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ECB must act for citizens
not the financial sector

In spite of its role in the Eurozone crisis, the European Central Bank
(ECB) continues to operate free from effective scrutiny. It remains
fixated on a price stability mandate, despite the fact that infla-
tion control has been proven unsuccessful. Balanced sustainable
growth and job creation should represent the core objectives of
the work of the ECB and they should represent the cornerstones
of monetary policy. The cheap loans it dishes out to banks must be
passed on to the real economy.

Austerity driver

Through its role as part of the Commission-IMF-ECB troika, the ECB
has continually pushed austerity as a solution for Eurozone coun-
tries, despite the fact it is widely recognised that austerity policies
have contributed to the recession. These measures have resulted
in growing unemployment, deep wage cuts, higher pension ages
and lower public spending in areas such as education and health
and will not be able to generate balanced prosperity.

Governments are unable to deal with debt, which is a direct con-
sequence of the massive failures of the financial markets, as cuts
take their toll on economic growth and in turn on tax revenue and
social expenditure. The ECB’s unwillingness to assist with debt
restructuring in deficit economies, therefore ensuring huge prof-
its at the expense of these countries’ public accounts, is shame-
ful. The fundamental role of the ECB should be to assist member
states in difficulty, but the ECB denies assistance to national gov-
ernments while at the same time provides support to banks which
have caused the economic crisis people are confronted with.

When the ECB was established, it was meant to be a free, apoliti-
cal body to manage the operation of the euro. But it has become
a political actor in its own right, one that lacks any democratic
framework.

GUE/NGL demands

The availability of the ECB to provide extraordinary support
to the financial system must properly be subject to condi-
tionality, in particular the commitment by institutions ben-
efiting from such support to significantly increase levels of
credit to small and medium-sized enterprises and to house-
holds. Non-viable “zombie-banks” must be closed down
once and for all.

The ECB should reduce its deposit facility rate to negative
values in order to encourage banking lending to the real
economy.

The ECB’s Governing Council must raise its inflation tar-
get in order to accommodate wage increases in the surplus
economies of the Eurozone in such a way that, on the one
hand, aggregate demand in the Eurozone is boosted and,
on the other hand, country imbalances within the Eurozone
are reduced.

Assessing impact of austerity programmes: The ECB must
engage in critical self-evaluation regarding all aspects of its
activity, including the impact of the adjustment programmes
it helped design on budgetary, labour market, public service,
taxation, and privatisation policies and the ex-post adequacy
of the macroeconomic assumptions and scenarios on the
basis of which these programmes were built.

More democratic control: The lack of accountability and
democratic control of the ECB must be highlighted and eco-
nomic and monetary policy decisions must receive the scru-
tiny they warrant at the European level, particularly in terms
of banking supervision. Without democratic oversight from
elected representatives in the Parliament, how can the ECB
be considered legitimate? The ECB has unparalleled statu-
tory powers which go well beyond its remit.



