORAL HAZARD

Broad Agreement on Increasing IMF Resources

Apart from fiscal rescue packages, increased IMF
lending was at the heart of the immediate crisis
response with the aim of dampening the repercus-
sions of the financial crisis. As of September 2011,
the IMF has agreed to loans of a record-level $260
billion to crisis-ridden countries. For the first time in
a long period, debtors also included industrialized
countries. Since the beginning of the crisis, 65
percent of the total value of IMF programs has
targeted countries in wider Europe—more than 40
percent alone goes to members of the eurozone.48

With a renewed demand for loans, the IMF’s lending
capacity was increased substantially. At the G20
summit in London in April 2009, the heads of state
and government agreed unanimously to triple the
available resources of the IMF to around $750 billion,
inter alia through extensive new credit agreements

between individual members and in the context of
enlarged “New Agreements to Borrow” (NAB). In the
first round of the crisis, Europeans and Americans—
together with emerging countries—were united in
their support to increase lending through the IMF,
which proved able to act in a timely and effective
manner.49

Reform of the Lending Toolkit: The United States
between Opposing European Views

Backed by the large buffer of resources available to
the Fund, the IMF also reviewed its lending toolkit. At
the beginning of 2009, the IMF Executive Board initi-
ated a general review of its credit instruments and
conditions and subsequently introduced new flexible
and precautionary credit lines.50 The so-called
“Flexible Credit Line” (FCL) is a large-scale lending
facility intended for countries with strong policy track
records, placing the emphasis on ex ante conditions
rather than ex post conditionality of programs.51 The
FCL has so far provided loans to Mexico, Colombia,
and Poland worth more than $111 billion, which they
can draw upon at any time without fulfilling any further
conditions. In August 2009, the IMF further expanded
its lending toolkit by establishing the “Precautionary
Credit Line” (PCL), intended for IMF members with
sound policies not (yet) meeting the high FCL
requirements, so that countries could access credit
even if they had moderate vulnerabilities in one or
two policy areas. Macedonia was the first recipient of
a PCL worth around $653 million.52 At the summit in
Cannes in November 2011, the G20 leaders further
mandated the IMF to put forward a new
“Precautionary and Liquidity Line” (PLL) to provide
increased liquidity to strong countries on a case by
case basis.53 In sum, the expansion of IMF credit
lines has shifted the Fund’s stance away from lending
on the basis of actual balance of payments needs to
lending for potential balance of payments problems.

In addition to introducing new credit lines, the IMF
also adjusted the conditions for regular loans under
the Stand-By Arrangements (SBA) and Extended
Arrangements (EFF).54 Having previously pursued
strict orthodox lending policies, the Fund has started
to embrace fiscal stimulus and social protection in its
programs and advice, especially in low-income coun-
tries. The changed approach to social safety nets and
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anti-cyclical policy measures is already mirrored to a
certain extent in the programs for Pakistan and
Latvia.55

Preferences on reforming IMF lending have been split
in Europe—with France, the UK, and some smaller EU
members such as the Netherlands being diametri-
cally opposed to the position of Italy and particularly
Germany on this issue. France has been very
supportive of expanding the lending toolkit of the IMF
and has applauded the introduction of FCL and PCL
as a major success. According to the former French
economics and finance minister and current IMF
director Christine Lagarde, the IMF is now better
equipped to avert economic crises.56 Similarly, the
United Kingdom has been in favor of FLC and PCL
lending and considers them progress in the IMF’s
lending framework. In contrast, Germany—and in
particular the German Bundesbank—has been very
reluctant to reform the lending framework and to intro-
duce more flexible credit. The then-German finance
minister Peer Steinbrück stated in 2008 that “the
fundamental principles of IMF lending have served
the Fund well and should not be abolished hastily.”57

Germany has warned repeatedly against the possible
adverse implications that more flexible and more
precautionary lending will entail for the financial
system as a whole, and the IMF’s financial resources
in particular, fearing that it might provoke moral
hazard. The German government sees it predomi-
nantly as the task of the market participants to
increase crisis prevention efforts through appropriate
risk management, while public sectors should set the
right incentives and improve oversight to prevent
balance of payment problems.58 For similar reasons,
Germany sees ex post conditionality as a cornerstone
of IMF financing and has not been in favor of relaxing
the lending conditions, especially vis-à-vis Eastern
Europe. Germany has seen the recent changes to
the IMF lending framework more as a trial and has
lobbied for a review of the new programs’ condition-
ality and loan design to critically assess in how far the
recent changes and development of the lending
toolkit have proved effective and justified.59

The United States has taken a middle route compared
to the Europeans’ polar positions. Being a big share-
holder and thus concerned about IMF spending, the
United States has—similar to Germany—generally

opposed an increase in IMF lending and supported a
stronger focus on international financial stability and
balance of payment adjustment. In the wake of the
crisis, the Obama administration has, however,
adjusted its view on lending, favoring a relaxation of
the lending stance—at least during times of crisis.
Accordingly, Geithner has stressed that the intro-
duction of the FCL and PCL has served to bolster
resilience against future crises.60

France and the United Kingdom have been pushing
for the reform, while Germany has been much more
reluctant to change the IMF’s lending stance.
However, in combination with the shift in American
thinking and a united front of emerging countries,
Germany’s foot-dragging was eventually outvoted.
Overall, there is much less conflict about IMF lending
policies than in previous times. The lending programs
coming out of the crisis have been widely supported
and have not ignited the same measure of controversy
as before.61

Global Imbalances and Surveillance

Global imbalances have risen in the decade leading
up to the financial crisis. The United States has accu-
mulated a large current account deficit, while coun-
tries such as Germany or China have developed large
export surpluses.62 At the Pittsburgh summit in
September 2009, the G20 members agreed to coor-
dinate their efforts to reduce global macroeconomic
imbalances, which were seen as one of the underlying
reasons for the financial crisis.

THE MUTUAL ASSESSMENT PROCESS: FIXED
NUMBERS VERSUS A RANGE OF INDICATORS

U.S.-German Clash on Current Account Balance

In the context of the “Framework for Strong,
Sustainable, and Balanced Growth” that was
launched at Pittsburgh in 2009,63 the G20 initiated
a Mutual Assessment Process (MAP) to analyze indi-
vidual economic policies of G20 countries and their
spill-over effects on global imbalances and global
economic growth. The IMF was mandated to provide
technical and analytical support to determine the
mutual compatibility of the G20 members’ policy
frameworks and to give policy recommendations.64 
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The United States was the primary driver and the
most outspoken advocate of the peer evaluation
approach to global imbalances in the context of the
G20. While generally agreeing on the need to reduce
imbalances, differences in terms of approach and
instruments among the G20 members became
apparent over the course of 2010 and 2011. The
United States clashed openly with export-oriented
countries when Secretary Geithner proposed a cap
of 4 percent of GDP on current account deficits and
surpluses at the G20 ministerial meeting in Gyeongju,
in October 2010. The proposal was directly aimed at
Germany and China whose current account surplus
was above 4 percent in 2010 (Germany 5.3 percent;
China 5.2 percent). The German government imme-
diately rejected the U.S. initiative. Rainer Brüderle,
then-German Federal Minister for Economics and
Technology, made clear that the German current
account surplus was not the result of currency manip-
ulation but had grown because of the German
economy’s competitiveness. He chided the U.S.
proposal as a step back toward a “command
economy.”65

For fear of being pressured to abandon its export-led
growth strategy, Germany resisted numerical targets
on current account imbalances and prevented their
inclusion in the final Seoul document.66 The UK
supported the German position by cautioning that “a
single number applied to all countries may not be
appropriate.”67 However, the UK was rather a neutral
bystander in the conflict. France was sympathetic to
the U.S. approach and supported the idea as a step
in the right direction. Yet, Christine Lagarde also
regarded the U.S. initiative as “courageous, but too
uniform” for considering only one indicator (the
current account balance) to assess the individual
economic policies of the G20 countries instead of a
series of indicators.68

Transatlantic Compromise on a Catalogue of
Indicative Guidelines

After the open clash during the Korean presidency,
further progress on the development of the indicative
guidelines was postponed to the French presidency
in 2011. At the meeting of the G20 finance ministers
in Paris, in February 2011, the G20 agreed on a set
of indicators to help identify global imbalances. The

indicators comprise public debt and fiscal deficits;
private savings rate and private debt; and the external
imbalance composed of the trade balance and net
investment income flows and transfers.

The guiding indicators were established in close
cooperation between France and Germany—despite
earlier criticism by Christine Lagarde, who had called
on Germany to change its export-oriented growth
strategy and to stimulate public demand.69 Germany
supported the indicators with the knowledge that the
current account balance was now only one of the
measures taken into account in the analysis. In the
discussion on indicative guidelines, the United States
was mainly interested in a currency indicator (see
also below). While exchange rates were not included
in the final list of indicators due to China’s opposition,
the agreement stipulated that exchange rate and
monetary policies had to be taken into consideration
when dealing with global imbalances.70 U.S. Under
Secretary for International Affairs at the Treasury Lael
Brainard therefore considered the guidelines a “nice
step forward” and emphasized that “we made some
concrete progress.”71

In the context of the debate on global imbalances, it
has become clear that the common sense of purpose
within the G20 has declined. What holds for the G20
in general is valid in particular for the transatlantic
relationship. A common position does not even exist
within Europe—in contrast to the growth strategies,
where European countries have been unified in their
desire for fiscal consolidation. Germany has openly
criticized the United States for its numerous
proposals on current account surpluses. While the
UK has endorsed the German position, France has
been rather supportive of U.S. ideas. The result has
been a broad catalogue of indicators that could be
supported by both Germany and the United States—
albeit for different reasons. While the United States
has succeeded in including the issue of current
account imbalances into the indicators, Germany can
live with the idea that imbalances are only one of a
range of indicators that need to be considered.
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IMF EXCHANGE RATE SURVEILLANCE: PRIORITY
VERSUS ONE TOPIC AMONG OTHERS

The U.S. Fight against an Undervalued Renminbi

The U.S. government has grown increasingly frus-
trated with the Chinese currency policy and the
undervaluation of the renminbi (RMB). While there
has been a gradual appreciation of the RMB against
the U.S. dollar over time, the U.S. government has
judged this nonetheless insufficient, urging China to
quicken the pace of currency reform.72 In their view,
the undervalued Chinese currency hurts U.S. compa-
nies’ competitiveness and prevents the reduction of
the persistent U.S. trade deficit and a quick economic
recovery.73 Barack Obama declared China’s
currency policy a top priority.74

The issue has mainly been carried out bilaterally
between the United States and China. However, the
U.S. has initiated several attempts at multilateralizing
the conflict. First, the United States has been the
main driver for integration of the issue into the MAP.
Yet, China—in an uneasy alliance with Germany on
global imbalances—has been able to prevent
exchange rates from becoming a binding indicative
guideline in the G20 (see above). The Seoul decla-
ration merely asked the G20 countries to move
toward more market-determined exchange rate
systems; to enhance exchange rate flexibility to reflect
underlying economic fundamentals; and to refrain
from competitive devaluation of currencies.75 The
Cannes summit did not intensify the pressure: China
committed to increase domestic consumption, to
“promote greater exchange rate flexibility to better
reflect underlying economic fundamentals, and grad-
ually reduce the pace of accumulation of foreign
reserves.”76 

In order to gain more upward flexibility of the RMB, the
United States has followed a two-pronged multilateral
approach. Apart from cooperating on exchange rate
policy in the G20, the United States has pushed for
a reform of the IMF’s exchange rate surveillance activ-
ities. Both the Bush and the Obama administrations
have repeatedly demanded a harder stance on
exchange rate misalignments from the IMF, wanting
the Fund to become an umpire rather than advisor.77

Accordingly, Timothy Geithner maintained: “The
current system of exchange rates in an obstacle to

effective international cooperation on imbalances […].
The IMF has the capacity and responsibility to play a
critical role in solving this problem and should do so
by significantly strengthening its surveillance. The
Fund has the requisite tools […] but they have not
been sufficiently utilized.”78 The proposed U.S. meas-
ures include a clarification of the IMF exchange rate
surveillance principles; an improvement of bilateral
Article 4 consultations; and a better use of multilateral
consultations—even if the United Stated acknowl-
edges that the IMF cannot compel countries to
accept its findings and implement its recommenda-
tions.79

The United States as Driver—Europe as Bystander

European countries have backed U.S. demands for
the RMB to be convertible and more flexible and the
use of exchange rate adjustment as a means to
reduce global imbalances. Germany has been espe-
cially supportive of a reform of the IMF’s surveillance
mandate, which it sees as a crucial instrument to
stabilize the world economy. However, the transat-
lantic partners do not attach the same priorities within
their overall quest to reform the IMF’s surveillance
mandate. For the United States, enhancing exchange
rate surveillance is crucial. The primary focus of
France and Germany has, instead, been on the inte-
gration of financial vulnerabilities, and global and
regional spill-overs into the IMF’s surveillance activi-
ties rather than exchange rates.80

Reform of the International Monetary
System

After two decades out of the spotlight, the reform of
the international monetary system (IMS) is again on
the international macroeconomic policymakers’
agenda. The IMS comprises the mechanisms and
institutions that organize international monetary
exchanges and foreign exchange systems, which
many perceive as ill-suited to contain financial conta-
gion, exchange rate and capital volatility, and the
build-up of national foreign reserves in the face of
rising economic openness.81 The presidencies of
Korea and France initiated discussions, and a G20
working group was established under German and
Mexican co-chairmanship to investigate the issue in
greater depth over the course of 2011. The two most
important elements of the debate are global financial
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safety nets (GFSN) and the role of Special Drawing
Rights (SDR) in a new reserve currency system.82

SDR are a non-traded currency unit that was intro-
duced by the IMF in 1969. It is based on a basket of
four international, freely usable currencies issued by
economies with a large share of world trade.83

GLOBAL FINANCIAL SAFETY NETS: NECESSARY
INSURANCE VERSUS MORAL HAZARD

Emerging Countries’ Problems 

During its G20 presidency, South Korea, together
with other emerging countries, advocated GFSN as
a preventive stability mechanism in parallel—and addi-
tion—to the expansion of the IMF’s lending toolkit
(see above).84 GFSN are defined as a network of
instruments, ranging from multilateral institutions like
the IMF, to regional financing arrangements like the
Asian Chiang-Mai Initiative (CMI) and individual
country measures. High capital mobility and large
economic interlinkages have contributed to an
increased risk of systemic instability and contagion in
the face of the crisis.85 Large swings in capital flows
have affected the ability to maintain macroeconomic
and financial stability even of countries with solid
fundamentals, thus further destabilizing the world
economy.86 In the face of capital volatility—and
mistrust of the IMF as a result of the Asian crisis—
many countries  increased their national foreign
reserves as a means of self-insurance.87 The idea of
GFSN has been to provide fast financial assistance
in large amounts to countries with sound economic
fundamentals that are open to global capital
markets—the “innocent bystanders.”88 Especially
emerging and developing countries would be able
draw upon those resources to protect themselves
from volatility and to prevent the spread of systemic
crises in the first place.89 With the fear of contagion
of the euro crisis, discussions have gained force over
the past months. Measures under discussion have
included increased resources (and a stronger
mandate) for the IMF’s systemic role;90 standing
short-term liquidity lines with automatic pre-qualifi-
cation processes;91 increased (ex ante) central bank
swap agreements;92 more formalized cooperation
between the IMF and regional financing arrange-
ments;93 and the development of local bond
markets.94

Differences across the Atlantic—and within Europe

Transatlantic preferences on GFSN are analogous to
the countries’ preferences on expanding the IMF
lending toolkit: France and the United Kingdom
strongly support the IMF having a broader role in
providing insurance against various shocks. France in
particular has promoted the expansion of the IMF’s
role in crisis prevention through insurance mecha-
nisms. The French government advocated: “The IMF
has to play a more important role—a pivotal role—with
respect to global financial safety nets.”95 The
supporters argue that a pre-qualification mecha-
nism—for instance in the context of the IMF’s regular
Article 4 consultations96—could reduce the stigma of
IMF lending and thus avoid a further build-up of
precautionary reserves.

The skeptics, in contrast, fear that the safety nets
could set the wrong incentives in a classical insur-
ance-type moral hazard problem and could expose
the Fund to unsustainable financial risks. Again,
Germany is at the forefront of the critics: Surveillance
remained the primary tool for crisis prevention and
should therefore be at the top of the Fund’s priorities,
according to Bundesbank executive Andreas
Dombret.97 Similar to the lending debate, the United
States has taken a middle position between the
contending European views. It sees a need to
address the gaps in the global financial safety nets as
a way to reduce the build-up of currency reserves and
to promote stability as a paramount goal of the IMF.98

Yet, like Germany, it favors a case-by-case approach
rather than a standing, automatic facility.

A growing group of emerging market countries—
supported by France and the United Kingdom—argue
for the IMF to provide contingent or insurance-type
financing, while countries like Germany are against it,
dragging their feet to develop the IMF’s role and
instruments in this direction. At the summit in Cannes
in November 2011, a compromise was struck that
increases the role of precautionary financing without
providing a standing facility. The G20 mandated the
IMF to work on the development of the PLL as a new
systematic financing possibility on a case-by-case
basis.
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An SDR-based Reserve Currency: Status Quo
versus Far-Reaching Reforms

Since the end of the Bretton Woods system, the inter-
national currency system is characterized by a small
number of free-floating global currencies—most
notably the U.S. dollar and, to a lesser extent, the
euro—and a large number of smaller currencies that
are pegged to the large ones. The U.S. dollar is the
main reserve currency, representing about 60 percent
of the world’s reserves.99 There are signs of the
system evolving toward a greater multipolarity—in line
with a more multipolar economic world. Yet, the
concentration makes diversification out of the U.S.
dollar by large dollar holders like China and Japan very
difficult, as it could lead to a sharp devaluation of their
dollar-denominated portfolios.

Chinese SDR Proposals

In the run-up to the G20 summit in London in 2009,
Zhou Xiaochuan, the governor of China’s central
bank, fuelled the debate on IMF reform by
(re-)launching the idea of transforming the SDR into
a new reserve currency.100 This would involve
converting existing reserves (currently predominantly
in U.S. dollars) into SDR-denominated claims, which
could be used to finance balance of payment deficits
or other international transactions. Zhou went as far
as suggesting that SDR could become a true reserve
currency that is disconnected from the economic
conditions of a single country and used more widely
to make payments even in private international trans-
actions.101 With an increased role for SDR in the
global currency system, the IMF as the manager
would automatically acquire a bigger role, trans-
forming it into a de facto central bank. The topic of
creating an SDR-based currency system has gained
force with the financial crisis. Yet, the debate is still
rather academic, as a fundamental change of the
SDR’s now insignificant role requires overcoming
major practical, political, and legal hurdles.102

Preferences on SDR: Emerging Countries versus
“Established Powers”—Minus France

The debate on SDR reform has attracted a lot of
attention—especially in the wake of Governor Zhou’s
remarks and the talks of “currency wars” in 2010 that

were initiated by the Brazilian finance minister Guido
Mantega. However, few concrete positions and
results have emerged so far as to how the new
reserve currency would be established and how it
might be administrated. Generally, there is a split
between emerging countries (including China, Brazil,
Russia, and some Asian countries) on the one hand
and the industrialized countries on the other hand—
with the exception of France. While the first group of
countries is actively pushing for SDR reform,
including the internationalization of emerging coun-
tries’ currencies and the expansion of the currency
basket, the established economic powers are reluc-
tant to discuss more fundamental reforms of the IMS
or to further increase the use of SDR. 

The United States has been particularly fast in
rejecting emerging countries’ support for the Chinese
idea to transform the SDR into an alternative reserve
currency and have reaffirmed the dominant role of the
U.S. dollar in the global currency system: “The SDR
is not a currency; it is a unit of account and it can’t
provide the role that many people would aspire to it,
and there is no risk of that happening.”103 Similarly,
Germany has been skeptical of SDRs as a possible
alternative reserve asset as a remedy to IMS insta-
bility. Again, Germany highlights the risk of moral
hazard in “providing unconditional liquidity by large
SDR allocations.”104 More generally, due to its tradi-
tionally strong adherence to free exchange rates,
Germany has been cautious in supporting grand
reform plans of the currency system in favor of a more
gradual approach toward making the IMS more
stable. 

France, in contrast, has been a vocal supporter of
more fundamental reforms of the IMS. In the early
phases of its G20 presidency, it used terms like
“Plaza II” or “Bretton Woods II” to create visions of a
fundamental reorganization of the currency system
beyond the dollar dominance. The French president
Nicholas Sarkozy stated that “we need to start
thinking about the relevance of a system based on
accumulation of dollar reserves.”105 However, over
the course of its G20 presidency and increasing
resistance from other G20 countries, France has
backed down and eventually settled for more open-
ended and pragmatic discussions on IMS reform.



23

same economic nightmares, different solutions

Against the background of strong resistance by coun-
tries like the United States and Germany, more
gradual reforms to the IMS have been initiated in the
meantime. At the London summit in 2009, the G20
countries were unified in their support of an increase
in the amount of SDR as a composite reserve asset.
Subsequently, in August 2009, a general allocation of
$161.2 billion was made in addition to a special one-
time allocation of 21.5 billion SDR, increasing the
total amount of SDR almost ten times—from 21.4
billion to 204 billion (equivalent to about $328.3
billion).106 Second, the G20 members discussed an
expansion of the SDR currency basket to reflect the
growing multipolarity in the world economy.107

Germany is generally supportive of expanding the
SDR currency basket in order to stabilize the global
currency system, but has been adamant that any
expansion has to follow clear criteria and reflects
economic importance.108 This implies that the basket
should not be expanded by China for political
reasons, given that the renminbi is not freely convert-
ible so far. Thus, at the finance ministers’ meeting in
Washington, DC, in April 2011 the G20 agreed to
use a “criteria-based path” to broaden the composi-
tion of the SDR in order to reflect the relative impor-
tance of economies in the international system.109

The French presidency was not able to generate
bigger change to the IMS at the Cannes summit in
November 2011. Instead of carrying forward the
review of the currency basket composition, the orig-
inal date of 2015 was kept—owing to the reluctance
of several industrialized countries, including the
United States and Germany.
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The Transatlantic Macroeconomic
Relationship at a Crucial Moment in Time

The challenges in international macroeconomic poli-
cymaking are ongoing, as the world economy is
struggling to move out of the crisis. Over the course
of 2011, the euro crisis has gone from bad to worse,
and the U.S. economic recovery has been disap-
pointing—despite numerous stimulus initiatives. The
economic problems on both side of the Atlantic pose
serious risks to the global economy and put pressure
on the transatlantic partners to solve their problems
as soon as possible. 

The crisis has demonstrated again with great force
how intertwined the global economy is today. This, in
turn, has given a great impetus to calls for more inter-
national—and transatlantic—macroeconomic coop-
eration. Yet, after the initial rescue measures, which
were unanimously agreed upon in the wake of the first
“Lehman moment,” the United States and European
countries have increasingly drifted apart on many “hot
topics” that are defining the current international
macroeconomic policy agenda—and have even been
in dispute over several issues. The divergences have
stemmed both from material differences in economic
structure and outlook, as well as from different policy
approaches and priorities. Because of the economic
slowdown and the upcoming elections, the United
States has mainly been interested in economic
growth by way of stimulus measures to strengthen
domestic demand and through an improvement of
competitiveness—especially vis-à-vis China. The U.S.
initiatives on global imbalances and exchange rate
adjustment have to be seen against this background.
Furthermore, the U.S. government remains firm on
keeping its international economic dominance, which
inter alia is expressed by the U.S. dollar dominance

and the rejection of more fundamental reforms to the
international monetary system. 

In contrast, Germany’s interest lies, above all, on
stability: on sound fiscal foundations and a rules-
based approach to international macroeconomic poli-
cymaking. The analysis of the “hot topics” has shown
that Germany is the main proponent of the policy
approach of “keeping your house in order,” both at
home and abroad. Its promotion of fiscal consolida-
tion and the great reluctance to introduce global
financial safety nets in fear of moral hazard are a case
in point. While France has lately shared Germany’s
policy stance toward fiscal consolidation because of
its own fiscal situation, it is generally much more
supportive than Germany of “grand reforms” in inter-
national macroeconomic policymaking, such as the
reform of the international monetary system and the
creation of international systemic safety measures. In
addition, the transatlantic partners differ in their
assessments of relative priorities—even if they gener-
ally agree on a common policy line—as could be seen
in the case of exchange rate surveillance at the IMF.

Procedural coordination on international macroeco-
nomic policies among EU countries is high—and has
increased in the face of the financial crisis. Particularly
the seventeen eurozone countries that share a
common currency and a single monetary policy
discuss IMF and G20-related policy issues in various
coordinating bodies in Brussels and in Washington—
especially before international summits. Yet, the
analysis of the “hot topics” has shown that, substan-
tively, European countries often do manage to speak
with one voice in the international arena. Especially on
fiscal policy, but also on financial policies, member
states have retained differing views (and national
sovereignty), adding further complexity to the transat-

25

same economic nightmares, different solutions

conclusion



lantic relationship on macroeconomic policies.

A Transatlantic Macroeconomic Dialogue
in a Changing Global Context

The recent euro crisis has demonstrated that the
transatlantic relationship is still crucial: crucial to the
fate of the United States and Europe, but also crucial
to the world economy and international macroeco-
nomic policymaking. Yet, with the recent economic
problems located in the North Atlantic region, there
have been increased opportunities especially for
emerging countries to play a role in stabilizing the
world economy and to participate more actively in
international macroeconomic policymaking. The
United States and European countries can no longer
make decisions alone in matters of macroeconomic
policy or fully set the agenda of international bodies. 

In order to keep up with the changing patterns of the
world economy, the transatlantic partners have to find
ways to increase their cooperation beyond the imme-
diate rescue management, including long-term inter-
national macroeconomic policies. The transatlantic
partners should therefore consider setting the
transatlantic macroeconomic dialogue on a more
stable and permanent footing at the highest political
level—comparable to the financial market regulatory
dialogue and the investment dialogue on trade—to
provide a platform to exchange ideas, to reduce
(open) conflicts and to find common ground on issues
of international macroeconomic policy.

Abbreviations

cmi chiang-mai initiative

ecB european central Bank

eff extended arrangement

efsf european financial stability fund

faZ frankfurter allgemeine Zeitung

fcl flexible credit line

g20 group of twenty 

gfsn global financial safety net

imf international monetary fund

imfc international monetary and 

financial committee

ims international monetary system

maP mutual assessment Process

naB new agreements to Borrow

Pcl Precautionary credit line

Pll Precautionary and liquidity line

rmB renminbi

Qe2 Quantitative easing

sBa stand-by arrangement

sdr special drawing rights

Weo World economic outlook
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