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Abstract
The establishment of the Single Supervisory Mechanism (SSM) raised expectations regarding the
ability of the European Parliament (EP) to hold the European Central Bank (ECB) accountable for
its decisions. This article examines the accountability interactions between the two institutions in
the first years of the functioning of the SSM (2013–18). The focus is on the extent to which the EP
contests ECB supervisory decisions in practice through letters and public hearings. The analysis
shows a frequently-used infrastructure of political accountability that is however limited in ensur-
ing the contestation of ECB conduct in banking supervision. The study identifies problems with
the performance of the EP as an accountability forum and with the tight confidentiality rules of
the SSM, which allow the ECB to silence contestation on many politically salient issues. The find-
ings are based on an innovative analytical framework on the study of accountability interactions.

Keywords: European Central Bank; European Parliament; accountability; single supervisory mecha-
nism; political contestation

Introduction

The accountability of the European Central Bank (ECB) is a perpetual topic of interest in
academic research in political science, law and economics (Amtenbrink and van Duin,
2009; Collignon and Diessner, 2016; Curtin, 2017; De Haan, 1997; Elgie, 2002;
Magnette, 2000). Initial debates revolved around the mandate of the ECB in monetary
policy, grounded in two notions established by European Union (EU) Treaties: first, the
specification of a primary objective to maintain price stability (Article 282(2) TFEU)
and second, the requirement of independence from other EU institutions and national
governments (Article 282(3) TFEU). The challenge of the ECB was how to reconcile
two seemingly conflicting goals – on the one hand independence from political interfer-
ence, and on the other hand the need to be accountable to a democratically elected author-
ity (Braun, 2017; Dawson et al., 2019; Issing, 1999).

In this context, the relationship with the European Parliament (EP) was placed front
and centre. In the late 1990s, the two institutions established a ‘Monetary Dialogue’
through which the ECB President would appear four times a year before the EP’s Eco-
nomic and Monetary Affairs (ECON) Committee, a possibility now envisaged in Article
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284(3) TFEU and regulated in the EP’s Rules of Procedure. The practice of the Monetary
Dialogue has been researched extensively in the academic literature, with mixed results.
On the downside, the Monetary Dialogue was criticized for operating at a high level of
generality, focused on debating economic and monetary policy issues rather than
assessing the performance of the ECB in fulfilling its mandate (Amtenbrink and van
Duin, 2009; Braun, 2017; Claeys et al., 2014; Gros, 2004). On the upside, it is recognized
that the Monetary Dialogue has improved over the years in terms of the relevance of
topics discussed and the extent to which the ECB engages with questions from Members
of the European Parliament (MEPs) (Collignon and Diessner, 2016; Eijffinger and
Mujagic, 2004; Fraccaroli et al., 2018).

The expansion of the ECB mandate during the Euro crisis put additional pressure to
increase the political accountability of the institution. Most controversially, the ECB in-
troduced unconventional monetary policy instruments1 and took part in negotiations of fi-
nancial assistance programmes in the so-called Troika (Braun, 2017; Curtin, 2017).
According to Ryan, these measures effectively gave the ECB Governing Council powers
over ‘the fate of at least half a dozen governments’ in the Euro area (2018, p. 5). Further-
more, the creation of the Single Supervisory Mechanism (SSM) made the ECB responsi-
ble for banking supervision ‘with a view to contributing to the safety and soundness of
credit institutions and the stability of the financial system within the Union’ (Article 1,
Council Regulation 1024/2013, henceforth the ‘SSM Regulation’). Conferring supervi-
sory powers to the independent ECB raised immediate questions about the need to estab-
lish new accountability obligations vis-à-vis the EP, separate from the Monetary Dialogue
(Article 20, SSM Regulation). So far, the new accountability relationship has been eval-
uated positively in terms of the legal framework (Fromage and Ibrido, 2018) and the fre-
quency of written exchanges (Fraccaroli et al., 2018), but less so in respect to the practice
of hearings (Amtenbrink and Markakis, 2019).

This article seeks to contribute to this emerging literature by investigating both written
and oral exchanges between the EP and the ECB in the framework of their accountability
relationship in banking supervision. The goal is to evaluate the extent to which the ECB is
being held accountable by its main political interlocutor in the SSM – the EP’s ECON
Committee. Adopting an analytical perspective coined the ‘interactionist approach’, the
focus is on how MEPs contest ECB supervisory decisions in practice and how the ECB
responds to their contestation. From this perspective, it is expected that MEPs will exer-
cise more accountability if they ask relevant questions that contest something about ECB
decisions or conduct, and simultaneously, if the ECB engages with said contestation, pro-
viding full answers to the questions raised. The analysis is based on 283 letters exchanged
between the two institutions and 13 public hearings taking place at the ECON Committee
from October 2013 (since the adoption of the SSM Regulation) until April 2018. The
findings reveal shortcomings in the performance of MEPs from the ECON Committee,
whose contestation of the ECB conduct in banking supervision remains limited. However,
the results should be treated with caution: many problems are related to the confidentiality
requirements and the complexity of the EU banking union framework, which do not allow
MEPs to receive answers to the questions that are most relevant to them.

1These include the Outright Monetary Transactions (2012) and the Asset Purchase Programme (2014–18). Both were
contested for violating Article 123 TFEU, known as the prohibition of monetary financing (Dawson et al., 2019).
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The article is structured as follows. The first part describes the relationship between the
EP and the ECB in banking supervision in relation to principal–agent theory and the pub-
lic administration literature on accountability. The goal is to contextualize the account-
ability relationship under investigation and underline the need for an approach that
examines day-to-day interactions between MEPs and the ECB. The second part intro-
duces an analytical framework for the study of accountability interactions, focused on in-
stances of contestation. The third part provides an empirical analysis of accountability
interactions between the ECB and the EP in the first four years of SSM activity. The con-
clusion problematizes the accountability shortfalls of the SSM and highlights the contri-
bution of the article.

The SSM and Political Accountability

The relationship between the ECB and the EP in banking supervision is an example of
central bank accountability and, more broadly, of political accountability between a spe-
cialized executive agency and a parliamentary body. At first glance, there are similarities
to the classic principal–agent model in which an authorized principal delegated powers to
an agent with the expertise and policy credibility to carry out specific tasks (Strøm, 2000).
The idea is that in a representative democracy ‘those authorized to make political deci-
sions [the principals] conditionally designate others [the agents] to make such decisions
in their name and place’ (Müller et al., 2006, p. 19). In the principal–agent logic, account-
ability is the counterpart of delegation, based on the understanding that ‘A is obliged to
act in some way on behalf of B’ and, in turn, that ‘B is empowered (…) to sanction or re-
ward A for her activities or performance in this capacity’ (Fearon, 1999). Delegation and
accountability thus go hand in hand, allowing principals to exercise continuous control
over their agents. In the literature on central bank accountability, the emphasis on control
is common among advocates of ‘contracting,’ i.e. the view that political ‘principals’ can
control their monetary policy ‘agents’ if they create the optimal incentive structure
(Persson and Tabellini, 1993; Schaling and Nolan, 1998; Walsh, 1995). EU banking su-
pervision deviates from this logic because the EP is not technically the principal of the
ECB in the field. The SSM was established by a Council Regulation adopted through a
special legislative procedure in which the EP was only consulted (Art 127(6) TFEU).
In fact, the EP had the same role in the process as the ECB, which was also consulted
(Amtenbrink and Markakis, 2019, p. 9). From this perspective, national governments in
the Council remain the principal of the ECB in banking supervision.

As a result, there are formal limitations to the EP’s powers to hold the ECB accountable
for its supervisory decisions. If the EP depends on the Council for revising the ECB’s man-
date in the SSM, then its ability to influence the incentive structure in which the agent
operates (through ‘contracting’) is automatically curtailed. Furthermore, the SSM Regula-
tion specifies that ‘the ECB should exercise the supervisory tasks conferred on it in full in-
dependence, in particular free from undue political influence’ (Recital 75; see also Article
19). This means that any recommendations made by the EP in its ‘Resolutions on the Bank-
ing Union-Annual Reports’might have an informal impact on supervisory conduct but do
not constitute formal mechanisms to sanction the ECB because parliamentary resolutions
are never legally binding. On the plus side, the EP can veto the appointment of the Chair
and Vice-Chair of the Supervisory Board – a power it does not hold over the Executive
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Board of the ECB (Amtenbrink andMarkakis, 2019, pp. 14–15). Moreover, in case of poor
performance or serious misconduct, the EP must approve the dismissal of the Chair of the
Supervisory Board following a proposal from the ECB on the matter, but the decision is ul-
timately settled in the Council by qualifiedmajority (SSMRegulation, Article 26(4)). In ad-
dition, the ECB has the obligation to ‘cooperate sincerely with any investigations by the
European Parliament, subject to the TFEU’ (SSM Regulation, Article 20(9)).

For these reasons, the principal–agent framework is not particularly helpful to under-
stand political accountability in the SSM. Amore fruitful approach can be found in the pub-
lic administration literature and the widely-used definition of the term proposed by Mark
Bovens (2007). He describes accountability as the relationship between two parties– an ac-
tor and a forum – which imposes certain obligations of the former before the latter. From
this perspective, accountability is conceptualized in stages: first, there are formal or infor-
mal obligations for the actor’s regular disclosure of information about its activities (the in-
formation stage); second, there are ex-post mechanisms to scrutinize the actor through
requests for information and justification of conduct (the discussion stage); third, there
are additional ex-post mechanisms to pass judgement on the behaviour of the actor and im-
pose sanctions if necessary (the consequences stage) (Bovens, 2007, p. 451). In respect to
the latter, what matters is the ‘possibility of sanctions’ and not their actual application in
practice.

Bovens’s understanding of accountability is well-suited to describe the relationship be-
tween the ECB (‘the actor’) and the EP (‘the forum’) in banking supervision. Indeed, the
Interinstitutional Agreement signed by the two institutions in the SSM framework creates
‘a formal obligation’ for the ECB ‘to render account’ to the EP ‘on a regular basis’ (Bovens,
2007, p. 451). Specifically, the ECB has to present to the ECON Committee an annual re-
port of its activities and transmit confidential, annotated minutes of Supervisory Board
meetings that allow MEPs to understand the substance of the discussions and decisions
taken (Interinstitutional Agreement, Articles 1, 4). The first stage in Bovens’s conceptual-
ization (providing information) is thus fully covered, albeit within the limits of the ECB’s
secrecy regime (Interinstitutional Agreement, Article 5). Conversely, the second and the
third stage of Bovens’s definition are not clearly distinguishable. Since the EP’s ability to
sanction the ECB is limited, ‘discussions’ between the two institutions represent the plat-
form through which the ECB can face informal consequences, for example when MEPs
make statements condemning supervisory decisions or ECB conduct. The SSM framework
requires the Chair of the Supervisory Board to participate in ordinary and ad hoc public
hearings at the ECON Committee and, upon request, in confidential meetings with Mem-
bers of the Committee; at the same time, the ECB is obliged to respond in writing and
within five weeks to written questions asked byMEPs (SSMRegulation, Article 20). Hear-
ings and letters therefore constitute the main form of accountability interactions between
the EP and the ECB in banking supervision.

The centrality of accountability interactions in the SSM poses, however, significant
methodological challenges. The analysis of hearings and letters is inherently open to qual-
itative interpretation, making it difficult to evaluate the extent of accountability in the rela-
tionship. To address this problem, it is necessary to adopt a systematic approach to the study
of accountability interactions and identify clear criteria for assessing them. The broader ob-
jective is to complement analyses of [legal] accountability frameworks by examining how
actors and forums interact on a routine basis. The next section introduces such an approach.
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Studying Accountability Interactions – An Analytical Framework

The study of accountability interactions requires the application of an analytical apparatus
that is ontologically and epistemologically consistent. The approach proposed here is
coined ‘interactionist’ in reference to Erving Goffman’s concept of ‘interaction orders’,
which denotes situations in which individuals find themselves in each other’s presence
and influence one another’s actions (Goffman, 1983, p. 2). As a sociologist, Goffman
was interested in physical interactions between individuals; in contrast, accountability in-
teractions are typically formalized in an institutionalized setting, hence the encounter be-
tween actors and forums is constituted by organized hearings, meetings, and, even more
frequently, the exchange of documents between the two parties. Accountability interac-
tions can thus take the form of both verbal and written communication.

The advantage of the interactionist approach is that it deconstructs accountability inter-
actions into their constituent parts centred around different types of contestation. The un-
derlying assumption is that when actors and forum interact with each other in an
accountability relationship, what happens are instances of contestation through which fo-
rums challenge an actor’s past decisions and conduct. Drawing on Bovens (2007, p. 453),
it is expected that forums ask questions demanding something from the actor – informa-
tion, justification of conduct, change of decisions or sanctions for responsible parties. The
interactionist approach proposes to keep an inventory of the type of questions posed by
forums and the type of answers provided by actors. Accordingly, the basic idea is that ac-
countability interactions have at least three steps, in which: (I) the forum contests the de-
cisions of the actor, (II) the actor silences, rejects or engages with said contestation and

Figure 1: An Analytical Framework for the Study of Accountability Interactions.
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(III) the forum follows up on the issue or not, thus continuing or ending contestation on
the matter. Alternatively, the forum might use legal means (if available) to force the actor
to engage with contestation or change its behaviour. Figure 1 offers an overview of the
framework, which is explained in what follows.

Contestation begins (column I) when a forum puts forth a request before an actor mak-
ing at least one of the following demands: A, provide information about [the context of] a
decision; B, justify the decision taken or explain conduct in a given situation; C, amend
the decision or change the conduct in a specific or more general way; and D, sanction in-
dividuals considered at fault for the negative implications of the decision or the conduct.
Requests of type A include demands for information about existing policies or the process
through which decisions were taken. Requests of type B cover demands concerning the
justification of conduct, asking the rationale why one line of action was preferred over an-
other. Finally, requests of type C and D comprise demands made of actors to change their
decisions or conduct and sanction the people deemed responsible for specific errors. In
addition, there is the possibility that a forum asks a question to the actor that does not con-
test anything about its decisions or conduct (requests of type E, marked as ‘outside the
scope’ in Figure 1). For example, the forum could simply demand the actor’s policy views
on a specific topic, without challenging past decisions or conduct in any way. Requests of
type E are the first indicator of an accountability shortcoming.

Next, in response to the demands of the forum (column II), the actor can (1) silence con-
testation, (2) reject responsibility on the matter or (3) engage with contestation. These three
possible responses can be identified for each type of request made by the forum, creating
multiple categories of reactions through which the actor can respond to contestation. When
actors silence contestation, they can do so fully (by evading an answer or invoking secrecy
requirements) or partially by invoking secrecy requirements and giving a general answer
about their policies. Secrecy requirements are common in certain policy areas, such as na-
tional security, economic stability, or in reference to the need for a ‘space to think’ during
sensitive negotiations (Hillebrandt and Novak, 2016). Likewise, when replying to requests
for change of conduct, actors can silence contestation by evading an answer – pretending
that the question was not posed and keeping their decisions and staff as before. Second,
when actors reject responsibility for a decision, they direct the forum to the actor considered
competent to provide information, justify the decision or conduct, change policy, or sanc-
tion personnel on the particular issue. The rejection of responsibility might occur for a valid
reason (actual lack of competence), which is why this category is distinct from silencing
contestation. The validity of the reason must be investigated on a case-by-case basis. Fi-
nally, when replying to requests for information and justification of conduct, actors can en-
gage with contestation with different degrees of transparency, depending on whether
questions from the forum are answered fully or partially. Simultaneously, actors can engage
with contestation by defending their conduct and maintaining their decisions, by changing
their conduct immediately or by promising to change their conduct in the future. The same
logic is present for the application of sanctions.

In a third step (column III), it is possible to have (1) no follow-up to the actor’s re-
sponse, or action by the forum, to (2) reject the validity of the actor’s answer or (3) use
legal means to force the actor to answer satisfactorily or intervene directly on the matter.
The three envisaged reactions of the forum can occur regardless of whether the request
was for information, justification of conduct, change of policy, or personnel sanctions.
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A lack of follow-up can be caused by the forum’s loss of interest in the topic, its acknowl-
edgement of the futility to continue asking questions because the actor will not provide a
full reply, or simply by the forum’s acceptance of the answer, which effectively ends con-
testation on the issue. Conversely, when the forum rejects the answer of the actor, it can
continue contestation or take direct action by using legal means to force the actor to pro-
vide information or justification, by amending the actor’s decision directly, or by impos-
ing sanctions. The forum’s direct intervention can occur by changing the legal framework
in which the actor operates, dismissing personnel, or through a court ruling.

Following this line of thought, the evaluation of accountability in the interactionist ap-
proach is made along a continuum ranging from ‘less accountability’ to ‘more account-
ability’ (see vertical arrow pointing downwards in Figure 1). The continuum is valid
within each of the three steps: first, requests for change of conduct and sanctions logically
involve a higher level of contestation than requests for information and justification of
conduct, so they are taken as an indicator of ‘more accountability’. Second, an actor
who silences contestation automatically raises red flags and provides a sign of ‘less ac-
countability’: while there might be legitimate reasons for secrecy, there is a trade-off with
accountability – as the forum does not receive an answer in response to its contestation.
Moreover, the rejection of responsibility can also be problematic if it results in a ‘blame
game’ in which nobody is held accountable for poor decisions. In fact, the rejection of re-
sponsibility needs to be judged on its own merit, depending on whether the lack of com-
petence on the matter is factual or not. The only clear instance of ‘more accountability’ in
column II occurs when actors engage with contestation and provide a full or even partial
answer to the question raised. Finally, when it comes to the follow-up by the forum, the
three scenarios also signal different degrees of accountability. A lack of follow-up is em-
pirically ambiguous because it can have different reasons: the forum might have lost in-
terest or belief in the merit of the topic; alternatively, the forum might have simply
accepted the response of the actor. Conversely, if the forum rejects the actor’s justification
of conduct (or the lack thereof), then contestation on that particular issue continues and
can later result in concrete legal measures such as changing the actor’s legal framework,
forcing the disclosure of information, amending the decision directly, or applying sanc-
tions. For this reason, the continuation of contestation and the use of legal means stand
at the opposite ends of ‘more accountability’.

From a methodological standpoint, the interactionist approach proposes to adapt the
method of political claims analysis developed in the social movements literature
(Koopmans and Statham, 1999). Political claims analysis is a form of discourse analysis
which combines actor-centred and content-centred approaches: in an accountability con-
text, it allows the researcher to link actors and forums with the content of their interac-
tions, including their respective positions and frames of justification used to support
them. In line with the interactionist approach (Figure 1), contestation is operationalized
following the 5 types of requests made by forums in column I, the three categories (and
their subclasses) of replies envisaged for actors in column II, and the three possibilities
(and their subcategories) for forums to follow up on the response of the actor listed in
column III.

Having established the main tenets of the interactionist approach, the article now turns
to the specific case of the SSM and the accountability relationship between the ECB and
the EP in this context.
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Accountability Interactions in the SSM

The formal adoption of the SSM Regulation in October 2013 was soon followed by the
establishment of an institutionalized dialogue between the EP and the ECB on banking su-
pervision. The analysis presented here covers the period October 2013–April 2018 and in-
cludes 283 written letters exchanged between the two institutions and 13 public hearings
of the Chair of the Supervisory Board at the ECON Committee. The Online Appendix pro-
vides a breakdown of letters exchanged over time (Table A1) as well as an overview of the
relevant hearings held at the ECON Committee every year (Table A2). Using the qualita-
tive data analysis software Atlas.ti, all letters and transcripts of public hearings were coded
to identify single-topic questions and their corresponding answers. Single-topic questions
could entail several interrogative sentences clustered around one specific issue, which
meant that MEPs could ask multiple questions at a time. The analysis additionally includes
an inventory of the nationality and political affiliation of MEPs who ask questions, avail-
able in the Online Appendix (Figures A1–A4). Following the interactionist approach, the
purpose here is to illustrate (1) howMEPs contest ECB supervisory decisions and conduct
and (2) how the ECB silences, rejects, or engages with their contestation.

Contesting the ECB in Banking Supervision

In the framework of SSM accountability, the ECB and the EP interact on a regular basis.
In over four years since the creation of the SSM, the analysis identified a total of 706
single-topic questions and a corresponding number of answers in letters (337) and hear-
ings (369). In line with the interactionist approach, the questions of MEPs were catego-
rized along five types of requests for information, justification, change of
decisions/conduct, sanctions and policy views. Moreover, it was possible to distinguish
questions asked for the first time (initial contestation) from questions on which MEPs
followed up because they were dissatisfied with the original answer (continued contesta-
tion). There were no instances in which MEPs used legal means to force the ECB to pro-
vide an answer/change its conduct/impose sanctions. The latter would have been possible
if MEPs set up a Committee of Inquiry to conduct investigations involving the ECB (see
Title II of the Interinstitutional Agreement), but such a committee has not been so far
established. There is also no evidence of MEPs formally accepting ECB answers as valid
because they do not follow up positively on the written or oral answers of the Chair of the
Supervisory Board. Consequently, only negative follow-ups can be identified, when
MEPs continue contestation on a given issue. Table 1 offers an overview of the classifi-
cation of questions posed in letters, hearings, and cumulated – in terms of both absolute
values and percentages of the total.

There are several observations coming out of the table. First, 15.7 per cent of the total
number of questions are ‘requests for policy views’, meaning demands for the ECB’s ex-
pert opinion on ongoing legislative files or domestic developments. According to the
interactionist approach (Figure 1), these cannot be considered accountability interactions.
While it makes sense for MEPs to ask the ECB’s expert opinion on their legislative activ-
ity, this can be done separately and not filed under accountability. In fact, the ECB is for-
mally consulted on proposals from legislation that concern the EMU, responding to
official requests for opinions from the Council, the EP, but also from national authorities
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(European Central Bank, n.d.). A discussion between MEPs and the Chair of the Super-
visory Board on future legislative proposals is a form of inter-institutional interaction
but does not fall in the category of ‘being held accountable’ because there is no contesta-
tion involved. Even if such questions have the potential to be confrontational and reflect
disagreements between the two institutions on the future SSM legal framework, this is not
supported by the evidence analysed. On the contrary, there is a tendency for MEPs who
are rapporteurs on legislative dossiers to use hearings with the Chair of the Supervisory
Board to ask for her expertise on issues relevant to them. Requests for policy views are
consequently more common in hearings (22 per cent of all questions asked) than in letters
(8.9 per cent of all questions sent). From the perspective of the interactionist approach,
this reflects poorly on the performance of the forum, as more than a fifth of all hearings
is wasted on questions that are outside the scope of accountability.

Table 1: Contestation of ECB Supervisory Decisions by MEPs (October 2013–April 2018)

LETTERS

Requests forum I. Position III. Follow-up Total (in %) Total (in #)

A. Request information 37.1% 15.3% 52.4% 161
B. Request justification 14.7% 20.2% 34.9% 107
C. Request change 3.9% 5.5% 9.4% 29
D. Request sanctions 3.3% 0.0% 3.3% 10
Total requests (in %) 59.0% 41.0% 100.0% 307
Total requests (in #) 181 126 307 307
E. Request policy views 5.0% 3.9% 8.9% 30
Total questions letters 337
PUBLIC HEARINGS

Requests forum I. Position III. Follow-up Total (in %) Total (in #)

A. Request information 22.2% 24.7% 46.9% 135
B. Request justification 10.8% 27.1% 37.8% 109
C. Request change 1.7% 13.5% 15.3% 44
D. Request sanctions 0.0% 0.0% 0.0% 0
Total requests (in %) 34.7% 65.3% 100.0% 288
Total requests (in #) 100 188 288 288
E. Request policy views 8.9% 13.0% 22.0% 81
Total questions hearings 369
CUMULATED LETTERS & HEARINGS

Requests forum I. Position III. Follow-up Total (%) Total (#)

A. Request information 29.9% 19.8% 49.7% 296
B. Request justification 12.8% 23.5% 36.3% 216
C. Request change 2.9% 9.4% 12.3% 73
D. Request sanctions 1.7% 0.0% 1.7% 10
Total requests (in %) 47.2% 52.8% 100.0% 100%
Total requests (in #) 281 314 595 595
E. Request policy views 7.1% 8.6% 15.7% 111
Grand total 706

[Correction added on 02 March 2020 after first online publication: The numbering for Tables 1 and 2 have been corrected in
this current version.]
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Second, inboth letters andhearings,MEPs tend to focusover85per centof their questions
on requests for information (49.7 per cent overall) and justification of conduct (36.3 per cent
overall). This is not surprising, given the institutional independence of the ECB and the lack
of political mechanisms to directly change decisions or impose sanctions (see also
Amtenbrink and Markakis, 2019). What is interesting, however, is that out of the 296 re-
quests for information and 216 demands for justification, almost half of the questions con-
cern the situation at specific banks under the direct or indirect supervision of the ECB (for
a breakdown of questions per topic and per year, see Table A3 and Figure A5 in the Online
Appendix). Banks that attract the most attention are those that perform poorly in stress tests
and have a high level of non-performing loans (NPLs) (for example the Italian banksMonte
dei Paschi di Siena, Banca Popolare deVicenza, andVeneto Banca), were formally declared
likely-to-fail (for example the SpanishBancoPopular), orwere considered to receive prefer-
ential treatment in stress tests (for example theGermanDeutsche Bank). Other examples in-
clude the resolution of less significant institutions (LSIs) (for example the Portuguese
bank Banif) or the recapitalization of state-owned significant institutions (SIs) with the ap-
proval of theCommission (for example the Portuguese bankCaixaGeral deDepósitos). Un-
surprisingly, these are also the banks that aremost oftenmentioned in press reports regarding
the performance of the SSM. However, given the professional secrecy requirements laid
down in the Interinstitutional Agreement between the EP and theECBand in theCapital Re-
quirements Directive (CRD) IV, the ECB ‘cannot comment on the interactions with individ-
ual supervised institutions or on the supervisorymeasures takenwith regard to them’ (Nouy,
2016a). There is thus a mismatch between the issue that MEPs care most about and the like-
lihood that they will receive the information they publicly seek. Contestation is bound to be
limited from the outset.

Third, follow-up questions are more likely to occur in hearings (65.3 per cent of ques-
tions) than in letters (41.0 per cent of questions raised). This occurs because some hear-
ings have a central topic that dominates the Q&A session. One example is the ordinary
hearing from November 2017, when MEPs contested the draft Addendum to the ECB
Guidance on NPLs as overstepping the institution’s mandate. The Addendum, published
for public consultation on the ECB website on 4 October 2017, deserves close attention –
not least because the document sparked consensus among MEPs from different political
groups and attracted the attention of EP President Antonio Tajani. This is also one of
few, straightforward instances of MEPs demanding concrete changes to the ECB’s con-
duct. The Addendum addressed a persistent problem in banking supervision, namely
how banks should deal with high levels of NPLs on their balance sheets. The document
was designed to supplement the earlier ECB Guidance on the matter by providing quan-
titative supervisory expectations which set minimum levels of prudential provisions for
new NPLs starting 1 January 2018. The ECON Committee, after receiving the opinion
of its Legal Service, contested some of these supervisory expectations as ultra vires be-
cause they effectively introduced additional obligations for banks beyond the current reg-
ulatory framework (see opening remarks of Roberto Gualtieri, ECON Chair, at the
hearing on 9 November 2017). Moreover, MEPs considered that the ECB did not give
legislators and the public sufficient time to provide feedback on the Addendum, as its date
of entry into force was less than three months from the publication of the draft version.
Ms. Nouy acknowledged during the hearing that the phrasing of several provisions could
be improved, as their meaning seems to have been misunderstood from what the ECB had
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intended. The required changes were made in the revised version of the Addendum,
whose date of entry into force was also moved to 1 April 2018 (European Central Bank,
2018a, p. 7). Overall, the episode demonstrates the effectiveness of the EP as an account-
ability forum when there is a clear agenda, coordinated at the level of political groups and
supported by the leadership, about what to ask from the ECB.

Moving to the range of answers provided (Table 2), we can observe that the ECB en-
gages with contestation in about two thirds of all its replies. The percentage of answers
engaging with contestation is slightly higher in hearings (73.5 per cent) than in letters
(65.5 per cent), showing the general openness of the Chair of the Supervisory Board to
explain issues in person. In line with the questions received, the majority of answers refer
to the provision of information (32.2 per cent in letters and 34.0 per cent in hearings) and
the justification of decisions (23.8 per cent in letters and 27.4 per cent in hearings). Over-
all, the ECB’s track record in answering questions is fairly positive.

When does the ECB silence contestation? Here there is a difference in relative terms be-
tween oral and written questions, as instances of silencing contestation in letters are primar-
ily supported by confidentiality requirements of the SSM legal framework, while instances

Table 2: Responses to Questions from MEPs Provided by the ECB in the SSM Framework
(October 2013–April 2018)

LETTERS

Response actor A. Info B. Just C.
Change

D.
Sanct

Total (in
%)

Total (in
#)

E.
Views

Engage with contestation 32.2% 23.8% 8.1% 1.3% 65.5% 201 6.5%
Silence contestation: evade answer 2.3% 2.3% 0.0% 0.0% 4.6% 14 0.0%
Silence contestation: invoke secrecy, general
answer

4.9% 2.0% 0.0% 0.0% 6.8% 21 0.0%

Silence contestation: invoke secrecy, no
answer

5.2% 1.3% 0.0% 0.0% 6.5% 20 0.0%

Reject responsibility: lack competence 7.8% 5.5% 1.3% 2.0% 16.6% 51 2.4%
Total (in %) 52.4% 34.9% 9.4% 3.3% 100.0% 307 8.9%
Total (in #) 161 107 29 10 307 30
Total answers letters 337
PUBLIC HEARINGS

Response actor A. Info B. Just C.
Change

D.
Sanct

Total (in
%)

Total (in
#)

E.
Views

Engage with contestation 34.0% 27.4% 12.2% 0.0% 73.6% 212 19.5%
Silence contestation: evade answer 4.9% 4.5% 0.7% 0.0% 10.1% 29 1.6%
Silence contestation: invoke secrecy, general
answer

1.7% 1.7% 0.0% 0.0% 3.5% 10 0.0%

Silence contestation: invoke secrecy, no
answer

1.0% 0.3% 0.0% 0.0% 1.4% 4 0.0%

Reject responsibility: lack competence 5.2% 3.8% 2.4% 0.0% 11.5% 33 0.8%
Total (in %) 46.9% 37.8% 15.3% 0.0% 100.0% 288 22.0%
Total (in #) 135 109 44 0 288 81
Total answers hearings 369
Grand total 706
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of silencing contestation in hearings are examples of evading answers by not addressing the
substantive point of the question raised. However, for the latter it is difficult to identify ill-
intent; sometimes the Chair of the Supervisory Board simply spends more time covering
one question and does not have time for the others. The lack of [full] answers on confiden-
tiality grounds deserves closer attention because it features in 13.3 per cent of ECB letters.
Such answers concern questions that require information or justification of decisions re-
garding a specific supervised bank. In the early years, the ECB would address the requests
by invoking its confidentiality regime and offering no answer. The rationale for secrecy is
well-established among economists, who understand the role of central banks in guiding
market expectations (Cukierman, 2009). If the ECB were to reveal sensitive information
about specific credit institutions, this could undermine the competitive position of the bank
on the market (which is illegal in the EU) and could trigger bank runs and panic in the pop-
ulation, endangering financial stability more generally (Angeloni, 2015). There are hence
substantive reasons why the ECB cannot answer questions about specific banks. At the
same time, there are those who advocate the need to democratize supervisory decisions
by allowing the public to know if the supervisor is acting in their interest – as opposed to
the narrower interest of individual banks (Gandrud and Hallerberg, 2015).

In response to frequent requests from MEPs regarding specific supervisory decisions,
the SSM Chair started to provide over time general considerations about the bank in ques-
tion and what the ECB does to address similar circumstances for any bank. Such generic
answers are still considered an instance of silencing contestation in the interactionist ap-
proach because the questions of MEPs are dealt with expediently and unsatisfactorily
from the viewpoint of the accountability forum. If some MEPs ask multiple rounds of
questions on the same bank,2 they stop and move on to different issues – aware that there
is nothing they can legally do to force the ECB to provide information or justification.

Finally, there are those questions for which the ECB rejects responsibility because they
are outside its mandate in banking supervision or because they concern issues within the
competence of national supervisors (16.6 per cent in letters and 11.5 per cent in hearings).
Such questions include (1) the methodology of stress tests, especially the choice of ad-
verse scenarios, for which the European Banking Authority (EBA) is responsible; (2)
the resolution of specific banks, where the Single Resolution Board (SRB), the European
Commission and/or the Council are the relevant authorities; (3) decisions to object to or
cap the provision of Emergency Liquidity Assistance (ELA) to banks in trouble, for
which the ECB is responsible in its monetary policy capacity (and according to the prin-
ciple of separation from banking supervision); (4) issues of consumer protection, espe-
cially concerning unfair practices of banks, where national bodies have jurisdiction; and
(5) cases of financial misconduct and money laundering in different member states, where
national authorities are also responsible. The problem here is not only the poor prepara-
tion of MEPs when sending questions to the ECB on banking supervision, but also the
complexity of the banking union – which makes it difficult to understand the differences
between banking regulation/supervision/resolution or between national and EU-level
competences (see Amtenbrink and Markakis, 2019, pp. 19–20).

2For instance, Portuguese MEP Nuno Melo sent 11 letters in 2016–17 regarding the situation at Banif. After repeatedly hit-
ting the ‘confidentiality’ and ‘lack of competence’ wall in ECB comments, he gave up.
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However, when it comes to the overlapping competences between the ECB and na-
tional competent authorities (NCAs), the evidence suggests a tendency of the ECB to dis-
tance itself from national supervisors. One controversial case is the Portuguese bank
Banif, an LSI put into resolution in December 2015. In response to multiple questions
about the supervisory process prior to the failing or likely-to-fail (FOLTF) decision, the
SSM Chair invoked lack of competence and referred to Banco de Portugal as the ‘right
addressee’ for the questions (Nouy, 2016b). If the ECB is supposed to hold national su-
pervisors accountable for non-compliance – as suggested by some authors (Karagianni
and Scholten, 2018) – this is not visible in the relationship towards the EP.

Conclusions

Overall, the interactions between the EP and the ECB in banking supervision paint a lay-
ered picture of political accountability. First, following the interactionist approach, the ex-
tent to which MEPs contest the supervisory decisions of the ECB remains limited. Too
many of their questions simply ask for policy views or are not addressed to the relevant
authority, which means that the ECB can provide answers without actually facing contes-
tation of its conduct as a bank supervisor. Second, the SSM confidentiality rules prevent
MEPs from receiving full answers to questions that contest the situation at individual su-
pervised banks. The ECB can silence contestation by invoking the professional secrecy
requirements to which the EP agreed in the Interinstitutional Agreement and CRD IV.
However, it would be inaccurate to conclude that the ECB refuses to engage with contes-
tation of its supervisory conduct in general. In fact, the ECB is open to engage with con-
testation in response to requests for information about the internal organization of the
SSM and the decision-making process in banking supervision. Moreover, in the few cases
where MEPs demanded a change of conduct, the ECB demonstrated willingness to ad-
dress their requests and subsequently made the required adjustments. So far, it seems that
the EP can exercise more accountability when it has evidence – provided by internal par-
liamentary services – that the ECB acted outside the limits of its mandate in the SSM, as
for example in the case of the 2017 Addendum to the ECB Guidance on NPLs.

The findings fall in line with the arguments presented recently by Amtenbrink and
Markakis (2019) but contradict those of Fraccaroli et al. (2018). In respect to the former,
there are similar conclusions regarding the high number of questions outside the compe-
tence of the ECB in banking supervision, the use of Bovens’s definition of accountability,
and the observation regarding the lack of sanctioning mechanisms available to the EP
(Amtenbrink and Markakis, 2019, pp. 22–23). The added value of the present article lies
in its focus on contestation, the ‘discussion stage’ in Bovens’s definition of accountability.
The implication is that the lack of formal sanctions would not be a problem in itself if
MEPs asked relevant questions and the ECB was simultaneously responsive to their con-
testation. In relation to the analysis presented by Eule and Fraccaroli in Fraccaroli et al.
(2018), the difference is that they take the increasing frequency of interactions between
the two institutions as evidence of improved accountability. The present article shows that
frequent interactions do not necessarily translate into ‘more accountability’. The latter de-
pends on the relevance of questions asked by MEPs and the corresponding responsive-
ness of the ECB, both of which were shown to display problems in the analysis
conducted here.
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Under the circumstances, the question is what can be done to improve the record of
accountability interactions in the SSM. In line with the interactionist approach, what is
needed is for MEPs to contest relevant issues regarding ECB conduct in banking super-
vision and, in turn, for the ECB to engage with contestation and change its decisions un-
der specific circumstances. These two conditions require minimising the asymmetry of
information between the two institutions, which is not an easy task. One possible solution
is for MEPs to develop in-house expertise on banking supervision in order to ensure that
their questions are addressed to the relevant institution while substantively contesting
[something about] the ECB conduct in the SSM. Another avenue of reform is to revise
the SSM confidentiality rules by identifying specific conditions under which supervisory
decisions can be disclosed, for example after a sufficient period of time has passed or after
a bank was declared FOLTF. This has been done to a limited extent in 2017 with the pub-
lication of non-confidential versions of FOLTF decisions (European Central Bank,
2018b). The idea to reform the professional secrecy standards applicable in the SSM is
not novel, having already gathered the support of other scholars (for a comprehensive pro-
posal, see Smits and Badenhoop, 2019). Such a reform would require a review of the
SSM legal framework (SSM Regulation, CRD IV), but more importantly a change of ap-
proach from the ECB leadership, which the new Chair of the Supervisory Board Andrea
Enria seems to favour (Enria, 2019). The political feasibility of this reform will be decided
in the years to come.
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