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Accountability

❖ Expectation that a Central Bank:!

❖  Inform the public about its decisions!

❖  Justify its decisions!

❖ Expectation that a Parliament:!

❖ Be able to punish a central banks that does not fulfil 
its mandate



ECB Obligations to the Parliament

❖ Monetary Dialogue !

❖ The ECB President appears at least four times before 
the Committee of Economic and Monetary Affairs 
(ECON), who makes a statement then takes questions!

❖ Other Testimony!

❖ Separately, the ECB President presents once a year the 
Annual Report to the European Parliament plenary



Forward Guidance
!

❖ Bank of England, US Federal Reserve Bank:!

❖ They use testimony before their legislatures to set 
expectations about future policy!

❖ They set explicit goals to reach!

❖Meant to push down long-term interest rates!

❖ ECB also uses forward guidance, but Monetary Dialogue to 
date more generic, less news-worthy



Visibility of Monetary Dialogue in the Press



Quantitative Easing—What it is

❖ Quantitative Easing (QE) means that the central bank 
purchases assets, which boosts the money supply!

❖ Also meant to push down long-term interest rates, 
but more immediately than forward guidance!

❖ Signals to households expansionary monetary policy!

❖ The given asset class becomes more expensive, so 
asset holders rebalance portfolios and purchase other 
assets, which is also expansionary



Quantitative Easing—Implications for Parliament

❖ Principle: Any government intervention in the 
economy that leads to profits for some groups in 
society should be subject to parliamentary oversight, 
with parliament holding the central bank directly 
accountable for such decisions monitoring!

❖ US: testimony before Congress specifically on QE!

❖ UK: Parliament created a Select Committee to take 
evidence on the Bank of England’s programme!

❖ European Parliament?



New Role: ECB as Bank Supervisor
❖ Concern: role as monetary policy maker may conflict with role as 

supervisor!

❖ Plans:!

❖ Chair of the Supervisory Board to appear twice a year before 
the relevant European Parliament committee. !

❖ The ECB will submit an annual report to Parliament on its 
activities as a Supervisor, and the Chair is expected to present 
the report in an open hearing. !

❖ There are also provisions for making specific hearings 
confidential!

❖ Assessment: less transparent than the Monetary Dialogue



Conclusion

❖ Monetary Policy Dialogue a good step towards greater 
transparency, and greater accountability!

❖  As the European Central Bank does more, however, 
more oversight needed!

❖ What does one do if the bank’s position is at odds 
with the Parliament’s on (more) policies under its 
remit that pick winners and losers?


