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BACKGROUND
Since the creation of the Economic and Monetary Union (EMU), one
principle specific to the Eurosystem is the decentralised implementation
of monetary policy: The ECB coordinates the operations and the national
central banks carry out the transactions.

In the meantime, the Eurosystem operational framework has undergone
large changes, in particular after the 2008 financial crisis, with the
adoption of non-standard monetary policy measures, such as the public
sector purchase programme (PSPP), the asset-backed securities purchase
programme (ABSPP), the covered bond purchase programme (CBPP3), the
corporate sector purchase programme (CSPP) and the targeted longer-term
refinancing operations (TLTROs). With the introduction of these instruments,
the sharing of responsibilities between the ECB and national central banks
has become more complex while financial risks have increased in parallel with
the increase in the Eurosystem balance sheet.
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In that context, the decentralised model might contradict the preservation of simplicity and transparency
principles which ensure that monetary policy can be correctly understood and the accountability could be
effectively exercised by the European Parliament.

For the September 2017 session of the Monetary Dialogue, the Committee on Economic and Monetary
Affairs (ECON) of the European Parliament has requested a set briefings to monetary experts to address the
Eurosystem decentralised model for the implementation of the single monetary policy. The session will also
discuss measures aiming at improving simplicity, transparency and cost efficiency of the existing operational
framework. The publications are prepared by the Policy Department A of the European Parliament and are
available in the relevant section (Monetary Dialogue) of ECON internet website.
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IN-DEPTH ANALYSES
In-Depth Analysis on ‘The single monetary policy and its decentralised implementation: An

assessment' by Daniel GROS (CEPS, Centre for European Policy Studies)
The statutes of the European Central Bank (ECB) stipulate that it should have recourse to national central
banks (NCBs) to carry out monetary policy operations. Such a structure would not be a problem if these
operations were all identical across member states and if the resulting profits and losses were shared. But
this is not the case today. In this sense, the euro area no longer has a ‘single’ monetary policy.

There is little one can do about this situation, except to wait until the government purchase programme
ends and is then reversed.

However, two steps could be undertaken already now: i) the granting of emergency liquidity assistance
should be shifted to the ECB, and ii) the NCBs should be forbidden to undertake any financial operation
that is not a direct consequence of their execution of the ECB’s monetary policy decisions. The existing
stocks of assets (and liabilities), the so-called ANFA (Agreement on Net Financial Assets) holdings, which
are not related to monetary policy, should be transferred to either national finance ministries or national
special purpose vehicles.

In-Depth Analysis on ‘The Single Monetary Policy and Decentralisation: An Assessment' by
Mark HALLERBERG (Hertie School of Governance) and Rosa M. LASTRA (CCLS, Queen Mary University of
London)
Monetary policy in the Eurosystem is ‘one and indivisible’, an exclusive EU competence. However, there
remains an operational distinction: while the decision-making stage is centralized at the ECB, the
implementation stage is decentralized at the level of the National Central Banks (NCBs). In response to the
crisis the Eurosystem operational framework has undergone major changes with the introduction of non-
standard monetary policy instruments as well as the recourse to emergency liquidity assistance or lender
of last resort (LOLR).

Against this background, we assess the balance between centralization and decentralisation, considering
in particular the LOLR function both as regards market liquidity assistance (ECB competence) and
individual liquidity assistance (national competence, NCBs). We discuss measures which may improve the
simplicity, transparency and cost efficiency of the existing operational framework and facilitate the
effective exercise of accountability by the European Parliament. We further recommend that the role of the
ECB in the provision individual liquidity assistance be reconsidered in the light of Article 18 ESCB Statute
(European System of Central Banks) and the advent of banking union. We also argue that data on
Emergency Liquidity Assistance (ELA) should be reported, albeit with a lag, and that all banks provide a
disclosure policy.

In-Depth Analysis on ‘Policy decentralization at the ECB’ by Christophe BLOT (Sciences Po, OFCE) and
Jérôme CREEL (Sciences Po, OFCE & ESCP Europe)

The decentralized implementation of ECB policy to national central banks has raised concerns about the
transparency of policy operations. We argue that these concerns are misplaced: first, the sharp monetary
easing under the assets purchase programme is actually allocated according to the capital key of the ECB;
second, this allocation may feed divergences between the different Eurozone member states. Though the
latter point is not part of the ECB mandate, we argue that another policy may well be possible.

In-Depth Analysis on 'The single monetary policy and its decentralised implementation: An
assessment' by Francesco PAPADIA (Bruegel) and Alexander ROTH (Bruegel)

While the Eurosystem has considerably improved its operational transparency in the last few years, it is still
lagging the Federal Reserve System (Fed), especially in terms of the information it provides on operating
costs and staff numbers, for which it provides very scarce data. In addition, the available information is
scattered throughout different publications, rather than being presented in a user friendly fashion.
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Compared to the Fed, the Eurosystem seems to have higher staff numbers and operational costs for similar
tasks. Also because of the Treaty requirement to implement monetary policy in a decentralised way, the
Eurosystem’s implementation of monetary policy is fairly complex.

ADDITIONAL PUBLICATIONS ON MONETARY POLICY available on ECON
website

May 2017:
1. Financial innovation and monetary policy: Challenges and prospects – Individual notes
2. Rising long-term interest rates: Is the European bond market overshooting? – Individual notes

February 2017:
3. Extending QE: Are there additional risks for financial stability? – Compilation of notes
4. Side effects of non-standard monetary policy: How long is the short-run? – Compilation of notes

November 2016:
1. An assessment of the impact of Brexit on euro area stability - Compilation of notes
2. How do low and negative interest rates affect banks’ activity and profitability in the euro area? -

Compilation of notes
3. Transmission channels of unconventional monetary policy in the euro area: Where do we stand? -

Compilation of notes

September 2016:
1. Ultra-low/Negative yields on euro-area long-term bonds: reasons and implications for monetary

policy - Compilation of notes
2. Financial market fragmentation in the euro area: state of play - Compilation of notes

June 2016:
1. Why has ECB’s very accommodative monetary policy not yet triggered a rebound of investment? –

Compilation of notes
2. Effectiveness of the ECB programme of asset purchases: where do we stand? – Compilation of

notes

February 2016:
1. Implications for the euro area of divergent monetary policy stances by the Fed and the ECB -

Compilation of notes
2. Limits in terms of eligible collateral and policy risks of an extension of the ECB’s quantitative easing

programme - Compilation of notes
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POLICY DEPARTMENTS
The five policy departments are responsible for providing -
both in-house and external - high-level independent
expertise, analysis and policy advice at the request of
committees and other parliamentary bodies. They are
closely involved in the work of committees which they
support in shaping legislation on and exercising
democratic scrutiny over EU policies. Policy departments
deliver policy analysis in a wide variety of formats, ranging
from studies and in-depth analyses to briefings and the
Fact Sheets on the EU. This written output serves a variety
of purposes by feeding directly into the legislative work of
a specific committee or serving as a briefing for
delegations of members.

CONTACTS
Policy Department A: Economic and Scientific Policy
ECON - ENVI - EMPL - IMCO - ITRE - PANA
poldep-economy-science@ep.europa.eu

MONTHLY HIGHLIGHTS
The Monthly highlights provide an overview,
at a glance, of the on-going work of the
policy departments, including a selection of
the latest and forthcoming publications, and
a list of future events. To receive this
publication send an email to:
Ep-policydepartments@ep.europa.eu

SUPPORTING ANALYSES
Access all Studies, In-depth analyses,
Briefings and At a glance notes produced by
the Policy Departments.

All publications:
www.europarl.europa.eu/supporting-
analyses
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