The European Central Bank
Introduction
The European Central Bank (ECB) is the central bank of the eurozone. It is a key part of the European System
of Central Banks (ESCB), which aims to co-ordinate the monetary policy of EU member states. The ECB
controls the monetary policy of all the member states that use the Euro. Its main aim is to maintain stable
prices by keeping inflation under control and it uses interest rates to do this. The ECB has many of the
powers of a national central bank. However, questions have been raised over whether it can ever really
successfully manage the competing monetary demands of eurozone members while maintaining
independence from them and while only controlling one strand of economic policy.

History

How does a General Election actually work?

The structure of the ECB was outlined in the Maastricht Treaty (1992) as part of the programme to create
The UK is a liberal democracy. This means that we democratically elect politicians, who
Economic and Monetary Union (EMU). The Treaty set up the ESCB and a European Monetary Institute (EMI).
represent our interests. It also involves that individual rights are protected.
The ECB came into being in 1998 when those member states that decided to join the Euro agreed to fix their
exchange. rates. At this point
EMI
closed
and the
over its responsibilities.
The Lisbon
Treaty
Thethe
type
of was
liberal
democracy
weECB
havetook
is a constitutional
monarchy, where
the powers
of
(2007) formally establishedthe
themonarch
ECB as an
institution.
areEU
limited
by the terms and conditions put down in the constitution.
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How does the ECB work?

Appointed Prime Minister (or chancellor) as Head of Government and a monarch (or

The ECB is headed by an Executive Board made up of the President, Vice-President and four members
ceremonial president) as Head of State.
nominated by eurozone countries. Decision-making is led by the Governing Council, which is made up of the
Executive Board members plus the heads of the thirteen eurozone central banks. The system operates like a
web, with the ECB at the centre setting monetary policy and the Eurozone central banks on the outside
implementing it. Eurozone central bankers can advise on policy, but the final decisions rest with the ECB.
The ECB also has relations with non-Eurozone EU members through the General Council, which brings
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Party with most of the votes is invited by the Queen to form a government. If there is no
clear winner, there is a hung Parliament. In this case, a minority or coalition government
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coalition government means that two or more political parties agree to share power in
government. If that does not work out, new elections may be called.

The European Central Bank
In May and June 2010, following problems with Greece’s sovereign debt, the ECB bought €60 billion of
eurozone governments’ bonds as part of an international rescue plan to restore confidence in the single
currency. Whilst it was common for national central banks to buy government bonds, this was the first time
that the ECB intervened in such a direct way.

Facts and figures
 Nearly 50% of the ECB’s €4 billon reserve comes from the German Bundesbank and the French
Banque de France.
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