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constitutional arrangements
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2011 the
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the European Securities and Markets Authority
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[1] Wyplosz Wyplosz, Charles, “ Fiscal Discipline: Rules Rather than
Institutions” , National Institute Economic Review 217, R19-R30, 2011.
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Design Failures in the European Monetary Union
Charles Wyplosz 58

Design failures, such as weak fiscal discipline, unbinding financial regulation and malfunction of the
European Central Bank (ECB) in the European Monetary Union have been exposed during this debt
crisis. The ecrisis provides an opportunity for reforms. Two solutions, namely Fiscal Compact or
constitutional arrangement, can be identified to enhance fiscal discipline; the idea to strengthen
financial regulation is centralization; and the ECB would set financial stability as its main objective and
act as the lender—of-last resort. This article reviews these proposals and concludes that many more
measures need to be taken.

The European Central Bank as a Lender of Last Resort

Paul De Grauwe 66

Since the outbreak of the EU debt crisis, the ECB has been gripped by hesitancy over the role as a
lender of last resort in the sovereign bond market. A stop—and—go policy ensued. Given the weakness of
government bond markets in a monetary union, which is prone to liquidity crises, the author argues that
only through the central bank providing lending of last resort to government bond markets can this
problem be solved. The author reviews and provides arguments against those who opposed it because of
concerns about the risk of inflation, fiscal consequences and moral hazard or who based themselves on
the Bagehot doctrine and legal objections. Consequently, in order to ensure financial stability, the ECB
has to make it clear that it is fully committed to exerting its function as a lender of last resort.

Eurozone Debt Crisis and Evolution in the International Strategic Landscape
Ding Yifan 74

The birth of the euro is a result of international strategic balance. The eruption of the sovereign debt
crisis in the eurozone seems also to result from an international strategic game. With the debt crisis
deepening in Europe, people are tempted to forget its origin, which was the United States. However, the
crisis is far from over in the US. To overcome it, the EU and the US are fiercely competiting to attract
fresh capital. For Europe to escape the crisis, a more integrated fiscal union will be needed. Although
the direction is fixed, it still needs some time to carry out the reform plan. China should support a more
fiscally unified Europe to overcome this crisis. It would be very important for China to ensure that the
EU becomes an important part of the global landscape.

European Debt Crisis in the Eyes of American Scholars

Zhang Ming and Yang Tiancheng 83

Euro not to Collapse - Debt Restructuring the Most Urgent Task
Euro Depreciation is the Right Cure -Boosting Market Morale is the Key-
Resolutely Sticking to the Pro—active Fiscal Policy- Tightening Measures Must be Withdrawn



