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Introduction

The Economic and Monetary Union (EMU) of Europe is a project unparalleled
in the world’s economic history. Its creation though reflects certain serious functional
setbacks (mostly arising from the need to find difficult political compromise) which
over the last years have shaken the very foundations of the European Union (EU) and
the Eurozone in particular. Hopefully, these realities have been accounted for and
their negative effect upon the member states of the monetary union will be contained.
In other words, if a price must be paid for past mistakes, it will surely be reckoned in
the future. In the light of the turbulent economic situation, events from the past years
show that the price for the euro deficiencies will probably be paid in a little over ten
years’ time since the common currency was first introduced.

The purpose of the present article is to offer a critical review of the processes
which have led to the creation of the Eurozone and examine the reasons for the
difficulties experienced in the monetary union over the last years.

1. Stages in the implementation of the EMU

First ideas for an economic and monetary union of the European countries were
raised well before the end of the 1960s and the beginning of 1970s. They reflect the
need to contain the adverse effects of a crisis upon European economies, arising from
the fluctuations in the European currency system, and guarantee an economic and
monetary stability in the European Community. From the onset of this debate, two
proponents of the currency integration in Europe have entered the stage – on the one
hand there were the “monetarists” and on the other - the “economists”, who manifested
a principal difference in their approach, two contrasting ways of thinking. The principal
difference in these two approaches can be attributed to two opposing points of views
on the implementation stages and measures to be taken for the formation of EMU.
The ‘monetarists’ uphold the opinion that monetary cooperation should be the starting
point in the formation of the monetary union and monetary solidarity in particular,
through the establishment of short-term support and quick decisions on the margins
for fluctuation between European currencies. The rapid progress towards a monetary
union is seen as the best way to influence governments which are to undertake
concerted action towards harmonization of their economic policies.

The economists had a different view regarding the convergence of economic
policies and transition to an economic and monetary union (EMU). To give the concept
of EMU any credibility, the countries should work for better coordination and integration
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of their macroeconomic policies which at a later stage could ensure a stable economic
convergence and currency integration within the union. They also argue, that economic
convergence should be seen through the prism of reducing rates of inflation,
synchronization of economic cycles, elimination of countries excessive indebtedness
and deficits, low unemployment rates, etc.1 In other words, the transition to fixed-currency
rates will have a positive and stabilizing effect only after countries within the Economic
Community (EC) have achieved a high degree of economic convergence, i.e. an effective
combination between nominal and real convergence. The economists also argue that
untimely introduction of fixed currency rates within the Community, might have a negative
effect both on member states and the monetary union in general, as each country will be
setting up different economic policies – a conservative monetary and fiscal policy or an
active policy aiming to encourage employment and economic growth.

To some extent, the views of the ‘economists’ have driven forward the drafting
of the EU treaty, based on 5 main criteria (two fiscal and three monetary) to be met by
the Eurozone candidate countries. This aims to ensure not only similarity in realizing
the basic macroeconomic indices but also the setting of an efficient system of fixed
currency rates, harmonization of policies towards establishment of a stable monetary
union and single currency. A serious weakness can be found in the applied criteria, as
these lead to a nominal convergence where the actual economic convergence of the
countries (level of economic growth, GDP per capita, price level, etc.) are being ignored
in the evaluation of the country’s preparedness to join the Eurozone.

Going beyond the economists and monetarists opposing views and differences, it
becomes clear that they have reached a compromise at last. On the one side, the
‘monetarists’ were given a rigorous timetable to set up the monetary union. On the
other, the ‘economists’ succeeded in imposing entry criteria for joining the Eurozone
and acceptance of the Stability and Growth Pact (SGP), which in their opinion was a
guarantee for the actual economic convergence between the countries.2 Obviously,
the arguments of the monetarists regarding the starting point of integration had won
over as they argued that the creation of EMU should go through a stage of monetary
integration before the formation of a political alliance, but in hindsight it is clear that
the monetary integration has done little towards a political and economic convergence
of the countries. What is more, the chosen starting point for the creation of EMU can
be seen as a constructive weakness in the introduction of the euro as a single currency
which largely accounted for the emerging financial crisis in the European Union.

The issue of setting currency rates was resolved in favour of the ‘economists’.
This happened during the third final stage in the creation of EMU. During the two
preceding stages, the countries were able to achieve a certain degree of convergence
of their basic macroeconomic indices. In addition, steps were taken to set up a supra-
national institution which would be accountable for the common monetary policy (MP).

1 Mourlon-Druol, E. A learning process? European monetary cooperation before the EMS negotiations,
1974 - 1977”. Princeton Annual Workshop on European integration, 1 May, 2009, p. 4.

2 Torres, F. The long road to EMU: The economic and political reasoning behind Maastricht. Working
papers series, NIPE WP 23/2007, 2007, p. 8.
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2. The first blueprint for the creation of EMU (Werner plan)

By the end of the 1960s the international currency system began to show some
clear signs of malfunction. Evidence for the coming world economic crisis was
presented by the dramatic currency fluctuations and rapid changes of the fixed currency
rates which accounted for the increasing currency and market turmoil.3 The decision
of the US government to float the dollar in 1971 produced a wave of instability on
foreign exchanges which called into serious question the parities between the European
currencies. All this deeply shattered the Вretton Woods currency system and
subsequently led to its collapse and literal dissolution during the first half of 1973.
Member states realized that it was necessary to impart a fresh momentum to the
monetary integration within the European Community as the process of disintegration
of currency relations was threatening the future of the whole European project.

The first blueprint to create a monetary union of the European Community in
stages was presented in October 1970 called the ‘Werner Plan’. The plan is in a way
a precarious compromise between the two opposing views on currency integration in
Europe and is the very basis of the ‘monetary policy’ (MP) observed until the introduction
of the European currency system (ECS). Thus, an evolving plan in three stages has
been drawn up, spanning over a 10 year period (until 1980), which led to the
establishment of an economic and monetary union (EMU) within the Community.
This ambitious plan aimed at providing full currency convergence of member states,
setting of parity rates, elimination of currency fluctuations, integration of financial
markets and full liberalization of capital movement.4

The first stage of the ‘Werner plan’, involving narrowing of the currency variation
margins, was launched on an experimental basis across member states of EC. Since
April 24, 1972 a new monetary mechanism has come into force in Europe, known as
the “snake in the tunnel”. The “snake in the tunnel” is a mechanism designed to
ensure monetary stability between EC countries, thus allowing for certain predictability
of commodities price levels. It has come about in the aftermath of the world financial
crisis and the refusal of the economically developed countries to go ahead with the
Bretton Woods agreements. During the period of ‘the snake’, EC member states
became aware for the first time of the necessity to implement a single monetary
policy. Such policy however was difficult to pursue for several reasons – divergence
of economic policies by individual member states, lack of concerted political action
and willingness to resolve currency problems, inconsistency in the number of countries
participating in “the snake”, to name but a few. Due to instability on foreign exchanges,
countries in ‘the snake’ found themselves unable to maintain their currencies within
narrow margins of fluctuation against the dollar (“the tunnel”) and in March 1973 ‘the
snake’ lost most of its members.

We can conclude that “the snake in the tunnel” mechanism was an abortive
attempt to achieve monetary stability in the EC countries. The currency mechanism

3 Marinov, V. et al. (2001) Evropeyska ikonomicheska integraciya. Sofiya: Stopanstvo, p. 156.
4 Yvars, B. Йconomie europйenne. 1997, р. 300.
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exhibits some serious weaknesses – asymmetric nature (only countries with floating
or weak currency can intervene on the foreign exchanges to recover their currency
rates within an agreed margin. Thus a strong currency can easily help other ‘weaker’
currencies pick up in value, making them highly overrated. The problem with weaker
currencies is that they can barely follow the hike in the German mark (a central
currency in this mechanism) which was the reason for countries such as Great Britain,
France and others to leave the ‘snake in the tunnel’ mechanism.

The objectives set in the Werner Plan proved to be extremely ambitious and
ahead of time which made them difficult to achieve in the specific historical context in
which this plan appeared. By mid 1970s, the process of integration has lost its momentum
and ideas for concerted policies started to give way to a growing disintegration between
the countries which in turn doomed the plan to failure. Thus the first plan aiming to
achieve a stable currency and monetary integration among the European countries
ended in total disaster. Its failure can be attributed to several factors: the adverse
effects of the processes of instability at a global level (the collapse of Bretton Woods
currency system), the first oil crisis in 1973, etc.). Secondly, differences were observed
in the degree of convergence of EC countries at macroeconomic level. The failure of
the plan can also be explained with the fact, that countries within the EC had different
priorities – an overriding priority for Germany was to contain inflation (a policy for
stability), whereas France seemed to be more focused on economic growth (i.e. more
active policies). All this resulted in a growing distance from the idea of EMU during
the specific historic period.

3. Renewed efforts to create EMU

Efforts to establish an area of monetary stability in Europe were renewed in the
late of 1970s. The second attempt to create a monetary union proved to be more
successful. The relatively quick ‘death’ of ‘the snake’ did not diminish the determination
of the European leaders in trying to create an area of monetary stability, closer economic
cooperation between the EC countries and a monetary union at a later stage. However
in March 1979 the European Monetary System was created, with the purpose to
counter inflation and stabilize exchange rates and except for a few modifications, it
continued to be operational until the formation of the Eurozone. EMS is a new system
designed to coordinate the monetary policies of the countries, being an important step
towards the creation of a monetary union. It is built on the concept of stable but
adjustable exchange rates defined in relation to the newly created European Currency
Unit (the ECU). The system was created to stimulate the European fiscal integration,
contain negative effects on trade influenced by exchange rate fluctuations and above
all, enhance the stability of European currencies.5 EMS incorporates three basic
components – creation of a single European currency (the ECU) – an intervention
mechanism and a mechanism for mutual crediting - an extension of European credit
facilities.

5 Levine, M., F. Kim, J. Siegel. Background on the Euro. The CPA Journal, April, 1999, р. 44.
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With the implementation of EMS, many of the deficiencies of ‘the snake’ were
eliminated and the system proved to be a better and more effective monetary
mechanism. It succeeded in creating the very basis for coordination of countries
currency relations. In spite of its weaknesses, EMS was able to accomplish its main
goals. Member states participating in the monetary mechanism benefited from an
increasing stability of their currency and free capital movement.6 Despite voiced
skepticism on EMS effectiveness and stability, over the years the system proved its
viability and helped paved the way to the Economic and Monetary Union of Europe.

4. Third attempt at creating EMU (Delors Plan)

The European Community went through various currency crises. After a few
failures, it managed to take a huge step forward, towards a monetary integration. The
third attempt at creating an economic monetary union proved successful. Its success
was based on the experience gained from ‘the snake’ and the introduction of the
EMS. Over a 10 year period, EMS did much to reduce exchange rate variability: the
flexibility of the system combined with the political resolve to bring about economic
convergence. In April 1989, a committee presided by Jacque Delors, chairman of the
European Commission, drew up a three stage plan for the formation of the Economic
and Monetary Union. This ambitious interstate project was planned for a 10 year
period, to be finalized in the year 2000. The Delors Plan contained all the groundwork
for the creation of EMU – it helped the integration of financial markets, free capital
movements, irreversible convertibility of currencies, irrevocable fixing of exchange
rates, and the possible replacement of national currencies with a single currency. If
we draw a parallel between the failed ‘Werner Plan’ and the ‘Delors Plan’ we cannot
but say that there is a striking similarity – both documents have paved the road to a
monetary union in three successive stages leading to the creation of single currency.
The principles laid down in the Delors Plan are similar to the proposals of the Werner
Plan but 20 years ahead of time. In hindsight, market turmoil and lack of community
awareness among member states were among the factors that thwarted the creation
of EMU two decades ago.

In order to proceed to the second and third stage and implement EMU it was
necessary to determine the Treaty revisions towards setting up the European institutions.
On 7 February 1992, the monetary integration in Europe was sealed by signing of the
Maastricht Treaty. The Maastricht Treaty or the Treaty on European Union (TEU)
also created what was commonly referred to as the pillar structure of the European
Union. However, during the debt crisis in Europe during 2010 and 2011, some of its
myths were demythologized, sending serious repercussions over Europe:

• Each country is solely responsible for its debts when it resorts to financing its
budget deficits, i.e. a country from the Eurozone cannot be rescued by another
country. In the grips of the crisis, however, things looked quite different and
the rules governing the size of national budget deficits were somehow obviated
to save the euro. EC member states, the European Commission and the

6 Papaspyrou, T. EMU strategies: Lessons from Greece in view of EU enlargement. January, 2004, р. 5.
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European Monetary Fund ‘poured’ a huge amount of money to save the
countries threatened by the crisis. A form of a ‘transfer union’ was suggested
– something typical of a fiscal union, which failed because some countries
saw it as a politically unacceptable commitment;

• A member state cannot declare bankruptcy and leave the Monetary Union.
As Martin Feldstein7 put it, “it is a marriage made in heaven with no room for
divorce”. Nevertheless, the situation in Greece shows that a similar scenario
is possible, therefore provisions must be made for a country to leave the
Eurozone, if it presents a threat for the union;

• Responsibility to enforce limits on deficit and public debt of all countries of the
Eurozone. This appears to be one of the most criticized myths as many countries
are unable to set stable fiscal policies to cover for budget deficits in times of
crisis;

• Budget deficits of member states cannot be financed by monetary means.
This turned out to be another myth when as a desperate measure to fight the
debt crisis, the European Central Bank (ECB) started purchasing government
bonds in order to stabilize the collapsing bank system in Europe.

Under the Maastricht Treaty, three stages have been outlined in the creation of
EMU, the first of these starting on July 1st, 1990. The second stage has been identified
as the most significant as it ensures the convergence of monetary and economic
policies. Furthermore, it encompasses events that are most criticized for the present
state of EMU.

EC member states tended to run large budget deficits and higher levels of their
public debts over the period preceding the signing of TEU. This trend continued into
the beginning of 1990s when European countries manifested huge economic
imbalances. The introduction of fiscal rules simply encouraged member states to
consolidate their public finances. By mid 1990s the prospects of joining the Eurozone
still remained distant for many of the candidate countries. In 1996 the deficit criteria
was met by only 1/3 of the candidates, while Germany and France, two of the best
performing economies, remained outside this group. Despite the fact, that the average
budget deficit over the period 1991-1995 was rather high (4, 9%), by the end of 1999
the situation looked much better as most countries, excluding Greece, managed to
draw their budget deficit below the 3% barrier, in an attempt to meet the convergence
criteria for the euro (the deficit level for the period 1992-1998 has dropped by 3%). In
spite of all the progress, there were also concerns as some of the countries were
entering the union with a public debt almost nearing the reference value of 60 % of
GDP, thus bearing a potential risk to the stability of the union. Among the most
undisciplined countries were Belgium, Greece and Italy. Their indebtedness soared
particularly high, reaching 122, 7% of GDP in 1997, 96,6% and 118,1% accordingly.
This was the result of unstable fiscal policies, covering for chronic budget deficits (for
the last decade, the average deficit level has reached 10%). Further on, EU member

7 Feldstein, M. The European Central Bank and the Euro: The first year. NBER working paper
series,Working paper 7517, February, 2000, р. 12.
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countries differ in their traditional attitude to inflation. Germany alone has been consistent
in its efforts to fight inflation, making the issue popular during political elections.8

During the second half of the 1990s, EU countries somehow managed to prepare
for the Economic and Monetary Union, with 11 countries meeting the convergence
criteria. Members of this club are also some southern European countries which seemed
unlikely to make the first wave in the run up for the euro. The very meeting of criteria
in fact, gives the politicians an illusory sense of stability and a false belief that the
monetary union is a stable organization capable of resisting external or internal pressure.
The price paid for this delusion turned out to be very high since the Eurozone proved
to be easily shattered from an economic point of view, being a political project above
all, without a sound economic logic behind it. Ensuing problems show that the core
members are better prepared for EMU membership than the remaining ones which
aspire to becoming members of the Eurozone for political reasons and for the purpose
of euro area enlargement. At this stage, entry criteria were compromised as these
were applied “creatively” and in many cases largely circumvented. Even though some
of the candidate countries fell short of meeting the acceptance criteria they accepted
the euro.

The Stability and Growth Pact (SGP) was agreed as a set of fiscal rules to
complement the creation of EMU and to guarantee the stability of public finances in
the Eurozone. More specifically, SGP was designed to meet two requirements in terms
of EMU. Firstly, to safeguard policies for stabilizing the euro, being the rule-based
framework to coordinate national fiscal policies in the EMU and to set out monetary
policies of the European Central Bank (ECB). Secondly, to act as a corrective arm
and impose sanctions for “free riders” that may destabilize financial markets and the
EU economy by pursuing policies of narrow national interest.9 SGP however, has
shown certain weaknesses which became evident shortly after it was ratified – being
of asymmetric nature, the pact does not take into account the specific peculiarities of
individual member states; it allows for loose coordination and poor monitoring of policies,
etc. Notwithstanding its initial stabilizing effect, SGP failed to ensure sustainable budget
positions of member countries, thus compromising the idea for economic stability. In
addition, it failed the ECB as a tool in setting out monetary policies. As the rules set in
the pact were often broken, many countries tried to escape the constraints on their
public finances, including some of the most powerful member states such as France
and Germany. And in June 2005, the revised SGP failed a second time as the public
finances of many EU countries deteriorated due to external shocks.

June 1, 1998 is an auspicious date for the future of the Eurozone and the single
currency. On this date the European Central Bank (ECB) was established. There are
however certain deficiencies in the ECB framework which cannot be overlooked. Under

8 Feldstein, M. The political economy of the European Economic and Monetary Union: political
sources of an economic liability. NBER working paper series,Working paper 6150, August, 1997, р.
24.

9 Collignon, S. The end of the Stability and Growth Pact? International Economics and Economic Policy,
Springer-Verlag, 2004, р. 16.
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the provisions of TEU, the ECB is not allowed to directly finance budget deficits of EMU
member countries. ECB can do this indirectly, through purchasing loan notes on secondary
debt markets or accepting bank guarantees against the issuance of loans. Even though
member states have no right to mint money, they still can take out loans, i.e. countries with
floating public finances can use the ECB to bail them out and cover for their growing
budget deficits. Hence the conclusion, that the central bank finances indirectly the budget
deficits of more than one country. Although this fact was known even before the creation
of EMU10, its negligence led to the present state of affairs in the Eurozone.

The Economic and Monetary Union (EMU) is faced with several serious problems
– money sovereignty of member states is transferred to the ECB whose task is to define
and implement the monetary policy for the Eurozone. Generally speaking, the above policy
is deemed effective at EMU level, providing that member states have already achieved
closer integration of their economies. However, this is not exactly true as the monetary
policy is hardly adequate for all countries, as their economies have not reached the desired
level of convergence and the external shocks have an asymmetric effect on countries in
the Eurozone. The euro area’s problem of ‘one-size-fits-all’ monetary policy is not unique.
Nevertheless it imposes a wrong model which can even have a negative effect on some of
the countries. Let’s not forget that the monetary policy of ECB is largely dependent on
some of the more economically advanced countries in the union.

Another setback of the Eurozone is the fact that ECB is not given explicit functions
to oversee all the national banks in the EMU. For this, ECB has been much criticized.
It was suggested that the bank should act as the guardian of financial stability in EMU
not only through price stability, but by taking upon itself the task to supervise financial
institutions and thus apply regulations at common European level. In this way, ECB
will further be able to oversee banks with cross-border currency transactions in
countries from the Eurozone which have a significant bearing on the banking system
in Europe. Conversely, other economists express the view that the European monetary
policy should focus on price stability rather than on other side issues. Defining financial
stability as another target on the monetary policy agenda, may give rise to unrealistic
expectations as to the efficiency of the monetary policy.11

During the third stage of EMU, the 11 participating countries fixed their exchange
rates irrevocably and introduced the euro. The series of events that marked the last few
years indicate that the monetary union is still fragile and easily disruptable. What is more,
the organization and structure of the Eurozone reflects some serious shortcomings which
increases discrimination between the countries. As pointed out by many observers, the
creation of a monetary union can be the life belt for many countries to survive economic
and currency crises. There is economic evidence that currency crises are being
supplemented by much worse and more dangerous loan and debt crises.12

1 0 Bagus, Р.The tragedy of the Euro.The independent review, Vol. 15, Number 4, Springer, 2011, р. 569.
1 1 Weber, А. Challenges for monetary policy in EMU. Homer Jones Memorial Lecture, Deutsche

Bundesbank, April, 2011, р. 7.
1 2 Stateva, Y. Origin and development of the government debt crisis in EMU. Ikonomiocheska misal, №

6, 2011, p. 7.
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The existence of a common European currency has stirred a great debate and
rhetoric. From a present day perspective, there are a few conclusions to be drawn: To
a great extent, the inception of the euro is a good thing as it reflects the idea of a
unified Europe and the creation of a common market. Unfortunately, the realization of
this idea was corrupted and the common currency has fallen victim to the problems of
its “inception” and the way it was treated subsequently. The basic principles of the
theory for an optimum currency area have been overlooked which somewhat
precluded the successful outcomes of creating the EMU and the positive effects of
using a single currency within the EU. As one of the euro skeptics has pointed out,
“the Eurozone is not a suitable territory for a monetary union.” Member countries
differ considerably in the structure of their economies and in their economic policies
which results in fluctuations in their economic cycles.13 We should also note that the
set of rules laid down for the monetary union were not exactly consistent. Furthermore,
the system for economic regulation of EMU is rather asymmetric in several aspects.
First, there is no common fiscal institution to stand out as a counterpoint to the European
Central Bank. Secondly, the common monetary policy is set against the backdrop of a
spate of decentralized policies at national level (economic, fiscal and structural policies).

The question is whether the Eurozone will continue to exist if measures to address
the European debt crisis and reform the functional framework of EMU prove to be
ineffective. To put it differently, is a common currency still viable in the wake of Eurozone
crisis? Well, the euro is a fact and the efforts of several generations of Europeans
towards its creation cannot be wasted for nothing. Therefore, the euro is bound to
survive and win its well-deserved place in the world monetary system. And because it is
the symbol of unified Europe, the failure of it is unacceptable as it may precipitate an
economic crisis both across Europe and on a global scale. It is being argued what reform
the euro needs to make up for the political compromise and underrated initial risks in
creating the Eurozone. It is clear that the Eurozone should be subject to some deep
institutional reforms (possibly, the establishment of a political, economic, fiscal and bank
union). Undoubtedly, not only supervision of banks within EU is imperative but
implementation of an effective mechanism for crisis management is crucial to help the
budget policies of member states. Instead of introducing more restrictive policies to
tighten the fiscal discipline, the rules should apply to all member countries. Critical
recommendations for better governance of the Eurozone should therefore combine
credible measures to maintain fiscal discipline. EU needs to make rapid moves towards
a federal structure of organization despite fears that if this happens, it will become a kind
of United States of Europe with member states gradually losing their identity.

5. Possible scenarios for the future of the Eurozone

One of the most frequently asked questions after the euro debt crisis is about the
future of the euro zone. It became clear that the European Union was unable to
resolve the problems it was faced with during the sovereign debt crisis and panic-
1 3 Feldstein, М. The European Central Bank and the Euro: The first year. NBER working paper series,

Working paper 7517, February, 2000, р. 5.
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driven was forced to adopt measures which proved to be inadequate. Hereinafter we
suggest some of the possible scenarios for the future of EMU:

First scenario – the Eurozone continues to exist. Member countries which
adopted a single currency (the euro) have moved on to an advanced stage of integration
which makes the break-up of the Eurozone impossible. This calls for crucial reforms
in EMU to stabilize the euro and restore confidence in the foreign exchange markets.
Urgent measures should be adopted to grapple with the euro debt crisis, even though
this would be a long and painful process that would bring with it unprecedented
economic, political and social costs.

Second scenario – the Eurozone continues to exist but remains unreformed
which sooner or later will lead to its disintegration. The package of measures to contain
the debt crisis has proved inadequate and the euro is showing signs of weakening with
its value falling.

Third scenario – break-up of the Eurozone. The Eurozone splits into two separate
currency areas – north alliance and southern periphery. The countries which will
remain in the Eurozone (i.e. the strong economies) will enjoy a stronger euro and will
be part of a fiscal union. Weaker countries get pushed outside the Eurozone and will
have to return to their own currencies.

Fourth scenario – Countries leave the Eurozone one by one. Member states
agree that the monetary union doesn’t work well for all, compromise is too big and it
is impossible to pursue a common policy for so many countries with divergent economies.
Germany, France, the Netherlands, etc. leave the Eurozone with subsequent dissolution
of the EMU which will trigger a series of bankruptcies, cause chaos in the financial
system, stem capital flows and investment and lead to high rates of unemployment. As
a result, the currencies of weaker or so-called ‘struggling’ countries will devaluate
significantly, and as member states sink in a recession, it will be even harder to pay
their debts.

Conclusion

The idea of the Eurozone collapsed with the first serious economic crisis. The
situation is further compounded by the shortcomings of the EMU. Due to the slow and
ineffective measures to save the Eurozone, the euro seemed to fail in its efforts to
unite countries within the EU or rather it is more likely to divide the countries. In the
political hiatus after the Greece debt deal in 2012, it seems likely that the demise of the
euro is being postponed and prospects for its future look more optimistic. Hopefully,
the Eurozone will continue to exist and in the opinion of many financial analysts and
economists ‘there is no other alternative before EMU’. There is no question that to
leave the Eurozone and EMU would be a messy and complicated procedure, incurring
political, economic and social costs which make membership in EMU irreversible.



8 7
Articles

FINANCIAL, ECONOMIC AND POLITICAL FOUNDAMENTALS OF THE EUROZONE

PhD student Ivan Ilkov

Abstracts

In the article there are outlined the ideas of the transition to economic and monetary
union in Europe. There are analyzed the processes of currency integration in the European
Community, which have led to the formation of the Eurozone. The main emphasis is placed on
the proposition that there exist considerable structural defects of the Euro, which are the real
causes of the debt crisis in the Eurozone. There are analyzed various scenarios for the future of
the monetary union. There is advocated the thesis that the organizational structure of the
Eurozone needs profound reforms in order to improve the functioning of the union and the
creation of a reliable system for preventing such disturbances in the future.
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