
Key conclusions:

• The system of EU competences linked to economic and 
monetary union (EMU) governance is unsatisfactory and needs to 
be clarified and improved;
• EU action outside of the EU Treaties should be contained, as �　吀Ā

This briefing considers the governance of economic and monetary 
union (EMU). It explores the current state of EU competences 
linked to EMU, the use of instruments outside the EU framework, 
the role of EU institutions, and the implications of banking union. 

Introduction

The financial crisis has exposed the defects and weaknesses of 
EU economic and monetary union (EMU).  In terms of new 
instruments, the EU’s response has been prolific. Whether these 
instruments are the right ones for ensuring a more stable and 
optimal governance framework for EMU is a different question.  

The United Kingdom occupies a special position in EMU 
governance as it is both ‘in’ and ‘out’. It is not part of the Eurozone, 
but is the seat of Europe’s biggest financial centre.  It has a huge 
interest in ensuring the success of EMU, in order for the City to 



its internal market (including in financial services and instruments).  
This is a more significant competence than the general economic 
policy competence.

Within the broader project of responding to the financial crisis, 
it has been difficult to define in which sphere of competence a 
particular issue falls. Yet this definition lies at the core of much of 
the tension between the EU and Member States (such as the UK) 
which hope for less centralised policy-making and are concerned to 
have a say in how the new governance framework is constructed.

Competences for the European Stability 
Mechanism
The European Stability Mechanism (ESM) was intended to be 
a more permanent financial support instrument for Eurozone 
countries facing difficulties with financing themselves on capital 
markets. The United Kingdom did not participate in the adoption 
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The UK has also raised concerns about the ability to pay bonuses 
and other forms of compensation, which it currently regulates less 
than other Member States. The UK is particularly concerned that 
it may become less important as a financial centre if it becomes 
subject to centralised rules affecting the regulation of financial 
services. 

Conclusion

There are important issues still to be settled at the EU level 
regarding the regulation of the EMU. These include definitional 
issues regarding central concepts as well as the division of 
competences. Much of the EU’s response to the crisis has been 
targeted at protecting financial stability, at public and private 
levels.  The EU’s current competences are ill-suited to developing 
this response.  For the UK, there is a special problem in that it is 
bound by EU internal market law, but not by EU monetary policy.  
However, a project such as banking union sits across these distinct 
policy fields.

The UK’s stance has been mostly one of seeking opt-outs regarding 
rules on financial regulation and supervision, rather than taking a 
leading role in devising these rules. This is not making a meaningful 
contribution to the resolution of the financial crisis. It is difficult to 


