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The seminar for journalists organised by the European Parliament's Press Service on 5 December 2012 aims to provide an 
overview of the proposed legislation towards establishing a Banking Union. On 12 September 2012, the European Commission 
put forward a highly ambitious plan for all the Eurozone's 6000 banks to be directly supervised by the European Central Bank 
by January 2014, in order to strengthen the Economic and Monetary Union and as a first step towards an integrated Banking 
Union. Parliament's work on the Commission's proposals is being steered by the Economic and Monetary Affairs Committee, for 
endorsement by the Parliament as a whole in the coming weeks.  
This leaflet provides extracts from a compilation of five papers prepared by Policy Department A of the European Parliament in 
relation to the establishment of a Banking Union. These papers provide a first evaluation of the Commission's proposals. 
Within the European Parliament, the role of policy departments is three-fold: to provide timely specialised advice to all 
parliamentary bodies; to carry out research addressing their needs; to manage the budgets for external expertise according to 
the decisions taken by committees, under the supervision of the directors and the directors-general. 
Scan the QR code or just click on the title of the publication to access it directly. 
 

 

Banking Union and a Single Banking Supervisory Mechanism 
ECON  -  October 2012  -  Available in EN 

Problems in the banking system are a central dimension of the current crisis and the establishment of a 
banking union is a necessary (though not sufficient) condition for an eventual crisis resolution that 
respects the integrity of the euro. A major building block for the banking union is the banking 
supervision. The Euro Area Summit Statement of June 2012 described the provision of such a single 
supervisory mechanism 'as a matter of urgency'. The European Commission therefore published a set of 

 
proposals for the establishment of a Single Supervisory Mechanism, as a first step towards an integrated banking union 
which includes further components such as a single rulebook, common deposit protection and a single bank resolution 

mechanism. The Commission's set of proposals is made up of: (i) a Communication entitled “A Roadmap towards a Banking Union”; (ii) a 
proposal for a Regulation to create the Single Supervisory Mechanism with a central role conferred on the ECB; and (iii) a proposal to 
amend the 2010 Regulation establishing the European Banking Authority to adapt it to the creation of the Single Supervisory Mechanism. 
The notes in this compilation provide a first evaluation of the Commission's proposals of 12 September 2012. 
 
 

Europe’s Single Supervisory Mechanism and the Long Journey towards a Banking Union 
Although the European Commission’s proposal for the establishment of a Single Supervisory Mechanism (SSM) and related reform of the 
European Banking Authority (EBA) do not create a fully-fledged banking union, they rightly endow the European Central Bank (ECB) with 
broad authority over all individual banks in the supervisory mechanism’s geographical perimeter. Nevertheless, the status of non-euro 
area Member States willing to participate in this mechanism and the governance and decision-making processes of the ECB in this 
respect, call for more elaboration.  This note highlights the fact that energetic steps towards resolving Europe’s current banking fragility 
are urgently needed. The cost to Europe’s citizens of further delay could be extremely significant, not only in financial terms but also in 
political and social ones. The author of this note recommends that the European Parliament provides its support for the bulk of the 
Commission’s proposals while insisting on some necessary improvements, particularly as regards the accountability of the future 
European supervisory function within the ECB; inclusiveness of the SSM vis-à-vis non-euro area Member States that desire to participate in 
the banking union; and further safeguards for non-euro area Member States in the ad hoc reform of the EBA, pending the more 
fundamental changes of the planned review of 2014.  
 

 

Banking Union and a Single Bank Supervisory Mechanism 
This paper considers why a banking union is essential to the proper functioning of a monetary union. It describes how the European 
Banking Union should be designed and some of its consequences for the euro area. Whilst reminding of the widespread agreement that 
the banking union is a necessary condition for the survival of the euro, this note also clarifies that the essential components of such union 
are a single supervisor, a single regulatory framework and a single bank resolution regime. In addition, there is also widespread support 
for a single deposit insurance scheme, although this is not considered to be an essential element.  This author of this note agrees that the 
European Central Bank (ECB) should play the role of the single supervisor within the Banking Union and explains that in the short run, the 
ECB should supervise large and systemically important banks. It should delegate the supervision of small banks to the local authorities but 
it must retain the power to overrule national supervisors and choose to supervise directly any bank of any participating country at any 
time. Independent institutions should run the bank resolution regime and the single common deposit insurance facility. These institutions 
and the ECB should be substantively accountable to the European Parliament.  
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How should a European Banking Union work? 
This paper discusses the arguments for a banking union in Europe and outlines how such a union could be implemented. The 
absence of a monetary policy and exchange rate tool for euro area Member States makes banking crises even more threatening 
for these countries. It also strengthens the argument for a common bank supervisor backed by common deposit insurance and 
resolution funds. The European Central Bank (ECB) is the best placed institution to play the role of common supervisor due to 
its position as the lender of last resort to banks. The author of this paper notes that the current discussion on banking union 
leaves the euro area a long way from a coherent and workable banking union. 
Other issues discussed in this paper include: the arguments for harmonising banking regulations, deposit insurance and 
resolution regimes; why there is a strong argument for a common bank supervisor in the euro area and not the whole of the 
European Union; the ideal structure for the common supervisory approach, involving the ECB as supervisor for all banks, 
together with a common European deposit insurance and resolution fund.  
 

 

Banking Union and a Single Banking Supervisory Mechanism 
The European Commission has put forward a proposal that moves the euro area towards a banking union. The author of this 
paper argues that while the nature of the proposal is good, several components are missing. First, the European Central Bank 
(ECB) can never supervise all 6000 banks in the euro area. Non-systemic banks should be supervised by national supervisors in a 
harmonised framework. Second, there are loopholes with respect to the relation between euro and non-euro area Member 
States. Furthermore, there is no mention of a burden sharing mechanism in the Commission's proposals except for a paragraph 
referring to the European Stability Mechanism (ESM) as a fund for restructuring purposes. This is an important political issue, as 
many member states will not accept the ECB as supervisor and resolution authority while resolution efforts are still funded at 
the national level. 
This paper focuses mainly on the new task of the ECB, the consequences on its functioning, reputation and credibility, and the 
prerequisites set by its governing authorities for involvement in banking supervision: i) monetary policy must continue to be 
separated from bank supervision; ii) the independence of monetary policy must be guaranteed, although with stronger 
parliamentary and judicial control of the new supervision tasks; iii) all instruments necessary to perform an effective banking 
supervision must be provided.  
 

 

Banking Union and a Single Banking Supervisory Mechanism 
A real banking union must consist of three main building blocks: a single euro area banking supervisor, a euro area resolution 
authority and a single European Deposit Guarantee Scheme. The European Stability Mechanism (ESM) should build a bridge to 
a common European Bank Resolution Fund.  
The author of this paper argues that for the euro area to survive, it is absolutely necessary to advance step by step towards a full 
euro area banking union, in the medium to long-term. As a first step, it is necessary to create a single banking supervision in 
order to assess the real situation of euro area banks and to create a level playing field in supervision - which currently does not 
exist. Second, it is necessary that a single banking resolution mechanism breaks up the diabolic loop between the banking crisis 
and the sovereign crisis, present in several Member States; the ESM needs to play a major role as a transitory mechanism. Third, 
it is also necessary to create a single deposit guarantee scheme, to avoid deposit runs and capital flight, which leads to an 
increasing fragmentation of the euro area banking market. 

 

*** 
 

Policy Departments 
Effective parliamentary work relies on specialised, objective, high-quality and up-to-date information. To this end, five units 
responsible for research, analysis and policy advice, known as policy departments, were created to provide this expert advice. Our 
activities cover all areas of competence of the European Parliament. We produce high-level independent advice, based on research 
carried out either in-house or by external researchers.  
Policy departments deliver a wide range of expertise, comprising texts as diverse as in-depth studies on complex legislative issues, 
comparative studies and short background briefings. These documents aim to support the work of the various parliamentary bodies. 
They serve a variety of purposes: they can feed directly into the legislative work of a specific committee or serve as a briefing for 
delegations of Members. Apart from a few confidential documents, all texts produced by the policy departments are available on the 
Parliament’s website for the benefit of all Members and the wider public.  
  

Contacts:  

 

IPOL Policy Department A  
Economic and scientific policy poldep-economy-science@europarl.europa.eu 

 

Where to find the studies?   

Link to the e-studies database: www.europarl.europa.eu/studies.html  
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