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1. Central banks & monetary policy 

• The specific mandate of a central bank may vary across time and 
states 

• Primary mandate: price stability over time (inflation target)

• Main tool: setting the interest rate 



2. Central banks & independence

• Majority of western central banks are labeled as independent institutions

• Independence from whom? Independence aims to insulate the central bank 
from short-term political influences (government)

• Risk that the government would use the central bank to improve its chances to get re-elected

• Theoretic basis: Rules > discretion in monetary policy (Kydland & Prescott, 1977)
• A time-consistent policy framework likely to produce the best policy over time
• Rules produce time-consistent outcomes

• they make policy-makers’ promises credible
• public observes policy-makers and forms expectations of their likely actions

• Rules are less problematic to delegate to independent institutions



3. Central banks’ expanding role

• Financial Stability – after global financial crisis (2008)
• Supervising/ regulating banks

• Price stability (monetary stability)
• Quantitative easing - purchasing assets in the market with clearer distributional effects 

• Climate 
• Climate risk as a part of monetary and financial stability 
• Climate as an additional reasonability?

• Government Pension Funds 



4. Expansion & independence



4. Expansion & independence

• In 2020:

• Could the Minister of Finance 
instruct the Norwegain Central 
Bank in questions related to 
hiring a new CEO of NBIM?

• The law firm Artzen de Beche
said no



4. Expansion & independence

• The Ministry of Justice 
said yes



4. Expansion & independence

Norwegain Central Bank Act: 
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Norwegain Central Bank Act: 



4. Expansion & independence

• For central bank operations: instructions allowed only 
• under extraordinary circumstances and
• by the cabinet jointly (King in Council),  cf. § 1-4 of the central bank act

• §1-4 only concerns the operations mentioned in §1-3, which concerns 
only central bank operations, not asset management

• The asset management is under the authority of the ministry of 
finance, cf. § 3 of the law governing the government pension fund 

• This gives the ministry a right to instruct



4. Expansion & independence – summary

• Independence from whom? - from short-term political influence 
(government)

• Independence in what? :
• Monetary independence: price-stability is the core of the independence
• The scope of independence can also be extended to other central bank functions,

• …functions closely linked to the conduct of a price-stability oriented monetary policy or
• …the law says so (each jurisdiction have their peculiarities)

• Expanded role: the justification for independence varies with tasks/ roles 



5. Central banks & control mechanisms

• What if the central bank goes beyond its mandate?
• Are independent institutions shielded from external control?
• How is judicial review conducted?
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5. Central banks & control mechanisms: 
judicial review
• ECB is reviewed in last instance reviewed by the Court of Justice of the European 

Union (CJEU)

• Discretionary / technical assessments: a “manifest error” test is applied by the 
CJEU when an institution is allowed broad discretion to make complex forecasts 
and assessments, notably in economic or technical matters. (Weiss, paragraphs 
54-57.) 

• A deferential approach, but not without its limits

• Review of procedural and substantive safeguards: …obligation “to examine 
carefully and impartially all the relevant elements of the situation in question and 
to give an adequate statement of the reasons for its decisions” is of fundamental 
importance (Gauweiler, paragraph 69; Weiss, paragraph 30)

• The obligation to state reasons also arises under Article 296(2) TFEU



5. Central banks & control mechanisms: 
judicial review
• The expansion of central banks’ policy tools to achieve price stability 

• The legality of ECBs decisions to purchase financial assets (QE from 2012)  ultra vires?
• Referral of questions 

• BVerFGE 124, 366 Judgment of 14 Jan 2013 (OMT)   Case C-62/14, Gauweiler, ECLI:EU:C:2015:400,
• BVerfGE 146, 216 , 18 July 2017, (PSPP)  11 Dec. 2018, Weiss, Case C-493/17

• The claim: 
• That the ECB’s purchases of sovereign bonds were economic (fiscal) policy and therefore outside of ECB’s 

mandate
• Member States and EU institutions are prohibited by article 123 and 125 TFEU from granting financial 

assistance to other Member States

• The conclusion:
• Purchasing sovereign bonds is monetary policy, regardless of the fact that it also impact economic policy
• No manifest error in the assessment of the design/implementation of monetary policy tool



5. Central Bank Control Mechanisms:  
Sovereign immunity
• Sovereign immunity – protect states and their property 

• From jurisdiction and enforcement measures in foreign courts 

• Legal sources: Domestic law and international customary law 

• The protection level varies: close to absolute for central banks
• Monetary policy  or also other tasks/ property?
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