
ABSTRACT
This paper compares financial assistance programmes of four euro-area countries 

(Greece, Ireland, Portugal, and Cyprus) and three non-euro-area countries 

(Hungary, Latvia, and Romania) of the European Union in the aftermath of the 

2007/08 global financial and economic crisis—which were supported by the 

International Monetary Fund (IMF) and various European financing facilities. 

These programmes have distinct features compared with assistance programmes 

in other parts of the world, such as the size of imbalances, financing, unique 

cooperation of the IMF and various European facilities, and membership of a 

currency union in the case of euro-area countries. We evaluate the programmes 

by assessing their success in creating conditions to regain market access, the 

degree of compliance with loan conditionality, and actual economic performance 

relative to programme assumptions. We conclude that the rate of compliance 

with loan conditionality was not a good predictor of programme success and 

that deviations from gross domestic product programme assumption correlate 

strongly with fiscal performance and unemployment, highlighting the key role of 

macroeconomic projections in programme design. While the Troika institutions 

succeeded in cooperating, there were major disputes among them in some cases, 

especially related to the assessment of fiscal sustainability and cross-country 

spillovers. Asian countries can draw several lessons from European experiences, 

including the coexistence of the IMF and regional safety nets, cooperation issues, 

systemic spillovers, and social implications of programme design.
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1 See Table 1 in Darvas (2009) for the contribution of the different lenders to these three financial assistance 
programs. 
2 See Pisani-Ferry and Sapir (2010). 
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3 https://www.esm.europa.eu/efsf-overview  
4 http://ec.europa.eu/economy_finance/eu_borrower/efsm/index_en.htm  
5 https://www.esm.europa.eu/  

https://www.esm.europa.eu/efsf-overview
http://ec.europa.eu/economy_finance/eu_borrower/efsm/index_en.htm
https://www.esm.europa.eu/
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6 See more details at: https://www.ecb.europa.eu/ecb/orga/escb/html/index.en.html  
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http://bruegel.org/publications/datasets/real-effective-exchange-rates-for-178-countries-a-new-database/
http://bruegel.org/publications/datasets/real-effective-exchange-rates-for-178-countries-a-new-database/
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7 Data source: February 2017 AMECO data set of the European Commission. 
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8 See the Reuters report, “Greece returns to bond markets, says end of bailout nears” at 
http://www.reuters.com/article/greece-bonds-idUSL6N0N21X220140410  

http://www.reuters.com/article/greece-bonds-idUSL6N0N21X220140410
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9 The third Greek program is not included, because the IMF has not yet decided to participate in this program and 
therefore it is not included in the IMF’s Monitoring of Fund Arrangements (MONA) database. The second and 
third programs for Romania are not included either, because Romania considered those programs as 
precautionary and no money was disbursed from these programs.  
10 None of the seven countries received conditions related to “international trade policy, excluding customs 
reforms” and “economic statistics excluding fiscal and central bank transparency and similar measures,’ two 
headings which were included in many other IMF programmes. Therefore, we do not list these headings in Table 
3. Trade policy is an EU-level competency. Statistical methodologies are harmonized in the EU and the 
production of statistics is supervised by Eurostat, the EU’s statistical office, and specific conditions for fiscal 
statistics were added in some cases: Greece was asked to revise the methodology of government finance 
statistics, while Ireland, Hungary, and Portugal received some related recommendations, like passing a budget 
responsibility law. 
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11 This condition was listed under the “Labour market” heading in the first Greek programme, while a very similar 
condition was listed under “Other structural measures” in the second Greek programme. 
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12 The evaluation report of the Independent Evaluation Office of the IMF (2016) concluded that Greek and 
Portuguese programs incorporated “overly optimistic growth projections,” while the Irish program did not. 
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o 

o 

 

 

 

 

                                                           
13 We note that a number of commentators question the reliability of the 26 percent GDP growth number for 
2015, see for example Coffey (2016) and Regan (2016). 
14 We do not include the third financial assistance program for Greece in our study, since it is a very recent 
program, yet we note that outcomes so far also became much better than planned both for GDP (see Annex 
Figure 16) and public finances.  
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15 See Table 1 on page 26 of http://www.imf.org/external/pubs/ft/scr/2010/cr10110.pdf  

http://www.imf.org/external/pubs/ft/scr/2010/cr10110.pdf
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16 See Table A.1 on page 38 of http://www.imf.org/external/pubs/ft/scr/2010/cr10110.pdf  
17 The initial May 2010 program included a much more modest target: €5 billion in total by the end of 2015. The 
second review by the IMF published in December 2010 noted that “the authorities are preparing a more 
ambitious three year privatization strategy than originally foreseen in the program.” In early 2011, the target was 
increased to €50 billion; see the third program review by the IMF published in March 2011 ( 
https://www.imf.org/external/pubs/ft/scr/2011/cr1168.pdf ), which puts this plan into the perspective of earlier 
privatization programs of other countries, and pages 13–16 and page 82 of the updated Memorandum of 
Understanding: https://www.imf.org/external/np/loi/2011/grc/070411.pdf 

http://www.imf.org/external/pubs/ft/scr/2010/cr10110.pdf
https://www.imf.org/external/pubs/ft/scr/2011/cr1168.pdf
https://www.imf.org/external/np/loi/2011/grc/070411.pdf
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18 https://ec.europa.eu/info/business-economy-euro/euro-area/euro/eu-countries-and-euro/latvia-and-euro_en  

https://ec.europa.eu/info/business-economy-euro/euro-area/euro/eu-countries-and-euro/latvia-and-euro_en
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19 The exchange rate criterion for joining the euro area requires a country to keep its exchange rate in a +/-15 
percent wide exchange rate band 2 years prior to entering the euro area and therefore devaluation in 2009 would 
have not excluded euro entry in 2014. 
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20 See Darvas (2012c). 
21 See Brennan (2010), Lane (2011), and O’Rourke (2011) for arguments for and against the restructuring of 
senior bank debt. 
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22 The IMF received major criticisms from its emerging/developing country members for its earlier handling of the 
euro-area crisis. 
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23 For example, the IMF and its policies have evolved significantly in post-1997/98 Asian financial crisis and is 
moving beyond a “one size fits all” approach. For example, the IMF (1) recently endorsed capital controls under 
certain conditions, while strongly opposed such controls earlier; (2) conducted extensive research on social 
issues like income inequality, while there was hardly any such research earlier; (3) published several papers on 
fiscal multipliers and entered into a major debate with the European Commission on this issue, by arguing that 
multipliers tend to be large in a recession, which should be considered in the design of fiscal strategies; and (4) 
for Greece, while the IMF wholeheartedly endorsed the 6 percent of GDP primary balance target of the first 
financial assistance program of 2010 and the 4.5 percent of GDP target of the second financial assistance 
program of 2012, since 2015 it argues that even a 3.5 percent target is too ambitious and instead a 1.5 percent 
target would be appropriate. We assess many of these changes as “pragmatic.” 
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