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Programme

• I. Institutions of the European Union
• 1- History
• 2- Governance
• 3- Decision-Making
• 4- Lobbies

• II. Challenges of the European Union
• 5- Monetary policy
• 6- Migration policy
• 7- Defence policy
• 8- Democracy

• 9- Conclusion



Session 5. Euro: The monetary policy
of the EU



Outline

• I. Presentation of the European Central Bank (ECB)

• II. What effect has the financial crisis had on (the
powers of) the ECB? (Fontan, 2013)



I.	The	European Central	Bank	(ECB)	

• 1)	President

• 2)	History

• 3)	Location	

• 4)	Organization &	Tasks

Two main features:

i) Supranational institution

ii) ‘Independent’ institution in
a specific monetary domain:
Price stability à to safeguard
the value of the euro



1)	President

Christine	LAGARDE	(2019-)

Mario	DRAGHI	(2011-2019)	



2)	History

• 1999:	Creation

• 2002:	The	launching of	the	euro	currency (in	practice)	

• 2009:	Legal personality (like the	European Council)	

• 2020:	19	MS



3)	Location

Francfort,	Germany
Skytower (since 2014)



4) Organisation & Tasks

Governing Council	

Executive Board

General	Council	+	
Supervisory Board



4.1)	Governing Council

• The ECB's main decision-
making body

• Composition (25 members)

• 6 members of the Executive
Board

• Governors of the National
Central Banks (NCB) of the 19
euro area MS

• Meeting twice a month



4.1)	Governing Council

• Tasks:

• Adopts guidelines

• Takes decisions

• Defines the monetary policy of the euro area

• Responsible for setting interest rates:
• Maintaining price stability
• 2% inflation rate (Article 127(1) TFEU)

TFEU:	Treaty on	the	Functioning of	the	European Union	



4.2)	Executive Board

• 6 Members (appointed by the European Council):
• 1 President
• 1 VP
• 4 members



4.2)	Executive Board

• Tasks:	

• Prepares the	meetings	of	the	Governing Council

• Implements the	monetary policy of	the	euro	area

• Ensures the	day-to-day management	of	the	ECB



II. What effect has the financial crisis had on
(the powers of) the ECB? (Fontan, 2013)

• 1) Assumptions

• 2) Context

• 3) Effect(s)

• 4) Explanation

No	Q/A	session	because…



1) Assumptions

• Hyp #1 : Weakening of an institutional actor?
• A dynamic of disintegration

• Hyp #2: Strengthening a political actor?
• A deeper integration



2)	Context

• Phase 1: Banking crisis (2007-9)
• Summer 2007: Bursting of the real estate bubble

• Phase 2: Sovereign Debt Crisis (2009-13)
• Autumn 2009: The new Greek government announced
• a budget deficit of 13% (vs. 2%) and
• a debt of more than 100% of GDP (vs. 60%)



3) Effect of the financial crisis on the ECB

• Competences of the ECB before the crisis?

• Only technical competences (not political competences)

• Independent ECB because prerogatives are limited to a
sector (monetary policy) and a mission (price stability)

• Delegations of power introduced by MS



3) Effect of the financial crisis on the ECB

• Competences of the ECB after the crisis?

• ‘Window of opportunity’ (time for political
change)

• The crisis has reinforced the ECB: An
institution with enhanced technical and
political competences

• Delegation of powers obtained by the ECB,
loss of control of MSà ‘spill-over’ effect

• The ECB is not only a regulatory institution but
also a political actor



3) Effect of the financial crisis on the ECB

• ‘The ECB is not a politically neutral
actor’ (p. 40) (…) ‘influence the
economic policies of the various
MS, as well as the governance
rules of the Economic and
Monetary Union (EMU)’ (p. 23)

• ‘The ECB played a major role in
framing the ‘sovereign’ crisis in
the euro area and imposing
austerity policies in countries in
financial difficulty’ (p. 40)

‘Troïka’:	ECB,	EC,	IMF



4) Argument: Three explanatory
variables
• i) Obtaining a monopoly on liquidity (political influence)

• See Securities Market Programme (SMP) from May 2010; Monetary
Transactions Programme (OMT) from Sept 2012

• ii) Recognition of its expertise in financial markets
• Influence of the ECB on decision-making in the Economic and
Monetary Union (macroeconomic policies)

• iii) Development of its moral authority over MS
(perceptions)
• The ECB has played a role as a ‘creator of alliances between the two
opposing sides of creditor and debtor countries’ (p. 38)



To	sum up	

• The ECB's power has not decreased but increased during the
financial crisis

• In this particular context, its role has not only been technical
but also political

• It has not only ensured price stability, but has shaped
macroeconomic policies

• And what’s going on now with the Covid? The European
Council (more than the ECB) rules the game



To	go	a	step further


