INTERNATIONAL MONETARY FUND (IMF): Stabilizing the euro currency 
Introduction:
In today’s global economy the economic interdependence between nations means that in times of economic crisis, no one is left unaffected. When one country suffers economically, the rest of the world also takes a hit. For example, the economic crisis in Greece not only affected the Greek economy, but also affected the European Union, value of the euro currency, and even beyond that affected countries such as the United States who were economically tied with the Greek financial markets. Because of an increasingly globalized monetary system, organizations such as the International Monetary Fund (IMF), have stepped in during times of crisis to provide financial aid to struggling countries. 
History/ Background: 

International Monetary Fund (IMF)

“ The International Monetary Fund (IMF) is an organization of 187 countries, working to foster global monetary cooperation, secure financial stability, facilitate international trade, promote high employment and sustainable economic growth, and reduce poverty around the world” (http://www.imf.org/external/about.htm). 

The IMF was formed after WWII by 44 Allied nations to regulate the international monetary and financial order after the conclusion of WWII. Since its creation, the IMF has worked to oversee the international monetary system, provide technical assistance to low- and middle-income countries, and provide loans to countries that cannot meet their international payments and cannot find another way to finance their payments. 
European Union (EU)

After the Second World War, several European countries wanted to work together to prevent new wars. For this reason the European Coal and Steel Community was formed by Belgium, France, Italy, Luxembourg, the Netherlands and West Germany in 1952. This was the first step in the creation of the EU. 

Later, the six countries decided to cooperate in the production of coal and steel. The establishment of the European Coal and Steel Community was the first step towards more extensive cooperation. In 1958 it was extended to include other products, services and capital. This cooperation also included a customs union and the peaceful use of nuclear power. The cooperative project came to be known as the European Communities with the abbreviation “EC”. Over time it was extended to include sectors such as the environment, agriculture and transport.

 During the 1970s and 80s more countries in Western Europe joined the EC. At the end of the 1980s many of the communist regimes of Eastern Europe began to collapse. The Berlin Wall, which had symbolically divided Europe into East and West, fell and Germany was reunified. The changes in Europe and in cooperation between the countries of the EC were so significant that at the beginning of the 1990s it was agreed that the European Union (EU) should be formed. 

The European Union was formally established when the Maastricht Treaty was legalized on November 1st, 1993. In 1995 Austria, Sweden, and Finland joined the newly established EU.  In 2004, the EU increased when Malta, Cyprus, Slovenia, Estonia, Latvia, Lithuania, Poland, the Czech Republic, Slovak Republic, and Hungary joined the Union. 
Euro Currency
The euro was established by the provisions in the 1993 Maastricht Treaty. To participate in the currency, Member States are meant to meet strict criteria, such as a budget deficit of less than three per cent of their GDP, a debt ratio of less than sixty per cent of GDP, low inflation, and interest rates close to the EU average. In 2002, euro notes and coins replaced national currencies in 12 of the member states (eurozone). 

The eurozone has since expanded to include 16 of the 27 member states of the EU.  The eurozone consists of Austria, Belgium, Cyprus, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Malta, the Netherlands, Portugal, Slovakia, Slovenia and Spain. The currency is also used in a further five European countries, with and without formal agreements, and is consequently used daily by some 327 million Europeans. Also, outside the eurozone, a total of 23 countries and territories that do not belong to the EU have currencies that are directly pegged to the euro including 14 countries in mainland Africa, two African island countries, three French Pacific territories, and another Balkan country.  

The euro is the second largest reserve currency as well as the second most traded currency in the world after the U.S. dollar. 

Economic Instability of Greece

Years of unrestrained spending, cheap lending and failure to implement financial reforms left Greece badly exposed when the global economic downturn struck. Although remaining above the euro area average, economic growth turned negative in 2009 for the first time since 1993. By the end of 2009, as a result of a combination of international (financial crisis) and local (uncontrolled spending prior to the October 2009 national elections) factors, the Greek economy faced a severe crisis. National debt, put at €300 billion ($413.6 billion), was bigger than the country's economy, and some estimate showed that it reached 120 percent of gross domestic product in 2010. The country's deficit -- how much more it spends than it takes in -- was 12.7 percent.
On 23 April 2010, the Greek government requested that the EU/IMF bailout package (made of relatively high-interest loans) be activated. The initial size of the loan package was €45 billion ($61 billion) and its first installment covered €8.5 billion of Greek bonds that became due for repayment. On May 1 a proposal was signed for a 110 billion euro EU/IMF loan package over 3 years for Greece (retaining a relatively high interest of 5% for the main part of the loans, provided by the EU). 

 As of July 19, 2010 reports on evolutions in the Greek economy have been modestly positive (except economic growth itself), citing a 46% budget deficit reduction in the first half of 2010, major labor and pension system reforms. 
Current Status: 

After receiving the EU/IMF bailout package Greece’s economic reports have been steadily improving. According to the IMF, Greece will cut its budget deficit from 13.6% of GDP last year to 8.1% this year, and below a European Union ceiling of 3% by the end of 2014.

“To achieve those targets, the IMF program requires Greece to transform itself into a lower-wage competitor, slashing government wages and pensions, creating a two-tiered private wage system to encourage hiring of younger people, and opening up businesses protected by tariffs and other measures, including trucking and building” (http://online.wsj.com/article/SB10001424052748703674704575234404114028636.html.

Key Treaties or Past Efforts: 
Formation of the International Monetary Fund (IMF)
The United Nations Monetary and Financial Conference, commonly known as the Bretton Woods conference, was a gathering of 730 delegates from all 44 Allied nations to regulate the international monetary and financial order after the conclusion of World War II. Agreements were signed to set up the International Bank for Reconstruction and Development (IBRD), the General Agreement on Tariffs and Trade (GATT), and the International Monetary Fund (IMF).
Formation of the European Union and the euro currency

The European Union was established by the Treaty of Massatricht in 1993 with the goal of creating economic and monetary union by 1999 for all EU states except the UK. The treaty led to the creation of the euro currency which came into existence on January 1st 1999. 

Responses to the Crisis in Greece

EU/IMF Bailout for Greece

In May of 2010 the IMF approved its three-year €30 billion ($39 billion) contribution to a €110 billion Greek rescue package. With this loan, the IMF established a program to cut Greece’s budget deficit by slashing government wages and pensions, incentives to hire younger people, opening up businesses protected by tariffs and other measures. 
Bloc Positions:
Members of the European Union, specifically within the eurozone will approve of measures taken to stabilize Greece’s economy. However, some members of the European Union, such as Germany, were reluctant to approve the 110 million euro bailout for Greece. 

While researching your country it is important to examine your country’s economy, specifically in regards to their currency system and how invested they are in the global economy. Also research if your country has ever received economic support from the IMF.  

Committee Mission:
The main target of this committee is to stabilize the euro currency. In order to accomplish this, this committee will examine the economic situation that occurred in Greece, how the International Monetary Fund responded to the crisis, and the plan that the IMF has created to restore Greece’s economy.  This committee will also discuss how the International Monetary Fund should respond if such a crisis should occur again. 

Questions to Consider:
· Should the IMF have responded to the economic crisis in Greece differently?

· How involved should the IMF be in restoring Greece’s economy and stabilization of the euro currency?

· If the IMF loans money to defaulting countries should they control how the money is spent and implement policies to prevent future crisis? 

Sources for Further Research:
· http://www.businessweek.com/news/2010-05-08/eu-to-set-up-fund-to-prevent-spread-of-greek-crisis-update4-.html
· http://www.imf.org/external/
· http://www.cnn.com/2010/BUSINESS/02/10/greek.debt.qanda/index.html
· http://blogs.worldbank.org/prospects/category/tags/greek-crisis
· http://online.wsj.com/article/SB10001424052748703674704575234404114028636.html
· http://www.reuters.com/article/idUSTRE64H23V20100518
· http://www.time.com/time/business/article/0,8599,1992144,00.html
