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The Law and Politics of Independent Policy Coordination

Fiscal and Sustainability Considerations in the European
Central Bank’s Monetary Policy

Nik de Boer, Seraina Grünewald, and Jens van’t Klooster*

14.1 introduction

Central banks do not possess the regulatory and fiscal tools to set the pace for the
environmental transition and lack the democratic legitimacy to do so.1 At the same
time, the twenty-first century’s climate and environmental challenges are intimately
tied to traditional monetary and financial stability objectives. Economies that delay
transitioning will be exposed to large and increasingly predictable shocks.
Conversely, any successful transition towards a sustainable economy will also
require, as the Paris Agreement puts it, alignment of the relevant financial flows.
The establishment and remarkable growth in membership of the Network for
Greening the Financial System (NGFS) testifies to central banks’ struggle with
their new role.2

Before the global financial crisis of 2007–2008, a common understanding was that
their independence prohibits central banks from coordinating their policies with
political actors. Instead, central banks were meant to focus narrowly on the objective

* We are grateful to Sebastian Diessner and Gregor Laudage for helpful feedback on an earlier
draft of this paper. The usual disclaimer applies.

1 On democratic legitimacy see Chapter 15 in this volume.
2 NGFS, A Call for Action: Climate Change as a Source of Financial Risk (NGFS, 2019); NGFS,

Adapting Central Bank Operations to a Hotter World: Reviewing Some Options (NGFS, 2021);
J.-H. Hinselmann, ‘“A coalition of the committed”: climate protection of central banks through
the Central Bank Supervisors Network for Greening the Financial System (NGFS) from a
perspective of Global Administrative Law’, in D. Dam-de Jong and F. Amtenbrink (eds.),
Netherlands Yearbook of International Law 2021: A Greener International Law: International
Legal Responses to the Global Environmental Crisis (The Hague: T.M.C. Asser Press, 2023),
pp. 223–250; E. Helleiner, M. DiLeo, and J. van’t Klooster, ‘Financial technocrats as competi-
tive regime creators: The founding and design of the Network for Greening the Financial
System’ (2024) 19 Regulation & Governance 901–916.
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of price stability, which they pursued by themselves, without the help of other actors.
Central banks were – deliberately – lonely.3

The consecutive crises starting in 2007 with the financial crisis, followed by the
2010 sovereign debt crisis in Europe, the coronavirus disease 2019 (COVID-19) crisis,
and today’s ongoing geopolitical tensions, led central bankers to engage with other
areas of economic policy. Over the past years, central banks have moved away from
the pre-crisis monetarist paradigm, and many have used their monetary policy tools
to more proactively support policy objectives such as financial stability, fiscal
stability, and – more recently – environmental sustainability. The way in which
central banks interpreted their mandate in confronting new challenge reflects their
domestic political contexts.4 Encouraged by the bold legislative action and policy
initiatives that the European Union (EU) has taken since 2018 to mitigate climate
change, the European Central Bank (ECB) has adopted a climate agenda of its
own.5 The US Federal Reserve System, on the other hand, waited until the end of
the first Trump administration to join the NGFS and left it again in anticipation of
the second.6 While they remain lonely, central banks no longer operate in a
political vacuum.
The efforts of central banks in deliberately shaping as well as following broader

climate policies are instances of policy coordination. Such coordination can run in
two directions: the central bank can seek to shape economic policy, or it can let its
own policies be shaped by choices of other economic policymakers. The ECB too
has increasingly coordinated its policies with the political institutions of the EU.
It has (i) sought to weigh-in on, influence, and promote specific economic policies
through its policy instruments; and (ii) also based the design of its policy measures
on decisions made by the EU’s political bodies – first and foremost the Commission,
Council, European Council, and/or the European Parliament – and the Member
States. In the context of monetary policy, we refer to (i) as “monetary to economic
coordination” and to (ii) as “economic to monetary coordination.”7

3 D. Mabbett and W. Schelkle, ‘Independent or lonely? Central banking in crisis’ (2019) 26
Review of International Political Economy 436–460.

4 M. Moschella, Unexpected Revolutionaries: How Central Banks Made and Unmade Economic
Orthodoxy (Ithaca, NY: Cornell University Press, 2024); M. DiLeo, G. Rudebusch, and J. van’t
Klooster, ‘Why the Fed and ECB parted ways on climate change: The politics of divergence in
the global central banking community’ (2023) Hutchins Center Working Paper, no. 88, 1–30.

5 See Chapters 3 and 10 in this volume.
6 See Chapter 4 in this volume.
7 In line with Article 120 Consolidated version of the Treaty on the Functioning of the European

Union, OJ 2012 C 326/47 (TFEU), we use a broad definition of “economic policies” in this
chapter, which encompasses policies that pursue not only economic but also environmental
objectives, including climate change mitigation. Similarly M. Ioannidis, S. J. Hlásková
Murphy, and Chiara Zilioli, ‘The mandate of the ECB: Legal considerations in the ECB’s
monetary policy strategy review, ECB Occasional Paper Series No 276, September 2021,
pp. 13–14.
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While they are distinct topics, policy coordination is typically studied implicitly
through the lens of central bank independence. Scholars have widely debated the
tricky legitimacy issues that central banks faced after the global financial crisis and
the Eurozone crisis.8 Much less has been written on the practice of and legal basis
for the policy coordination that central banks developed in response.9 This chapter
seeks to fill that void by studying how and why the ECB has moved towards more
extensive coordination, as well as exploring what the legal limits of such coordin-
ation are. The ECB provides an interesting case study because of its high degree of
independence and its reputation as the “most independent central bank in the
world,”10 which might – at least according to a more conventional understanding
of central banking – speak against policy coordination.11 Moreover, due to the
asymmetric integration inherent in Economic and Monetary Union (EMU), the
ECB lacks clear economic and fiscal counterparts to coordinate policy with. For
these reasons, the ECB constitutes an unlikely case for extensive coordination,
which suggests that more detailed studies of the topic for other central banks will
likely find a similarly important role for policy coordination.

We document an interesting paradox: although the ECB has increasingly
engaged in policy coordination, it has done so on a unilateral basis, that is, the
ECB has chosen on its own whether, when, and with which economic policies it
coordinates monetary policy. We refer to this practice as “independent policy coord-
ination.” Through independent policy coordination, the ECB acknowledges the

8 C. Borio, ‘Central banking post-crisis: What compass for uncharted waters?’ in C. Goodhart, D.
Gabor, J. Vestergaard, and I. Ertürk (eds.), Central Banking at a Crossroads: Europe and
Beyond (London: Anthem Press, 2014), pp. 191–216; W. Buiter, ‘Central banks: Powerful,
political and unaccountable?’ (2014) 2 Journal of the British Academy 269–303; P. Tucker,
Unelected Power: The Quest for Legitimacy in Central Banking and the Regulatory State
(Princeton, NJ: Princeton University Press, 2018); B. Braun, Two Sides of the Same Coin?
Independence and Accountability of the European Central Bank (Brussels: EU Transparency
International, 2017); C. Goodhart and R. Lastra, ‘Populism and central bank independence’
(2018) 29 Open Economies Review 49–68; J. Johnson, V. Arel-Bundock, and V. Portniaguine,
‘Adding rooms onto a house we love: Central banking after the global financial crisis’ (2019) 97
Public Administration 546–560; J. van’t Klooster, ‘The ethics of delegating monetary policy’
(2020) 82 Journal of Politics 587–599; L. Downey, ‘Delegation in democracy: A temporal
analysis’ (2021) 29 The Journal of Political Philosophy 305–329; J. Best, ‘Uncomfortable know-
ledge in central banking: Economic expertise confronts the visibility dilemma’ (2022) 51

Economy and Society 559–583.
9 For a recent study on monetary-fiscal coordination see S. Diessner, ‘The political economy of

monetary-fiscal coordination: Central bank losses and the specter of central bankruptcy in
Europe and Japan’ (2023) 31(3) Review of International Political Economy, 1099–1121, as well as
S. Diessner, ‘The European Central Bank and the Policy Mix’, Institut Avant-Garde April 2024.

10 A. Lamfalussy, ‘The European Central Bank: Independent and accountable’, ECB,
13 May 1997; W. F. Duisenberg, ‘The role of the central bank in the united Europe’, ECB,
4 May 1990.

11 Calling for policy coordination between the Bank of England and HM Treasury, P. Sedgwick,
‘Towards an overhaul in Treasury-Bank of England relationship’, Official Monetary and
Financial Institutions Forum, 10 July 2023.
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interdependencies of monetary and economic policies. At the same time, the central
bank’s approach remains shaped by the pre-2008 ideal of monetary dominance. The
ECB stays clear of multilateral coordination, where other policymakers acquire a
role in determining which objectives the central bank should promote. As ECB
Executive Board member Isabel Schnabel articulated that position, “it would be
misleading to speak of a new ‘partnership’ between fiscal and monetary policy,”
since this would imply “a degree of coordination that would be inconsistent with an
independent central bank.”12

The contribution of this chapter is two-fold. First, we trace the evolution of the
practice and ideological backing of independent policy coordination by providing
an analysis of actual policies and views held by ECB top officials. The chapter
develops its argument through a systematic analysis of speeches by the ECB’s
Executive Board members.13 Based on our definition of coordination, we researched
the historical development of the ECB’s own views on coordination from the
establishment of the central bank in June 1998 to November 2022. For this purpose,
we searched the ECB’s speeches dataset for the following keywords: “co-ordination”;
“co-ordinate”; “coordination”; and “coordinate.”14 Through close reading and pur-
posive sampling we selected for further analysis those speeches that actually con-
cerned coordination as defined in this chapter, including speeches that expressed
the views of ECB Executive Board members on the role of economic policy.15 This
led to an analysis of a total of 220 ECB speeches within the period of 1 June 1998 and

12 I. Schnabel, ‘Pulling together: Fiscal and monetary policies in a low interest rate environment’,
ECB, 12 October 2020.

13 C. Fontan, F. Claveau, and P. Dietsch, ‘Central banking and inequalities: Taking off the
blinders’ (2016) 15 Politics, Philosophy & Economics 319–357; Johnson et al., ‘Adding rooms
onto a house we love’; P. Dietsch, C. Fontan, J. Dion, and F. Claveau, ‘Green central
banking’, in J. Sandberg and L. Warenski (eds.), The Philosophy of Money and Finance
(Oxford: Oxford Academic, 2024), pp. 283–302; J. Deyris, ‘Too green to be true? Forging a
climate consensus at the European Central Bank’ (2023) 28 New Political Economy 1–18; H.
Van Doorslaer and M. Vermeiren, Beyond Normal Central Banking? Monetary Policy after the
Pandemic (Brussels: ETUI aisbl, 2022).

14 Dataset version 1 December 2022. European Central Bank, Speeches dataset, 25 October 2019,
www.ecb.europa.eu/press/key/html/downloads.en.html.

15 The words ‘co-ordination’, ‘co-ordinate’, ‘coordination’, and ‘coordinate’ appeared in 592

speeches. A large number of speeches did not actually concern coordination as defined in this
chapter. To select and analyze relevant speeches, we employed two strategies. To gain an
understanding of both the ECB’s original as well as its more recent thinking on the issue of
coordination, we carefully read all speeches that included one of the mentioned keywords for
the period of 1 June 1998 until the end of 2004, as well as for the years 2020, 2021, and 2022. This
meant we analyzed 126 speeches for the period 1998–2004, out of which we judged 55 relevant
for the topic of coordination. For the period 2020–2022 we analyzed 34 speeches, out of which
we considered 19 relevant. For all the other years we sampled a minimum of three speeches per
year, which we selected by judging their relevance on the basis of the title of the respective
speech. This led to an analysis of 60 speeches in total for the period 2005–2019. We analysed
the ECB’s evolving views on policy coordination based on a careful reading and interpretation
of the selected speeches.

The Law and Politics of Independent Policy Coordination 311

terms of use, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/9781009450423.018
Downloaded from https://www.cambridge.org/core. UVA Universiteit van Amsterdam, on 19 Feb 2026 at 13:59:54, subject to the Cambridge Core

http://www.ecb.europa.eu/press/key/html/downloads.en.html
http://www.ecb.europa.eu/press/key/html/downloads.en.html
http://www.ecb.europa.eu/press/key/html/downloads.en.html
http://www.ecb.europa.eu/press/key/html/downloads.en.html
http://www.ecb.europa.eu/press/key/html/downloads.en.html
http://www.ecb.europa.eu/press/key/html/downloads.en.html
https://www.cambridge.org/core/terms
https://doi.org/10.1017/9781009450423.018
https://www.cambridge.org/core


29 November 2022, which we consider a sufficiently large sample to adequately
capture the ECB’s views on this topic. We discuss the findings of the speech analysis
against the ECB’s monetary policy strategies of 1998, 2003, and 2021 and its actual
practice of independent policy coordination in more recent years. Our analysis shows
that independent policy coordination is reaching its limits in practice and that the
reasons for the ECB engaging or not engaging in coordination remain opaque and
poorly understood by the public, raising accountability and legitimacy concerns.

Second, the chapter explores the ECB’s room for manoeuvre in coordinating its
policies with the climate policies of EU and national economic policymakers from a
legal perspective. There is increasing legal scholarship discussing the ECB’s man-
date to consider climate change in its policies. We contribute to the discussion by
focusing on the ECB’s possibilities of and potential limits to coordination with
economic policymakers in matters of environmental sustainability. In particular,
we address the tension between coordination and the ECB’s high level of
independence guaranteed by the Treaties. Our analysis shows that the legal frame-
work and the way in which it is interpreted by the Court of Justice of the European
Union (CJEU) is accommodative of independent policy coordination and that the
latter raises more democratic-political than legal concerns. It also highlights, how-
ever, that independent policy coordination reaches legal limits when the ECB acts
in support of the climate-related policies by economic policymakers in the Union, as
mandated by Article 127(1), second sentence, TFEU.

The chapter proceeds as follows. Section 14.2 sets out the ECB’s early views on policy
coordination based on an analysis of speeches by ECB Executive Board members and
the central bank’s 1998 and 2003 strategies. Section 14.3 then turns to exploring how
these views have evolved since the global financial crisis and fed into the ECB’s
2021 strategy review.16We pay special attention to how independent policy coordination
has underpinned the ECB’s climate agenda. The legal framework for policy coordin-
ation on sustainability is discussed in Section 14.4. Section 14.5 concludes.

14.2 the ecb’s early views on policy coordination:

developing “independent policy coordination”

Throughout the twentieth century, central banks often shared responsibility for
monetary policy with governments.17 The control of domestic credit conditions took

16 While the 2025 strategy review did not form part of the analysis in this chapter, it confirms the
ECB’s willingness to deploy independent policy coordination going forward. See ECB, ‘Our
2025 monetary policy strategy’, Overview note, 30 June 2025, https://www.ecb.europa.eu/mopo/
strategy/strategy-review/ecb.strategyreview202506_strategy_overview.en.html.

17 J. Singleton, Central Banking in the Twentieth Century (Cambridge: Cambridge University
Press, 2010); E. Monnet, Controlling Credit: Central Banking and the Planned Economy in
Postwar France, 1948–1973 (Cambridge: Cambridge University Press, 2018); J. van’t Klooster,
‘The case for a European credit council: Historical and constitutional fine-tuning’ (2023) 14(4)
Accounting, Economics, and Law: A Convivium 519–532.
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place via a fine-grained web of regulatory interventions and financial transactions,
often consisting of direct credit to banks and governments, as well as the orchestra-
tion of credit money creation via a complex web of private, semi-private, and public
lenders. In the course of the 1970s and 1980s, central banks increasingly developed
an approach to monetary policy focused on setting prices in money markets. Within
these newer policy frameworks, they more narrowly defined statutory objectives
without coordination.
The defining characteristics of the post-1980 approach were three-fold.18 First, the

goals of the central bank were narrowed to price stability, typically measured in
terms of a quantitative index for consumer prices. Second, moving away from direct
credit transactions, the operations used to achieve price stability increasingly focused
on steering interest rates in money markets. Finally, and often only after these
changes in their operational reality, central banks increasingly operated at arm’s
length from elected government. From a statutory perspective, this led to the
widespread introduction of legal prerogatives for central banks to set monetary policy
without instructions from elected governments.
The Maastricht Treaty and the ECB’s early strategies were profoundly shaped by

these three normative commitments.19 The current Article 127(1) TFEU sets out
price stability as the ECB’s primary objective, but “without prejudice to price
stability” also references a range of potential further, secondary objectives in con-
junction with Article 3 Treaty on European Union (TEU).20 The Treaty allows the
central bank to engage in a broad range of financial market transactions21 and,
conditional on a two-thirds majority in the ECB Governing Council, any measures
to control money it sees fit.22 Article 123 TFEU forbids the direct purchase of public
debt, yet it was formulated in a way that permits buying government bonds on
secondary markets.23

18 B. Bernanke, T. Laubach, F. Mishkin, and A. Posen, Inflation Targeting: Lessons from the
International Experience (Princeton, NJ: Princeton University Press, 2001); K. McNamara,
‘Rational fictions: Central bank independence and the social logic of delegation’ (2002) 25
West European Politics 47–76; Singleton, Central Banking in the Twentieth Century; R. Lastra,
International Financial and Monetary Law, 2nd ed. (Oxford: Oxford University Press, 2015); J.
Johnson, Priests of Prosperity: How Central Bankers Transformed the Postcommunist World
(Ithaca, NY: Cornell University Press, 2016); A. Garriga, ‘Central bank independence in the
world: A new data set’ (2016) 42 International Interactions 849–868.

19 The legal text itself always allowed for a much wider range of interpretations. See N. de Boer
and J. van’t Klooster, ‘The ECB, the courts and the issue of democratic legitimacy after Weiss’
(2020) 57 Common Market Law Review 1689–1724.

20 Consolidated version of the Treaty on European Union, OJ 2012 C 326/13.
21 See Articles 17-22 ESCB Statute (Consolidated version of the Treaty on the Functioning of the

European Union Protocol (No. 4) on the Statute of the European System of Central Banks and
of the European Central Bank, OJ 2016 C 202/230).

22 Article 18 ESCB Statute.
23 C. Van den Berg, The Making of the Statute of the European System of Central Banks

(Amsterdam: Dutch University Press, 2005), pp. 89, 146, 151.
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Most importantly, it is one of the ECB’s basic tasks to not only “implement” but
in fact “define” the monetary policy of the euro area.24 The ECB defines – and
redefines, if warranted – monetary policy in its own monetary policy strategies. The
ECB’s 1998 and 2003 strategies set out a well-defined inflation target of close to but
below 2 per cent as measured on the Harmonized Index of Consumer Prices and a
narrow toolbox focused on steering a benchmark rate for Euro area interbank
lending – the interbank overnight lending reference rate for the euro (Euro
Overnight Index Average [EONIA]). Deliberation within the Governing Council
was geared towards economic and financial developments, with a focus on the
predicted inflation rate over a two-to-five-year time horizon (see Figure 14.1).

This narrow remit of the ECB’s early monetary policy strategies is also reflected in
how ECB decision-makers publicly communicated the central bank’s views on
coordination. Following an ideal of “monetary dominance,” the ECB would inde-
pendently determine monetary policy, while other policies had to be “consistent
with monetary policy.”25 The ECB rejected ex ante coordination with political
bodies – a view that emerged quickly following the ECB’s founding on
1 June 1998. In October of the same year, the newly appointed German finance
minister, Oskar Lafontaine, wanted the ECB to use low interest rates to stimulate

Price stability

Unified overall assessment 

of the risks to price stability 

Economic 

dynamics 

and shocks 

Monetary 

trends 

Economic 
analysis 

Monetary 
analysis 

figure 14. 1 European Central Bank’s (ECB’s) decision structure according to the
2003 strategy.
Source: Authors, adapted from ECB, ‘The Outcome of the ECB’s Evaluation of Its Monetary Policy
Strategy’, Monthly Bulletin, June 2003, pp. 79–92 at p. 92

24 Article 127(2), first indent, TFEU.
25 B. Coeuré, ‘The global and European aspects of policy coordination’, BIS, 14 November 2014.
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employment and was not shy to express his views.26 ECB President Wim
Duisenberg rebuffed such calls early on, stating that it was “quite normal that”
politicians offered “opinions or suggestions of what the political authorities would
like interest rates to do or to be,” but that it “would be very abnormal if those
suggestions were to be listened to.”27

The question of coordination acquired more attention following the launch of
EMU in 1999. At the time, European economic growth slowed down unexpectedly,
and EU Member States struggled to bring down unemployment. At the instigation
of Lafontaine, the German government also put forward a proposal for a “European
Employment Pact” during Germany’s 1999 Council Presidency.28 This Pact was to
include a “Macroeconomic Dialogue” that was meant “to get social partners to
agree and coordinate their wage settlements with monetary and fiscal policy in order
to ensure a policy mix in support of high growth and employment creation.”29

Although some Executive Board members welcomed this approach, the prevailing
view within the ECB’s Executive Board was that such coordination with political
institutions would conflict with the ECB’s responsibility to safeguard price stabil-
ity.30 ECB President Duisenberg stated as much in his presentation of the ECB’s
1998 annual report to the European Parliament:

[T]he Eurosystem supports the idea of a dialogue between monetary policy and
other policy areas in the form of an open exchange of information. However, such a
dialogue should be clearly distinguished from any attempts to coordinate policies ex
ante, so as to achieve a certain “policy mix.”31

In line with the prevailing monetary orthodoxy, Duisenberg explained that there
would simply be no way in which coordination could improve economic policy set
by the fiscal and monetary authorities, as “there is no long-term trade-off between

26 E. Jones, ‘The politics of Europe 1999: Spring cleaning’ (2000) 31 Industrial Relations Journal
247–260 at 252.

27 W. F. Duisenberg, ‘ECB Press conference: Introductory statement’, ECB, 3 November 1998;
See also The Economist, ‘Wim Duisenberg, banker to a new Europe’, 26 November 1998,
where Duisenberg’s quote appears.

28 A. Dufresne, ‘Oskar Lafontaine’s dream: An opportunity for economic policy co-ordination?’,
in C. Degryse and P. Pochet (eds.), Social Developments in the European Union 2001 (Brussels:
The European Trade Union Institute, 2002), pp. 85–113 at pp. 88–89; B. Braun, D. Di Carlo, S.
Diessner, and M. Düsterhöft, ‘Structure, agency, and structural reform: The case of the
European Central Bank’ (2024) 2 Perspectives on Politics 1–20.

29 S. Collignon, ‘The failure of the macroeconomic dialogue on wages (and how to fix it)’, in R.
Letelier and A. J. Menéndez (eds.), The Sinews of European Peace: Reconstituting the
Democratic Legitimacy of the Socio-economic Constitution of the European Union (Oslo:
University of Oslo, 2009), pp. 427–467 at p. 463.

30 Braun et. al., ‘Structure, Agency, and Structural Reform’, do note that the ECB’s Executive
Board “was internally divided on the question of its involvement in the Macroeconomic
Dialogue” (p. 8).

31 W. F. Duisenberg, ‘Presentation of the ECB’s annual report 1998 to the European Parliament’,
ECB, 26 October 1999.

The Law and Politics of Independent Policy Coordination 315

terms of use, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/9781009450423.018
Downloaded from https://www.cambridge.org/core. UVA Universiteit van Amsterdam, on 19 Feb 2026 at 13:59:54, subject to the Cambridge Core

https://www.cambridge.org/core/terms
https://doi.org/10.1017/9781009450423.018
https://www.cambridge.org/core


price stability and economic growth,” and that “[b]y maintaining price stability,
monetary policy makes the best contribution it can to achieving a high level of
output and employment in the medium term.”32 Using monetary policy with the
aim of raising economic growth would only result in higher inflation in the long
run. Moreover, the ECB’s focus on price stability meant that there was a clear
division of responsibilities between the central bank and other actors.33 Ex ante
coordination with political bodies would instead “decrease accountability, reduce
the transparency of the policy framework for the public and increase uncertainty
about policy actions, potentially threatening to destabilise the economy.”34

ECB top officials subsequently restated their rejection of ex ante coordination on
several occasions. European political leaders established the European Employment
Pact in the Cologne European Council of June 1999, but in a weakened form. One
of the Pact’s pillars was the “coordination of economic policy and improvement of
mutually supportive interaction between wage developments and monetary, budget
and fiscal policy through macro-economic dialogue aimed at preserving a non-
inflationary growth dynamic.”35 ECB President Duisenberg declared, however, that
this macroeconomic dialogue was “a forum for an exchange of views amongst the
main economic actors in society” that would leave the ECB’s independence
unaffected.36 Reiterating his prior position on the matter, Duisenberg asserted:

[O]ne thing is certain, the ECB will never participate or take part in an ex-ante co-
ordination of policies. We will not take part in an ex-ante co-ordination of policies,
which could jeopardise our primary objective, our mandate, to preserve price stability.37

In the following years, ECB top officials consistently put forward this view on
coordination.38 For example, still in 2008, Executive Board member Jürgen Stark

32 W. F. Duisenberg, ‘Presentation of the ECB’s annual report 1998 to the European Parliament’.
See also ECB, ‘The European employment pact’, ECB Monthly Bulletin, June 1999,
pp. 30–31. Duisenberg had expressed this view previously in 1998 and 1999 at a number of
occasions: see W. F. Duisenberg, ‘ECB Press conference: Introductory statement’, ECB,
1 December 1998; W. F. Duisenberg, ‘The ESCB’s stability-oriented monetary policy strategy’,
ECB, 7 December 1998; W. F. Duisenberg, ‘Hearing at the European Parliament’s sub-
committee on monetary affairs on 18 January 1999’, ECB, 18 January 1999.

33 Duisenberg, ‘Presentation of the ECB’s annual report 1998 to the European Parliament’.
34 Ibid.; for similar considerations seeC. Noyer, ‘The short past and long future of the euro’, ECB,

6 December 1999; C. Noyer, ‘The tasks and limitations of monetary policy’, ECB,
10 June 1999; C. Noyer, ‘First experience with the euro’, ECB, 26 May 1999; O. Issing,
‘Rede zur Verleihung der Würde eines Ehrendoktors des Fachbereichs Wirtschaftswissenschaf
ten der Johann Wolfgang Goethe-Universität, Frankfurt am Main’, ECB, 15 April 1999.

35 European Council, ‘Presidency conclusions’, Cologne, 3 and 4 June 1999, para. 7.
36 W. F. Duisenberg, ‘Hearing before the committee on economic and monetary affairs of the

European Parliament’, ECB, 20 June 2000.
37 Duisenberg, ‘Hearing before the committee on economic and monetary affairs of the

European Parliament’.
38 See, e.g., W. F. Duisenberg, ‘The role of the ECB at the international level’, ECB,

23 September 2000; E. Solans, ‘Parameters of the eurosystem’s monetary policy’, ECB,
12 September 2000; W. F. Duisenberg, ‘Testimony before the committee on economic and
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rejected “the idea of an economic government establishing a dialogue with the ECB
in order to influence monetary policy in the euro area.”39 He reiterated the familiar
argument that such coordination would entail a “blurring of responsibilities” as well
as threaten the ECB’s independence and its successful pursuit of price stability.40

If all decision-makers “act in accordance with their mandates, this will implicitly
give rise to a policy mix that is beneficial to growth, employment, and prosperity.”41

Despite the ECB’s insistence on a clear division of responsibilities between the
central bank and economic policymakers, ECB Executive Board members have
always affirmed a degree of interdependence between monetary and fiscal policy.
In this respect, the ECB was especially keen to stress the need for sound public
finances.42 Government budget deficits could give rise to inflationary pressures,
requiring the ECB to raise interest rates and weakening investment and consump-
tion.43 In addition, unsustainable government debt levels would significantly
increase governments’ incentives to force central banks to monetise public debt.44

Market participants would become aware of this risk, which would “jeopardise the

monetary affairs of the European Parliament with the president of the European Central Bank,
in accordance with Article 113(3) of the Treaty on European Union’, ECB, 18 December 2001;
W. F. Duisenberg, ‘Current fiscal and monetary policy issues in the euro area’, ECB,
12 December 2001; O. Issing, ‘On macroeconomic policy co-ordination in EMU’ (2002) 40
Journal of Common Market Studies 345–358; O. Issing, ‘Die Jahresgutachten des
Sachverständigenrates im Spiegel der Politik’, ECB, 6 May 2003; J. M. González-Páramo,
‘Fiscal and monetary policy in EMU’, ECB, 11 November 2004; O. Issing, ‘The role of fiscal
and monetary policies in the stabilisation of the economic cycle’, ECB, 14 November 2005;
J. Stark, ‘Does the euro area need an economic government?’, ECB, 22 January 2008.

39 Stark, ‘Does the euro area need an economic government?’.
40 Ibid.
41 Ibid. The insistence on “a clear allocation of responsibilities” between monetary and fiscal

authorities still features in J. M. González-Páramo, ‘Monetary and fiscal policy interactions
during the financial crisis’, ECB, 26 February 2010.

42 For the ECB’s insistence on the importance of sound fiscal policy, see, e.g., Duisenberg, ‘The
ESCB’s stability-oriented monetary policy strategy’; W. F. Duisenberg, ‘European economic
and monetary union: latest developments’, ECB, 15 January 1999; C. Noyer, ‘The role of the
euro as a new European currency’, ECB, 29 September 1999; O. Issing, ‘Europe’s challenges
after the establishment of Monetary Union: A central banker’s view’, ECB, 1 December 2000;
O. Issing, ‘The euro and the ECB successful start: challenges ahead’, ECB, 3 May 2001; W. F.
Duisenberg, ‘Testimony before the committee on economic and monetary affairs of the
European Parliament with the president of the European Central Bank, in accordance with
Article 113(3) of the Treaty on European Union’, ECB, 23 January 2002; S. Hämäläinen, ‘How
the European Central Bank manages the euro and what is in store for 2003’, ECB, 14 January
2003; González-Páramo, ‘Fiscal and monetary policy in EMU’; Issing, ‘The role of fiscal and
monetary policies in the stabilisation of the economic cycle’; J.-C. Trichet, ‘EMU and the
euro: Successes and challenges’, ECB, 30 March 2006; L. Bini Smaghi, ‘Central bank
independence: From theory to practice’, ECB, 19 April 2007; Stark, ‘Does the euro area need
an economic government?’.

43 J.-C. Trichet, ‘EMU and the euro: Successes and challenges’, ECB, 12 October 2004. See also
M. Heipertz and A. Verdun, Ruling Europe: The Politics of the Stability and Growth Pact
(Cambridge: Cambridge University Press, 2010), pp. 71–74.

44 Bini Smaghi, ‘Central bank independence: From theory to practice’.
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anchoring of inflation expectations and make the control of inflation more costly.”45

Adherence to the rules of the Stability and Growth Pact would also allow the
Member States to engage in counter-cyclical fiscal policy in case of an adverse
economic shock.46 Moreover, excessive deficits on the part of individual Member
States would have negative spill-over effects, because they would put upward
pressure on interest rates in the entire euro area.47

While acknowledging the interactions between sound government finances and
monetary stability, the ECB saw the main implications to be for EU and Member
State policymakers. Europe’s unemployment problems at the time had to be tackled
through structural reforms, because they were of a structural nature and not caused
by cyclical factors. Monetary policy, or even fiscal policy for that matter, could not
solve these structural unemployment problems.48 As Duisenberg declared in 1999,
“we don’t believe [. . .] that you can spend your way out of the unemployment
problem.”49 Instead, Europe’s persistent unemployment difficulties would have to
be tackled through “measures of a structural nature, like making labour markets and
product markets more flexible.”50 Such structural reforms would also help the ECB
in achieving its price stability objective. As Duisenberg explained in a speech of

45 Ibid.
46 See, e.g., Issing, ‘Europe’s challenges after the establishment of Monetary Union: A central

banker’s view’; S. Hämäläinen, ‘The euro and the dollar – new imperatives for policy co-
ordination’, ECB, 18 September 2000; Issing, ‘The euro and the ECB successful start –

challenges ahead’; Duisenberg, ‘Testimony before the committee on economic and monetary
affairs of the European Parliament’; Hämäläinen, ‘How the European Central Bank manages
the euro and what is in store for 2003’; González-Páramo, ‘Fiscal and monetary policy in
EMU’; O. Issing, ‘One size fits all! A single monetary policy for the euro area’, ECB,
20 May 2005; J. M. González-Páramo, ‘The revised stability and growth pact: Is it working?’,
ECB, 5 May 2006; J.-C. Trichet, ‘Economic management in a large currency zone like the
euro area’, ECB, 8 October 2007.

47 González-Páramo, ‘Fiscal and monetary policy in EMU’; Trichet, ‘EMU and the euro:
Successes and challenges, 30 March 2006’.

48 Duisenberg, ‘Hearing at the European Parliament’s sub-committee on monetary affairs on
18 January 1999’.

49 Ibid.
50 Ibid. A detailed analysis of the ECB’s advocacy of structural reforms is given by Braun et al.,

‘Structure, agency, and structural reform’. The importance of structural reforms is reiterated on
many occasions, see, e.g., Duisenberg, ‘ECB Press conference: Introductory statement,
1 December 1998’; Duisenberg, ‘The ESCB’s stability-oriented monetary policy strategy’;
Duisenberg, ‘European economic and monetary union: latest developments’; Noyer, ‘The role
of the euro as a new European currency’; W. F. Duisenberg, ‘The past and future of European
integration: A central banker’s perspective’, ECB, 26 September 1999; S. Hämäläinen, ‘The
euro: Pushing the boundaries’, ECB, 11 June 1999; W. F. Duisenberg, ‘The euro: A new
currency for Europe’, ECB, 19 December 2000; Issing, ‘Europe’s challenges after the establish-
ment of Monetary Union: A central banker’s view’; Issing, ‘On macroeconomic policy co-
ordination in EMU’, 354–356; Hämäläinen, ‘How the European Central Bank manages the
euro and what is in store for 2003’; Trichet, ‘EMU and the euro: Successes and challenges,
30 March 2006’; Trichet, ‘EMU and the euro: Successes and challenges, 12 October 2004’;
Trichet, ‘Economic management in a large currency zone like the euro area’; Stark, ‘Does the
euro area need an economic government?’.
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2003, “developments in prices and inflation are largely dependent on the competi-
tive situation in labour and product markets,” while “[i]ncreased competition in
these markets will also allow lower relative prices and reduced wage and price
pressures.”51 Moreover, structural reforms would help the transmission of monetary
policy, because rigidities in the economy delay the effect of interest rate changes on
prices.52 Furthermore, structural policies would improve the ability of the Member
States’ economies to adjust to economic shocks and changing economic condi-
tions.53 With regard to the government debt market, the ECB held the view that
“well-functioning financial markets should reward fiscal prudence and punish
unsustainable fiscal policies.”54

Figure 14.2 summarizes the ECB’s view on policy coordination in terms of largely
separate institutional responsibilities. The ECB’s Governing Council focuses on
achieving its monetary objectives. While economic policymakers also impact these
objectives (the thinnest arrow), the view of its Executive Board members was that the
ECB could not rely on their actions to achieve its objectives. Despite its secondary
mandate enshrined in Article 127(1), second sentence, TFEU in conjunction with
Article 3 TEU, the ECB saw no separate role for itself in supporting the economic
policies of other policymakers. Its contribution to other economic objectives was
through maintaining price stability and the broader management of financial

Monetary objectives

ECB 

Governing 

Council 

Economic 

Policy 

Makers 

Economic policies of other 

policy makers

Contribution to

price stability

figure 14 .2 European Central Bank’s (ECB’s) pre-crisis view on coordination.
Source: Authors

51 W. F. Duisenberg, ‘Structural reform and its implications for monetary policy’, ECB,
10 June 2003. See similarly Issing, ‘One size fits all! A single monetary policy for the euro area’.

52 Duisenberg, ‘Structural reform and its implications for monetary policy’.
53 See, e.g., Issing, ‘One size fits all! A single monetary policy for the euro area’; Trichet, ‘EMU

and the euro: Successes and challenges, 30 March 2006’.
54 L. Papademos, ‘The political economy of the reformed stability and growth pact: Implications

for fiscal and monetary policy’, ECB, 3 June 2005.
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conditions. Undesired economic side effects of its monetary policies were discarded
as temporary collateral effects, and the assumption at the time was that they
would even out over the business cycle. Accordingly, deeply informed by the
1998 and 2003 strategies, the ECB saw no need to coordinate with other
economic policymakers.

14.3 the momentum of “whatever it takes” and the

climate crisis: ecb post-crisis views on

policy coordination

Since 2008, the policy paradigm that informs ECB monetary policy has changed
considerably, leading central bankers away from the narrow strategic focus on one
objective and one instrument. How did that shift change the importance of coordin-
ation? And how did this development lead the ECB to take environmental sustain-
ability into account in the design of its monetary policy operations? Again, we study
the development of the ECB’s own views based on the speech analysis described in
the introduction, as well as an analysis of relevant ECB policy documents and legal
opinions. We describe a turn towards independent policy coordination, where
coordination takes the shape of independent policymaking by the central bank.
Monetary to economic coordination remains based on the ECB’s opinions and
views expressed by central bankers in speeches. Economic to monetary coordination
takes the form of selectively choosing from many EU-level policies those that fit the
ECB’s objectives.

14.3.1 Coordination with Fiscal Policy

To this day, the ECB continues to invoke key elements of its earlier views on policy
coordination. It consistently reaffirms its support for central bank independence, in
particular concerning the narrow monetary policy task of macroeconomic stabiliza-
tion.55 The ECB has also not formally revised its stance on policy coordination, but
it has clearly shifted.

For one, the ECB’s views on the relationship between monetary and fiscal policy
have changed significantly. At the time of the European sovereign debt crisis, the
ECB viewed the Member States’ failure to adhere to the rules on public deficits and
debt of the Stability and Growth Pact as a key cause of the crisis. As ECB President
Jean-Claude Trichet declared in December 2010, “[t]he roots of the sovereign debt
tensions we face today lie in the neglect of the rules for fiscal discipline that the

55 See also B. Coeuré, ‘Heterogeneity and the ECB’s monetary policy’, ECB, 29 March 2019;
M. Draghi, ‘Central bank independence’, ECB, 26 October 2018; Y. Mersch, ‘Necessity,
proportionality and probity – central bank independence in unconventional times’, ECB,
27 March 2019.
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founding fathers of Economic and Monetary Union laid out in the Maastricht
Treaty.”56 Strengthening the surveillance of Member State fiscal policies to prevent
unsustainable debts and deficits was therefore seen to be crucial.57 A year and a half
later, the ECB’s then chief economist Peter Praet stated that “[t]here is only one way
of solving the sovereign debt crisis in the euro area countries: governments should
pursue policies of strict fiscal consolidation and far-reaching structural reforms,”
while maintaining that there was “no doubt that the long-term effects of fiscal
consolidation on growth and employment are positive and significant.”58

Today, Executive Board members are more willing to affirm the interdependence
and complementarities between monetary policy and other policy fields. Based on
our speech analysis and the ECB’s 2021monetary policy strategy, we find three main
shifts in the ECB’s thinking on the relation between monetary policy and other
policy areas. The first shift concerns the dependence of the ECB on stable condi-
tions in the government bond market. A key argument to justify the ECB’s bond
purchase programmes was that serious disruptions in sovereign debt markets
impaired the transmission and singleness of its monetary policy. During the
European sovereign debt crisis, the ECB sought to tackle this disturbance of the
transmission mechanism first through its Securities and Markets Programme (SMP)
in 2010, reactivated in 2011, and later through its policy of Outright Monetary
Transactions (OMT) in 2012.59 ECB Executive Board members have since reiter-
ated that intervention in the sovereign bond market is justified to preserve the proper
functioning of the monetary policy transmission mechanism, provided such a
response is proportionate and accompanied by appropriate safeguards to ensure
sound fiscal policy of the Member States.60 With the 2021 strategy review, the

56 J.-C. Trichet, ‘Lessons from the crisis’, ECB, 3 December 2010. A more nuanced picture
appears in V. Constâncio, ‘The future of euro governance: How to contain imbalances and
preserve financial stability’, ECB, 9 July 2010.

57 The importance of fiscal consolidation has been repeated on various occasions by ECB
Executive Board members, see, e.g., J.-C. Trichet, ‘Reforming EMU: Time for bold decisions’,
ECB, 18 March 2011; J. M. González-Páramo, ‘The ECB and the sovereign debt crisis’, ECB,
4 November 2011; B. Coeuré, ‘Completing Europe’s economic and monetary union’,
23 September 2012. A more detailed analysis of the ECB’s views on fiscal policy is offered by
F. M. Ferrara, ‘The battle of ideas on the euro crisis: Evidence from ECB inter-meeting
speeches’ (2020) 27 Journal of European Public Policy 1463–1486. He argues that there was an
ideational shift within the ECB Executive Board from an initial focus on the benefits of fiscal
consolidation towards a perspective focused on the problems of systemic risk and
financial fragmentation.

58 P. Praet, ‘The role of the central bank and euro area governments in times of crisis’, ECB, 19
April 2012.

59 J. M. González-Páramo, ‘Monetary and fiscal policies in times of crisis’, ECB,
19 September 2011; M. Draghi, ‘Verbatim of the remarks made by Mario Draghi’, ECB,
26 July 2012; P. Praet, ‘Have unconventional policies overstretched central bank independence?
Challenges for accountability and transparency in the wake of the crisis’, ECB, 29March 2017;
P. Praet, ‘Monetary policy in a low interest rate environment’, ECB, 6 June 2018.

60 C. Lagarde, ‘Monetary policy in an uncertain world’, ECB, 17March 2022; F. Panetta, ‘Europe
as a common shield: Protecting the euro area economy from global shocks’, ECB, 1 July 2022.
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transmission mechanism became formalized as a key element in the monetary-
financial analysis of the ECB’s analytical framework. When assessing how to pursue
the objective of price stability, the ECB now takes into account impacts of its
operations on the transmission of monetary policy. This is a clear break with the
1998 and 2003 strategies, where the analytical framework solely focused on predict-
ing medium-term inflation.

Although the ECB at the time justified its interventions in sovereign bond
markets with its price stability mandate, these interventions nonetheless blurred
the line between fiscal policy and monetary policy.61 The ECB’s bond purchases
were conditional on Member States taking measures to ensure sound public
finances and implementation of other economic reforms. The ECB considered that
without conditionality, its interventions “would not be effective and the Bank would
lose its independence.”62 In the context of the SMP, such conditionality was
informal and devised by the ECB itself.63 A particularly infamous example of
informal coordination is the confidential letters that the ECB sent to the Italian
and Spanish governments in August 2011. In these letters, the central bankers
requested extensive economic reforms and measures to ensure fiscal sustainability.64

With the 2012 OMT programme, conditionality became a formal requirement,
while its design resulted from extensive informal coordination between the ECB
and the German Chancellor.65 The OMT programme could only be activated for a
receiving Member State subject to a macroeconomic adjustment programme under
the European Stability Mechanism (ESM) or European Financial Stability Facility
(EFSF).66 This structure entailed that conditionality became subject to approval by
the euro area’s finance ministers.67 The 2022 Transmission Protection Instrument

61 See, e.g., Coeuré, ‘Completing Europe’s economic and monetary union’; M. Draghi, ‘The
path to recovery and the ECB’s role’, ECB, 27 February 2014; Praet, ‘Have unconventional
policies overstretched central bank independence?’.

62 M. Draghi and V. Constâncio, ‘ECB Press conference: Introductory statement (with Q&A)’,
ECB, 6 September 2012; see similarly M. Draghi and V. Constâncio, ‘ECB Press conference:
Introductory statement (with Q&A)’, ECB, 8 December 2011.

63 The importance of Member States’ measures to ensure fiscal soundness is reflected in recital
4 of the preamble to ECB Decision 2010/281/EU of 14 May 2010 establishing a securities
markets programme (ECB/2010/5), OJ 2010 L 124/8.

64 J.-C. Trichet and M. Fernández Ordóñez, ‘Letter to the Prime Minister of Spain’, ECB,
4 August 2011; M. Draghi and J.-C. Trichet, ‘Letter to the Prime Minister of Italy’, ECB,
5 August 2011. On these issues see also T. Beukers, ‘The new ECB and its relationship with the
Eurozone Member States: Between central bank independence and central bank intervention’
(2013) 50 Common Market Law Review 1579–1620 at 1598–1601.

65 P. Spiegel, ‘If the euro falls, Europe falls’, Financial Times, 15 May 2014. For the prior SMP,
there is also support for implicit coordination: P. Ludlow, ‘In the last resort: The European
Council and the euro crisis’ (2010) 7 Eurocomment Briefing Note at 30–35.

66 ECB, ‘Technical features of outright monetary transactions’, 6 September 2012.
67 See Article 13 Treaty Establishing the ESM, signed on 2 February 2012.
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(TPI) follows that logic in making its use conditional on four substantive EU-level
criteria.68

A second shift in the ECB’s thinking concerns the economic side effects of
monetary policy. For example, Yves Mersch in a speech in 2019 conceded that
not all actions are necessarily justified when pursuing price stability, but that “also
any potential side effects” had to be taken into account.69 The statement implies that
the ECB does not merely perform a technical task but instead must weigh the costs
and benefits of particular courses of actions. Mersch also noted that the ECB had
“attempted to minimise unwanted side effects by carefully designing [its] tools” and
that it had established safeguards “to avoid interfering with fiscal and economic
policy and providing monetary financing to governments.”70 According to the
2021 and 2025 strategies, side effects are now formally monitored by the ECB as part
of the financial market analysis of the analytical framework and feature in a
dedicated proportionality analysis.71

A third shift is that the ECB’s top officials are more willing to acknowledge the
complementarities between monetary and fiscal policy. In 2014, Benoît Coeuré
marked an explicit departure from the pre-crisis understanding of coordination
and “the appropriate policy mix.”72 He noted that economic governance in the past
focused on “preventing excessive and potentially inflationary deficits,” while “[e]x
ante coordination of the stance of different national budgets to achieve an optimal
aggregate stance was seen as largely unnecessary.”73 However, in his view, such
considerations were no longer fully valid in a low interest rate environment, arguing
that monetary policy “cannot bear the entire burden of stimulating growth in the
region in a context of weak aggregate demand conditions.”74 As a result, Coeuré
contended that “fiscal policy should be used where it is available,” while Member
States should also adopt “supply-side policies” focused on productivity to stimulate
demand. Policymakers in the euro area should in turn coordinate “structural and
fiscal policies more closely.”75 Since then, ECB Executive Board members have

68 ECB, ‘The transmission protection instrument’, July 2022.
69 Mersch, ‘Necessity, proportionality and probity – central bank independence in unconven-

tional times’.
70 Ibid. Similarly, Praet, ‘Have unconventional policies overstretched central bank independ-

ence?’; M. Draghi, ‘Stabilisation policies in a monetary union’, ECB, 1 October 2019. For a
discussion of the side effects of monetary policy on financial stability, see M. Draghi, ‘The
interaction between monetary policy and financial stability in the euro area’, ECB,
24 May 2017.

71 S. Grünewald and J. van’t Klooster, ‘New strategy, new accountability? The European Central
Bank and the European Parliament after the strategy review’ (2023) 60 Common Market Review
959–998; ECB, ‘Our 2025 monetary policy strategy’.

72 Coeuré, ‘The global and European aspects of policy coordination’.
73 Ibid.
74 Ibid.
75 Ibid. Similar reflections can be found in M. Draghi, ‘Unemployment in the euro area’, ECB,

22 August 2014; Coeuré, ‘Heterogeneity and the ECB’s monetary policy’.
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continued to express the view that in a low interest rate environment, “there are
strong complementarities between fiscal and monetary policy that can help lift the
euro area economy out of the current low-growth, low-inflation trap.”76 As ECB
President Christine Lagarde explained in a speech in 2021:77

When inflation is low and interest rates fall towards zero, the optimal policy mix
changes. Monetary policy becomes more effective in lifting demand when fiscal
policy reinforces it.

Lagarde highlighted the limitations of monetary policy during the pandemic. Fiscal
policy had to step in “to offset lost private sector income, because monetary policy
could not target the sectors most in need of help.”78 She also asserted that in the
mid-2010s, “[m]onetary easing was met by a premature and uncoordinated fiscal
tightening.”79 This view stands in contrast to the ECB’s insistence on fiscal
tightening during the initial stages of the European sovereign debt crisis.

More recently, ECB Executive Board member Isabel Schnabel reflected in a
speech on 2 April 2022 on the implications of Russia’s invasion of Ukraine. Rather
than stressing coordination as a potential challenge to the ECB’s price stability
mandate, Schnabel declared that the war

demonstrates the state-contingent interdependence between monetary and fiscal
policy. While the pandemic required fiscal and monetary policy to jointly counter
the massive shock, Russia’s terrible act of aggression requires a different division of
labour because it pulls demand and prices in opposite directions at a time when
medium-term price stability is at risk. An appropriate monetary-fiscal policy mix will
be decisive for fostering social cohesion, protecting people’s purchasing power and
sustaining the recovery.80

In that speech, Schnabel also stated that “[t]he response to the pandemic was a
showcase for how fiscal and monetary policy can jointly stabilise the economy in the
face of a large exogenous shock depressing both economic activity and inflation.”81

She explicitly made the point that the Pandemic Emergency Purchase Programme

76 Schnabel, ‘Pulling together: Fiscal and monetary policies in a low interest rate environment’;
see also P. Lane, ‘Stabilising the economic outlook’, ECB, 27 March 2021; F. Panetta, ‘Mind
the gap(s): Monetary policy and the way out of the pandemic’, ECB, 2 March 2021; Draghi,
‘Stabilisation policies in a monetary union’.

77 C. Lagarde, ‘Learning the right lessons from the past’, ECB, 2 June 2021.
78 Lagarde, ‘Learning the right lessons from the past’.
79 Ibid. Further remarks that the euro area’s fiscal stance was inappropriate can be found in, e.g.,

Draghi, ‘Stabilisation policies in a monetary union’.
80 I. Schnabel, ‘Managing policy trade-offs’, ECB, 2 April 2022.
81 Schnabel, ‘Managing policy trade-offs’. See similarly Lagarde, ‘Monetary policy in an uncertain

world’; Panetta, ‘Europe as a common shield: Protecting the euro area economy from global
shocks’; Lane, ‘Stabilising the economic outlook’; C. Lagarde, ‘IMFC Statement’, ECB,
21 April 2021; C. Lagarde, ‘IMFC Statement’, ECB, 14 October 2021; P. Lane, ‘The compass
of monetary policy: Favourable financing conditions’, ECB, 25 February 2021.
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(PEPP) “allowed fiscal policy to protect jobs and incomes by preventing fragmenta-
tion at a time when financial markets were vulnerable to destabilising price spirals
and self-fulfilling expectations.”82 Within the changed context of Russia’s invasion of
Ukraine, she stressed that “fiscal and monetary policy again need to play their part in
shielding society from the economic and social costs brought about by abrupt
changes in global economic conditions.”83 Schnabel expressly called for fiscal
policy to provide a buffer for “the headwinds to growth.”84

14.3.2 Coordination with Climate Policy

The ECB’s climate agenda represents one of the most overt cases of policy coordin-
ation, even if the ECB hardly uses the term “coordination” when referring to it.85

From the early 2010s onwards, the ECB has become increasingly concerned about
the role of climate change in relation to its objectives.86 These concerns have been
driven by central bankers and financial policymakers themselves as well as pressure
from governments. In 2015, the French Climate and Transition Law mandated the
Banque de France to produce a report on climate risk and develop a climate stress
test.87 Similarly, in the Netherlands, the finance ministry and parliament repeatedly
pushed the Dutch central bank to provide more insight into climate-related risks.88

The Dutch, French, and German central banks were among the founding members
of the NGFS in December 2017, with the ECB joining in May 2018. Since then, the
ECB has taken on a much more prominent role both in shaping the climate debate
at the EU level as well as by incorporating climate and environmental consider-
ations into its monetary policy.

82 Schnabel, ‘Managing policy trade-offs’.
83 Ibid.
84 Ibid.
85 See Chapter 10 in this volume for a detailed legal assessment of the ECB’s climate agenda. For

the politics of the ECB’s climate turn see J. van’t Klooster, ‘Technocratic Keynesianism:
A paradigm shift without legislative change’ (2022) 27 New Political Economy 771–787; K.
Siderius, ‘An unexpected climate activist: Central banks and the politics of the climate-neutral
economy’ (2022) 30 Journal of European Public Policy 1588–1608; S. Quorning, ‘The “climate
shift” in central banks: How field arbitrageurs paved the way for climate stress testing’ (2024) 31
Review of International Political Economy 74–96; Deyris, ‘Too green to be true?’; DiLeo et al.,
‘Why the fed and ECB parted ways on climate change’; M. Blondeel, H. Van Doorslaer, and
M. Vermeiren, ‘Walking a thin line: A reputational account of green central banking’ (2024)
33(5) Environmental Politics 917–945.

86 M. Carney, ‘Breaking the tragedy of the horizon: Climate change and financial stability’, BIS,
29 September 2015; S. Batten, R. Sowerbutts, and M. Tanaka, ‘Let’s talk about the weather:
The impact of climate change on central banks’ (2016) Bank of England Staff Working Paper,
no. 603, 1–37; M. Regelink, H. Reinders, M. Vleeschhouwer, and I. van de Wiel, Waterproof?
An Exploration of Climate-Related Risks for the Dutch Financial Sector (Amsterdam: De
Nederlandsche Bank, 2017).

87 Quorning, ‘The “climate shift” in central banks’.
88 Siderius, ‘An unexpected climate activist’, 1596–1597.

The Law and Politics of Independent Policy Coordination 325

terms of use, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/9781009450423.018
Downloaded from https://www.cambridge.org/core. UVA Universiteit van Amsterdam, on 19 Feb 2026 at 13:59:54, subject to the Cambridge Core

https://www.cambridge.org/core/terms
https://doi.org/10.1017/9781009450423.018
https://www.cambridge.org/core


The ECB’s legal and political justification of climate action relies predominantly
on the impact of climate change on its price and financial stability objectives.89

From 2020 onwards, the ECB has also acknowledged that its monetary policy can
both benefit and harm the EU’s broader climate policies. Coordination has been a
key topic throughout the ECB’s recent climate measures, with at least three ways in
which monetary policy and broader economic policies interact.

First, the ECB has increasingly acknowledged that climate policy is an important
precondition for monetary and financial policy. This precondition is typically
analyzed in terms of physical and transition shocks. Climate change through
physical changes of the environment disrupts the economy, with potentially infla-
tionary and deflationary consequences. Moreover, climate-induced economic
shocks expose the financial system to new risk. However, a rapid process of decar-
bonization also impacts the economy.

Second, the ECB has also recognized that its policies can have negative effects on
the broader economic policy objectives of the EU. In 2016, the EU NGO Corporate
Europe Observatory published for the first time a critical report on the design of the
ECB’s Corporate Sector Purchase Programme (CSPP).90 In 2017, further research
documented empirically the negative environmental effects of the Bank of
England’s and the ECB’s quantitative easing programmes.91 In light of these find-
ings, ECB Executive Board member Isabel Schnabel challenged the concept of
market neutrality, suggesting that the ECB should take the effects of its monetary
policy on decarbonization into account.92 This resulted in measures to mitigate
these negative effects from the 2021 monetary policy strategy onwards.

Finally, the ECB has acknowledged that, beyond minimizing these negative side
effects, it also has positive duties to contribute to the EU’s climate objectives. ECB
Executive Board member Frank Elderson stressed the legal significance of the
ECB’s secondary objective of supporting the economic policies in the Union,
leading to a belated discovery of that objective in the 2021 strategy review.93 Other
Governing Council members have pushed back on these developments, and the
actual scope for coordination remains far from settled.94

Engaging in extensive monetary to economic coordination, the ECB has
weighed in on several major EU-level climate-related financial laws of the past

89 DiLeo et al., ‘Why the fed and ECB parted ways on climate change’.
90 Corporate Europe Observatory, ‘The ECB’s “quantitative easing” funds multinationals and

climate change’, 12 December 2016.
91 S. Matikainen, E. Campiglio, and D. Zenghelis, The Climate Impact of Quantitative Easing

(London: Grantham Research Institute on Climate Change and the Environment, 2017).
92 I. Schnabel, ‘When markets fail: The need for collective action in tackling climate change’,

ECB, 28 September 2020.
93 F. Elderson, ‘Greening monetary policy’, The ECB Blog, 13 February 2021.
94 Deyris, ‘Too green to be true?’.
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years.95 In evaluating these proposals, the ECB has moved beyond the narrow focus
on financial market governance that characterized its earlier opinions. For example,
in 2020, the ECB submitted a detailed analysis to the European Commission’s
consultations on the renewal of its Sustainable Finance Strategy and proposed
revisions of the Non-Financial Reporting Directive. In the consultation, the ECB
called for legislative action on a range of financial dossiers and specifically singled
out the need to develop an EU-level taxonomy for activities not compatible with the
EU’s climate objectives. The ECB also noted that the EU taxonomy could “prove a
precious tool for directing the unprecedented spending programmes that are being
put in place at EU and national levels towards sustainable uses.”96 Climate change
also comes up in the ECB’s opinions on broader topics of the structure of the EMU.
For example, in the 2022 consultation on the EU fiscal rules, the ECB notes that
“significant private and public investment, facilitated by complementary structural
policies” will be required to meet the “Union’s and Member States’ climate
commitments under international and EU law.”97 The ECB’s efforts have not been
without effect. In a 2021 speech, Elderson called for mandatory prudential transition
plans for banks, which were indeed included in the EU supervisory mandate
through a 2024 revision of the Capital Requirements Directive (CRD VI).98

Moreover, the ECB has acknowledged key arguments for economic to monetary
coordination regarding the climate and environment-related impact of its monetary
policy operations. However, ambiguity persists regarding its objectives, and the

95 See, inter alia, Opinion of the European Central Bank of 7 September 2021 on a proposal for a
directive amending Directive 2013/34/EU, Directive 2004/109/EC, Directive 2006/43/EC and
Regulation (EU) No. 537/2014, as regards corporate sustainability reporting (CON/2021/27), OJ
2021 C 446/2; Opinion of the European Central Bank of 5 November 2021 on a proposal for a
regulation on European green bonds (CON/2021/30), OJ 2022 C 27/4; Opinion of the European
Central Bank of 7 September 2021 on a proposal for a directive amending Directive 2013/34/EU,
Directive 2004/109/EC, Directive 2006/43/EC and Regulation (EU) No. 537/2014, as regards
corporate sustainability reporting (CON/2021/27), OJ 2021 C 446/2; Opinion of the European
Central Bank of 27 April 2022 on a proposal for a Directive of the European Parliament and of the
Council amending Directive 2013/36/EU as regards supervisory powers, sanctions, third-country
branches, environmental, social and governance risk (CON/2022/16), OJ 2022 C 248/87; Opinion
of the European Central Bank of 16 January 2023 on a proposal for a directive on the energy
performance of buildings (recast) (CON/2023/2), OJ 2022 C 248/3; Opinion of the European
Central Bank of 6 June 2023 on the proposal for a Directive on corporate sustainability due
diligence (CON/2023/15), OJ 2023 C 249/3.

96 Eurosystem reply to the European Commission’s public consultations on the Renewed
Sustainable Finance Strategy and the revision of the Non-Financial Reporting Directive,
8 June 2020, at 9.

97 Opinion of the European Central Bank of 5 July 2023 on a proposal for economic governance
reform in the Union (CON/2023/20), OJ 2023 C 290/17.

98 F. Elderson, ‘Overcoming the tragedy of the horizon: requiring banks to translate 2050 targets
into milestones’, ECB, 20 October 2021. See Article 76(2) Directive 2013/36/EU of the
European Parliament and of the Council of 26 June 2013 on access to the activity of credit
institutions and the prudential supervision of credit institutions and investment firms,
amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC, OJ
2013 L 176/338 (as amended).
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coordination that takes place remains largely informal. The additional measures
agreed in 2022 to green monetary policy illustrate this ambiguity.99 The ECB no
longer primarily justifies these measures with its price stability objective but instead
with the objective of protecting its balance sheet against risk. It can pursue the latter
objective as a matter of estimating financial risk, without the need for coordination.
In addition, however, these measures also “support the green transition of the
economy in line with the EU’s climate neutrality objectives”100 – an objective that
by definition requires economic to monetary coordination.

The ECB’s 2022 additional greening measures consist of five elements. First,
purchases under the CSPP will be tilted “towards issuers with better climate
performance through the reinvestment of the sizeable redemptions expected over
the coming years.”101 However, already when announced, the actual amount of
purchases would be determined “solely by monetary policy considerations and their
role in achieving the ECB’s inflation target.”102 Second, the ECB also set out to
revise its collateral framework when it comes to debt issued by firms “with a high
carbon footprint.”103 Third, to be considered eligible, collateral must conform to the
EU’s Corporate Sustainability Reporting Directive (CSRD).104 Fourth, the ECB has
committed to “urge rating agencies to be more transparent about how they incorpor-
ate climate risks into their ratings and to be more ambitious in their disclosure
requirements on climate risks.”105 And finally, the ECB will develop common
minimum standards for climate-related risk that will apply to the credit rating
facilities of the national central banks (so-called in-house credit assessment
facilities).106

With the return of inflation in 2022, the ECB discontinued its accommodative
monetary policy, vitiating the tilting of the CSPP programme. However, the high
interest rate environment also confronted the ECB with questions regarding sustain-
ability, in particular regarding the disproportionate negative impact of high interest
rates on clean energy investment.107 In early 2023, Schnabel discussed how raising

99 ECB, ‘ECB takes further steps to incorporate climate change into its monetary policy oper-
ations’, 4 July 2022.

100 Ibid.
101 Ibid.
102 Ibid.
103 Ibid.
104 Ibid.
105 Ibid.
106 Ibid.
107 T. S. Schmidt, B. Steffen, F. Egli, M. Pahle, O. Tietjen, and O. Edenhofer, ‘Adverse effects of

rising interest rates on sustainable energy transitions’ (2019) 2 Nature Sustainability 879–885; J.
van’t Klooster, The European Central Bank’s Strategy, Environmental Policy and the New
Inflation: A Case for Interest Rate Differentiation (London: Grantham Research Institute on
Climate Change and the Environment, 2022); É. Monnet and J. van’t Klooster, ‘Using green
credit policy to bring down inflation: what central bankers can learn from history’ (2023)
INSPIRE Sustainable Central Banking Toolbox – Policy Briefing Paper 13, 1–14.
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interest rates could hinder the EU’s energy transition and decarbonization efforts,
but argued against policy changes.108

Figure 14.3 summarizes the ECB’s changed understanding of coordination. First,
it has become clear that instruments and operations of the central bank and
economic policymakers are closely intertwined. EMU was built on the notion that
the (in)actions of economic policymakers could hinder the pursuit of price stability.
Today, coordination has become more pressing – illustrated by issues as diverse as
“fossilflation” and the disruption of the transmission mechanism by spreads – as the
ECB needs supportive economic policy to achieve its price stability objective. The
ECB has come to acknowledge that in the face of these challenges, achieving price
stability on its own will be hard.109Conversely, the central bank also recognizes that its
policies can negatively impact economic policies. For example, in the case of the
CSPP, the pursuit of price stability by buying corporate bonds undermined the EU’s
climate transition objectives. A second change is that the ECB has come to both see
itself as supporting the general economic policies in the EU, in line with its secondary
objective, as well as see economic policymakers as more important allies in achieving
its price stability objective. As a consequence, even if it does not always go by that
name, the interactions between the objectives of the ECB and other European
policymakers now involve a form of policy coordination. Paradoxically, however,
the structures and modalities of coordination remain largely informal and at the
discretion of the central bank, taking the shape of independent policy coordination.
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figure 14 .3 The European Central Bank’s (ECB’s) contemporary view
on coordination.
Source: Authors

108 I. Schnabel, ‘Monetary policy tightening and the green transition’, ECB, 10 January 2023.
109 C. Lagarde, ‘Painting the bigger picture: Keeping climate change on the agenda’, The ECB

Blog, 7 November 2022; F. Elderson, ‘Monetary policy in the climate and nature crises:
Preserving a “Stabilitätskultur”’, ECB, 22 November 2023.
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14.4 legal framework for independent

policy coordination

In Section 14.3, we demonstrated that today’s ECB is more willing to engage in
coordination with economic policymakers but that it continues to do so unilaterally
and independently. The ECB engages in independent policy coordination in both
directions, that is, by seeking to influence economic policymaking with its own
instruments (monetary to economic coordination) and by basing the design of its
monetary policy measures on decisions made by economic policymakers (economic
to monetary coordination). This section explores the legal framework in which these
two ways of independent policy coordination take place. It highlights that there are
not only practical but also legal limitations to independent policy coordination that
point to the need for more multilateral coordination going forward.

14.4.1 Monetary to Economic Coordination

Article 130 TFEU prohibits the ECB from taking or seeking instructions from any
external bodies and, vice versa, forbids these external bodies from seeking to influ-
ence the ECB. But what if the roles are reverse? What if the ECB seeks to influence
economic policymaking?

The literature has paid only limited attention to the legal limits on the ECB’s
authority to exert pressure on and influence economic policymaking.110 In light of
the importance of climate change for price stability, monetary transmission, and
financial stability, the ECB is well within its mandate to set out its own views on
what the EU’s and Member States’ climate policies should entail. These views could
be informed by insights from the ECB’s macro-modelling and statistical activities on
the effects of climate change and the transition on the economy and prices. The
ECB advocating for certain economic policy reforms is neither new nor particularly
problematic from a legal viewpoint as long as it “bear[s] the ESCB’s primary
objective and the [Union’s] objectives in mind.”111 This will require that the ECB
provides reasoning for its opinions and reform proposals that link to its monetary
policy objectives and/or specific monetary expertise.

ECB advocacy is institutionalized in different ways. Amongst others, the ECB
President is invited to Council meetings to discuss matters related to the ECB’s
objectives and tasks112 and to participate in meetings by the Eurogroup.113 A more
informal complement is the Macroeconomic Dialogue, whose role is to “enhance

110 An important exception is Beukers, ‘The new ECB and its relationship with the Eurozone
Member States’, 1579–1620.

111 R. Smits, The European Central Bank: Institutional Aspects (The Hague: Kluwer Law
International, 1997), p. 189.

112 Article 284(2) TFEU.
113 Article 1 Protocol No. 14 TFEU.
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understanding of the policy requirements entailed by EMU” between the decision-
makers in different spheres of economic policy.114 Moreover, the ECB is tasked with
an advisory function with regard to draft legislation on issues of general economic
policy.115 Based on Articles 127(4) and 282(5) TFEU, the ECB must be consulted on
proposed Union acts and national regulations in its “fields of competence”116 and
may submit opinions.117

But even outside these formalized channels of advice, the ECB has been vocal
about its views on the directions that the EU’s sustainable finance policies should
take. Jointly with the European Supervisory Authorities (ESAs), for example, it
issued a statement on the disclosure of climate-related data for structured finance
products. There it says that “the ECB is committed to acting as a catalyst, engaging
closely with the relevant EU authorities to support better and harmonised disclosure
of climate-related data for assets mobilized as collateral” in its monetary policy
operations.118

While expressing its opinions is clearly in line with the ECB’s mandate, that is less
obvious when it comes to sanctioning economic policies that deviate from these
opinions. Like any other EU institution, the ECB must act within the powers that
are conferred upon it.119 Within the specific design of EMU, the ECB was given the
exclusive competence for monetary policy,120 while other core economic policies,
including fiscal and structural policies, were left to the Member States, subject to
provisions on coordination and budgetary discipline.121 Importantly, Member States
must conduct their economic policies with a view to contributing to the achieve-
ment of the objectives of the Union, as defined in Article 3 TEU, including a high
level of protection and improvement of the quality of the environment.122

114 ECB, ‘The ECB’s relations with European Union institutions and bodies: Trends and pro-
spects’, ECB Monthly Bulletin, January 2010, pp. 73–84 at 82.

115 See D. Ramos Muñoz, ‘The ECB advisory role: Opinions as soft law in a shared normative
space’, in European Central Bank (ed.), Treading softly: How central banks are addressing
current global challenges (Frankfurt am Main: European Central Bank, 2023), pp. 207–224.

116 According to Article 2(1) Council Decisions of 29 June 1998 on the consultation of the
European Central Bank by national authorities regarding draft legislative provisions (98/415/
EC), OJ 1998 L 189/42, these fields of competence include, in particular: currency matters;
means of payment; national central banks; the collection, compilation, and distribution of
monetary, financial, banking, payment systems, and balance of payments statistics; payment
and settlement systems; and rules applicable to financial institutions insofar as they materially
influence the stability of financial institutions and markets.

117 See also Article 4 ESCB Statute. For examples of ECB opinions in relation to matters of
climate-related economic policy, see footnote 95.

118 ESA and ECB, ‘Joint ESAs-ECB Statement on disclosure on climate change for structured
finance products’, ECB, 13 March 2023, p. 2.

119 Articles 5(1) and 13 TEU.
120 Article 127 TFEU.
121 Articles 121 and 126 TFEU.
122 Article 120 TFEU, see also Article 119(1) TFEU.
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Often, there is a fine line between expressing views and exerting pressure on
economic policymakers to follow these views. Conditionality attached to ECB bond
purchases provides a good example. Under its SMP bond purchase programme, the
ECB made purchases of Italian bonds de facto conditional upon a set of financial,
fiscal, and structural reforms. The OMT programme, which replaced the SMP
programme in September 2012 but was never activated, contained the express
conditionality that bond purchases would be limited to euro area Member States
subject to an appropriate programme by the EFSF or ESM (see Section 14.3.1).123

These developments demonstrate that the constitutional distinction between
monetary and economic policy is key to determining competence, but also very
difficult to establish given the many interdependencies between the two policy
spheres. In its landmark rulings concerning EU authorities’ sovereign debt crisis
management actions, the CJEU gave some clarifications on the limits and flexibility
of the ECB’s mandate. In particular, it tackled the separation of monetary policy (an
exclusive competence of the ECB)124 and economic policy (for large parts a national
competence subject to coordination)125 in the Treaty. In the Pringle case, the CJEU
held that the objectives pursued and instruments used determine whether a measure
falls in the realm of monetary or economic policy.126 Indirect effects on the other
policy field must be accepted.127 When assessing the legality of the ECB’s OMT
programme in the Gauweiler case, the Court reiterated the argument as follows:128

The fact that a programme such as that announced in the press release might also
be capable of contributing to the stability of the euro area, which is a matter of
economic policy, does not call [the assessment of the OMT programme as a
monetary policy measure] into question.

The Court thus followed the ECB’s post-crisis assessment (see Section 14.3.1) and
acknowledged that substantive interdependencies between the two types of policies

123 ECB, ‘Technical features of outright monetary transactions’.
124 Article 3(1)(c) TFEU states that the Union is to have exclusive competence in the area of

monetary policy for the Member States whose currency is the Euro. According to Article 282(1)
TFEU, the ECB and the central banks of the Member States whose currency is the Euro,
which constitute the Eurosystem, are to conduct the monetary policy of the Union.

125 According to Article 119(1) TFEU, the activities of the Member States and the Union are to
include the adoption of an economic policy based on the close coordination of Member States’
economic policies, on the internal market, and on the definition of common objectives,
conducted in accordance with the principle of an open market economy with free competi-
tion. The Union’s economic policy is the subject of Articles 2(3) TFEU, 5(1) TFEU, and
120 TFEU to 126 TFEU.

126 Case C-370/12, Thomas Pringle v. Government of Ireland and others, ECLI:EU:C:2012:756,
para. 55: “It is necessary therefore to examine whether or not the objectives to be attained (. . .)
and the instruments provided to that end fall within monetary policy.”

127 Pringle, para. 56: “An economic policy measure cannot be treated as equivalent to a monetary
policy measure for the sole reason that it may have indirect effects on the stability of the euro.”

128 Case C-62/14, Gauweiler and Others v. Deutscher Bundestag, ECLI:EU:C:2015:400, para. 51.
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exist. As the Court held, “the authors of the Treaties did not intend to make an
absolute separation between economic and monetary policies.”129 The ECB is
empowered to adopt measures aimed at maintaining price stability, even if these
measures are capable of producing effects of the sort that economic policy would
normally seek, and these effects are “knowingly accepted and definitely foresee-
able.”130 The same logic applies if the ECB attaches economic policy conditions to
monetary policy measures.131 According to the CJEU, such measures qualify as
falling within the ECB’s remit if they are “implemented independently on the basis
of the objectives particular to monetary policy.”132

The question of whether the ECB acted lawfully within the realm of its monetary
competences when impacting economic policy is then subject to a proportionality
assessment by the ECB and deferential review by the CJEU based on a manifest
error of assessment test. The CJEU’s case law appears very permissive of the ECB
designing its monetary policy measures in ways that exert pressure on economic
policymakers, if and as long as these measures can justifiably be linked to the
ultimate objective of price stability.133 While invoking a dogmatically problematic
concept of proportionality,134 the German Federal Constitutional Court was rightly
critical of the light-touch review of the ECB’s use of competences by the CJEU.135

In view of the CJEU’s case law, the legal scope for monetary to economic
coordination is thus wide and, in substance, weakly confined. The ECB’s authority
to influence climate policy appears to find its only confinement in the need to
demonstrate a sufficiently justifiable link with its monetary objectives. Its “green”
collateral requirements and corporate bond purchases/reinvestments, for example,
enhance demand in green bonds and other green assets. They encourage economic
policymakers to design a legal framework that facilitates the determination of bonds

129 Case C-493/17, Weiss and Others, ECLI:EU:C:2018:1000, para. 60.
130 Weiss, paras. 62, 63 and 67.
131 Gauweiler, paras. 60-65.
132 Gauweiler, para. 65. The Court did not engage with the concern raised by Advocate General

Cruz Villalón that the ECB acted in a dual role when imposing macroeconomic conditionality
in the context of the OMT programme. Had the OMT programme been put into effect, the
ECB would have been both the holder of government bonds and a member of the Troika
negotiating the financial assistance programmes applied to these same governments. See
Opinion of Advocate General Cruz Villalón delivered on 14 January 2015, Case C-62/14,
ECLI:EU:C:2015:7, paras. 140-151.

133 See, e.g., M. Goldmann, ‘United in diversity? The relationship between monetary policy and
prudential supervision in the Banking Union’ (2018) 14 European Constitutional Law Review
283–310 regarding the relationship of price and financial stability.

134 Critical on the lack of distinction between proportionality as a means to determine competence
on the one hand and the lawfulness of its use on the other in the rulings of the German Federal
Constitutional Court in the Weiss case, e.g., M. Wendel, ‘Paradoxes of ultra-vires review:
A critical review of the PSPP decision and its initial reception’ (2020) 21 German Law
Journal 979–994.

135 Federal Constitutional Court, Judgment of 5 May 2020, 2 BvR 859/15, 2 BvR 1651/15, 2 BvR
2006/15 and 2 BvR 980/16.
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and assets as “green.”136 Such monetary to economic policy coordination is legally
permissible, by analogy with previous CJEU case law, if the ECB can establish that
its measures have as their ultimate objective price stability137 and that the real
economy effects they create are proportionate to that objective.

However, in practice, the risk of ECB monetary policy measures creating tensions
with EU and national climate policy will likely be limited. The existence of specific
and legally binding EU-level climate objectives renders it unlikely that the ECB’s
monetary policy will pressure economic policymakers to introduce measures that go
beyond what the Paris Agreement and the EU Climate Law already require. Instead,
efforts will typically be complementary. As our analysis has shown (see Section 14.3.2),
the ECB has been careful in designing its monetary policy operations in line with
climate policy standards set by the responsible economic policymakers, increasingly
invoking its secondary objective. The legal challenges raised by that second form of
coordination – economic to monetary coordination – are assessed in Section 14.4.2.

14.4.2 Economic to Monetary Coordination

As demonstrated in Section 14.2, a strict reading of its independence led the ECB to
block any attempt to coordinate policy during its early years of existence. Article
130 TFEU prohibits the ECB from taking or seeking instructions from any external
body. This prohibition is complemented by safeguards of personal,138 functional,139

and financial independence.140 These safeguards are indeed exceptionally far-
reaching in international comparison. However, already in the OLAF case, the
CJEU rejected the view that the ECB’s independence separated the central bank
entirely from other EU institutions and bodies. Instead, the Court held that Article
130 TFEU intends to shield the ECB only from influence that undermines its ability

136 This was achieved with the adoption of the EU Green Bond Standard: Regulation (EU) 2023/
2631 of the European Parliament and of the Council of 22 November 2023 on European Green
Bonds and optional disclosures for bonds marketed as environmentally sustainable and for
sustainability-linked bonds, OJ L 2023/2631, 30 November 2023, ELI: http://data.europa.eu/eli/
reg/2023/2631/oj.

137 The ECB primarily justified its adaptations to the CSPP and the collateral framework with the
climate-related financial risks to which it is exposed when implementing monetary policy,
stressing that these risks can affect the value and the risk profile of the assets held on the
Eurosystem’s balance sheet. See recital 2 of Decision (EU) 2022/1613 of the European Central
Bank of 9 September 2022 amending Decision (EU) 2016/948 on the implementation of the
corporate sector purchase programme (ECB/2016/16) (ECB/2022/29), OJ 2022 L 241/13. For the
collateral requirements, see ECB, ‘ECB takes further steps to incorporate climate change into
its monetary policy operations’, 4 July 2022: “The new limits regime aims to reduce climate-
related financial risks in Eurosystem credit operations.”

138 Personal independence is based on safeguards against dismissal and security of tenure (see
Articles 11.2, 11.4, and 14.2 ESCB Statute).

139 Functional independence refers to the ECB’s autonomy to decide which means and instru-
ments are most appropriate to achieve its objectives (see Articles 17–24 ESCB Statute).

140 Financial independence is ensured by the ECB’s own budget and income.
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to pursue its objectives effectively.141 Provisions institutionalizing the exchange of
views and mutual consultation among different economic policymakers142 support
that reading. As René Smits aptly phrased it, “the independence provisions, though
very strictly formulated and written in stone, leave scope for a process of open
influencing of the monetary authority” and “an open debate is possible between
[the] ECB and its economic policy-makers and lawmakers.”143

The ECB’s independence is not only delimited by procedural mechanisms of
interinstitutional exchange but also by provisions that require it to consider EU-level
policies. The Treaty itself mandates substantive coordination of ECB policies with
the goals of the Paris Agreement and the European Climate Law in at least two
ways.144 First, the ECB’s secondary objective would make little sense without
extensive economic to monetary coordination. According to Article 127(1), second
sentence, TFEU, the ECB is obligated to (“shall”) support the economic policies in
the Union that contribute to the objectives mentioned in Article 3 TEU, including
environmental protection. That applies when the ECB pursues price stability in that
it must choose the instrument (and design it in ways) that is (are) most effective in
supporting economic policies targeting environmental protection, if there are sev-
eral instruments (designs) to choose from. The ECB may also decide to take
measures in support of economic policies aimed at environmental protection
without an immediate price stability objective if these measures do not prejudice
that objective. In both cases, the ECB’s role is supportive of the economic policies in
the Union that pursue the objective of environmental protection. Accordingly, the
ECB must defer to the policy choices made by the EU’s political authorities and the
Member States.145 Not coordinating monetary policy with economic policy by
making environmental policy of its own would violate the confines of the ECB’s
mandate.146 Its independence requires, however, that the ECB always maintains the

141 Case C-11/00, Commission v. ECB, ECLI:EU:C:2003:395, paras. 134 and 135, referring to then
Article 108 TEC.

142 For example, Article 284(1) and (2) TFEU and Article 1 Protocol No. 14 TFEU.
143 R. Smits, ‘The European Central Bank’s independence and its relations with economic policy

makers’ (2008) 31 Fordham International Law Journal 1614–1636 at 1626.
144 See, however, A. Steinbach, ‘The greening of the Economic and Monetary Union’, (2022) 59

Common Market Law Review 329–362 at 343, arguing that “[m]onetary policy is formally
prevented from coordination with other EMU pillars.” On the ECB’s secondary objective
and the “horizontal” provision of Article 11 TFEU more generally, see Chapter 3 in
this volume.

145 Grünewald and van’t Klooster, ‘New strategy, new accountability?’, 993–994; J. van’t Klooster
and N. de Boer, ‘What to do with the ECB’s secondary mandate’ (2023) 61 Journal of Common
Market Studies 730–746.

146 E.g., S. Grünewald, ‘The ECB’s response to the COVID-19 crisis and its role in the green
recovery’, in C. Gortsos and W.-G. Ringe (eds.), Financial Stability Amidst the Pandemic
Crisis: On Top of the Wave (Frankfurt am Main: European Banking Institute, 2021),
pp. 263–286 at 275–276.
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option to lean against stated economic policy objectives, if monetary support of these
objectives would go against the ECB’s price stability objective.

Second, the integration of climate considerations into the ECB’s monetary policy
is required by Article 11 TFEU, again without prejudice to the ECB’s primary
objective of price stability. This is in line with the “whole-of-government approach”
that environmental policy requires. What the “environmental protection require-
ments” according to Article 11 TFEU are, is for the Union’s political authorities to
determine.147 The EU’s sustainability strategy, expressed by the European Green
Deal and the European Climate Law, in particular, thus represents the relevant
yardstick for the ECB.

Through economic to monetary coordination based on the ECB’s secondary
objective and Article 11 TFEU, EU climate legislation becomes binding on the
ECB, unless adhering to the legislation undermines its ability to safeguard price
stability.148 The ECB retains the authority to independently determine whether
supporting EU climate legislation is at odds with its primary objective. As primary
law mandates the ECB to integrate climate considerations in its policies, provided
there is no real trade-off with price stability, EU climate legislation and policy hardly
qualify as instructions from political authorities as prohibited by Article 130

TFEU.149

The previous considerations reveal that the ECB’s current practice of independ-
ent policy coordination sits uneasily with its mandate and role as a “policy-taker”150.
The ECB is supposed to only support economic policy, but where it decides on its
own which economic policies to support and how, such decisions are often difficult
to distinguish from the ECB making its own economic policy. In sum, it is hardly
possible to draw a strict dividing line between “supporting” and “making” economic
policy if the ECB acts independently.151 Multilateral coordination would reduce

147 Article 192 TFEU. J. Solana, ‘The power of the Eurosystem to promote environmental
protection’ (2019) 30 European Business Law Review 547–575.

148 This sidesteps the ongoing discussion on whether EU climate legislation is binding on the
ECB per se, that is, whether the ECB is a “relevant Union institution” according to the
European Climate Law. See, e.g., N. de Arriba-Sellier, ‘Op-Ed: Obligations without account-
ability? The ECB and the European Climate Law’, EU Law Live, 18 July 2023; disagreeing
with C. Zilioli and M. Ioannidis, ‘Climate change and the mandate of the ECB: Potential and
limits of monetary contribution to European green policies’ (2022) 59 Common Market Law
Review 363–394 at 382–383; F. Elderson, ‘The European Climate Law and the European
Central Bank’, ECB, 1 December 2022.

149 See also C. Calliess and E. Tuncel, ‘The role of Article 11 TFEU in the greening of the ECB’s
monetary policy’ (2023) 24(5) German Law Journal 1–29, at 17.

150 F. Elderson, ‘Policymakers as policy takers – accounting for climate-related and environmental
factors in banking supervision and monetary policy’, ECB, 21 April 2023.

151 The German Federal Constitutional Court tried to draw such a dividing line in Federal
Constitutional Court, Order of 14 January 2014 2 BvR 2728/13, paras. 80-83. However, it was
subjected to significant criticism in this regard. See V. Borger, ‘Outright Monetary Transactions
and the stability mandate of the ECB: Gauweiler’ (2016) 53 Common Market Law Review
139–196, at 181–183; C. Gerner-Beuerle, E. Küçük, and E. Schuster, ‘Law meets economics in
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that legal risk, in that economic policymakers would give guidance on economic
policies in support of environmental protection, and the ECB would design its
operations on that basis. Such guidance could identify legislation and policy choices
that might be relevant for monetary policy and feed into the ECB’s supporting role
by building upon existing channels of accountability and interinstitutional
exchange.152

14.5 conclusion

As central banks become concerned with environmental sustainability, it becomes
harder to draw the boundaries – previously thought to be rather clear – between
monetary policy and economic policies aimed at enabling the net-zero transition.
This not only warrants discussion of whether central banks’ mandates allow them to
pursue and/or support environmental protection as an objective.153 It also raises the
broader question of the extent to which central banks can and must coordinate their
monetary policy measures with relevant economic policies adopted by political
authorities, such as governments and legislatures. Such coordination, we argue,
can happen in two ways: (1) monetary to economic coordination, with the central
bank seeking to influence economic policymaking; and (2) economic to monetary
coordination, with the central bank basing its monetary policy measures on deci-
sions by economic policymakers.
To explore the reality and legal implications of such policy coordination, this

chapter provided a case study of the ECB, which – due to its supranational, treaty-
based nature – is widely accepted to be one of the most independent central banks
in the world. The case study is based on both an analysis of the ECB’s views on
coordination and legal-doctrinal research. Our findings point to two periods in the
evolution of ECB policy coordination: The early years of the ECB were shaped by
the notion of monetary dominance. Our comprehensive speech analysis found that
ECB Executive Board members consistently and vocally rejected ex ante coordin-
ation between monetary policy and other policies during that initial period, because
they considered it a potential threat to the ECB’s independence. Since the
European sovereign debt crisis started in 2010 and, even more so, in the context of
high inflation and the war in Ukraine, however, the language used by ECB top
officials has changed. While the ECB has never explicitly revised its rejection of ex

the German Federal Constitutional Court: Outright Monetary Transactions on trial’ (2014)
15(2) German Law Journal 281–320, at 310–312; A. Thiele, ‘Friendly or unfriendly act? The
‘historic’ referral of the Constitutional Court to the ECJ regarding the ECB’s OMT Program’

(2014) 15(2) German Law Journal 241–264 at 259–261.
152 For detailed proposals regarding the relationship of the ECB with the European Parliament,

see Grünewald and van’t Klooster, ‘New strategy, new accountability?’; see also van‘t Klooster
and de Boer, ‘What to do with the ECB’s secondary mandate’.

153 See the chapters in Part I of this volume.
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ante coordination, our speech analysis revealed a softened stance on the ECB’s
ability and willingness to enable an optimal “policy mix.”

We show that in this second (and ongoing) period, the ECB has increasingly
engaged in policy coordination. While the early strategies of 1998 and 2003 were
narrowly focused on the ECB pursuing price stability by setting interest rates, the
2021 (and 2025) strategy review was much more appreciative of interdependencies
between monetary and other economic policies. In particular, climate change has
become an express concern of monetary policy, as detailed in the ECB Climate
Agenda of 4 July 2022. We found elements of both monetary to economic and
economic to monetary coordination in the ECB’s climate-related opinions and
measures. However, paradoxically, policy coordination by the ECB has remained
unilateral. By choosing on its own whether, when, and with which economic
policies it coordinates monetary policy, the ECB has engaged in what we coined
“independent policy coordination.” Independent policy coordination is an attempt by
the ECB to reconcile its guaranteed independence with the reality of interdepend-
encies between monetary and economic policies. Crucially, this approach is still
rooted in the notion of monetary dominance prevailing before the global financial
crisis of 2008, rejecting the possibility of coordination being multilateral.

The legal limits to independent policy coordination are only vaguely defined.
CJEU case law implies a wide legal scope for monetary to economic coordination,
confined by the need for the ECB to demonstrate a sufficiently justifiable link of
climate-related monetary policy action with its primary objective. Economic to
monetary coordination, on the other hand, finds its limits in the ECB’s independ-
ence, guaranteed primarily by Article 130 TFEU. That guarantee, however, must be
read in conjunction with Treaty provisions that mandate substantive coordination of
ECB policies with climate-related economic policies. Under its secondary objective,
the ECB supports general economic policies in the Union aimed at protecting the
environment, and the horizontal provision of Article 11 TFEU requires it to integrate
environmental protection into its policies. The prerogative for defining the under-
lying economic and climate policies rests with political authorities. EU climate
legislation and policy thus hardly qualify as “instructions” prohibited by Article 130

TFEU, if there is no danger of the ECB violating its primary objective of
price stability.

As the ECB is implementing its Climate Agenda, upholding the practice of
independent policy coordination becomes increasingly difficult and legally precar-
ious. Independent policy coordination commonly implies autonomous policymak-
ing by the ECB. Going forward, the ECB will be helped by targeted guidance from
economic policymakers, as long as that guidance remains compatible with the
primacy of price stability.
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