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Introduction
Ettore Francesco Sequi

In November 2014, Christian Noyer, then Governor of the Banque
de France, welcomed participants to the International Symposium
of France’s Central Bank acknowledging that “Central Banks have
been considered the only game in town” and wondering whether
“the very high expectations placed on them might backfire in the
future”. 

The participants had no way of knowing that, five years after,
a global pandemic would shake the world’s economy once again.

Are Central Banks still “the only game in town”? In the Euro-
pean Union, not anymore, I would say. 

The rebound we are experiencing in Europe is the result of an
unprecedented and coordinated policy response that we have been
adopting together, combining fiscal and monetary policies.

The activation of the general escape clause of the Stability and
Growth Pact, the settlement on the State Aid Temporary Frame-
work, the set-up of emergency instruments such as SURE (Sup-
port to mitigate Unemployment Risks in an Emergency), and the
historic agreement on the Recovery and Resilience Facility, hap-
pened quickly.

We thank the ECB (European Central Bank), and the Eurosys-
tem of Central Banks, for engaging in a broad set of monetary
policy instruments, which supported the transmission of fiscal
policy impulses. The mutually reinforcing effects of fiscal and
monetary policies have been crucial for alleviating the impact of
the crisis. Now they are supporting the recovery.

So, may we say: “Mission accomplished”? No. A series of
downside risks and of legacy challenges is looming over our future. 

Global value chain bottlenecks, surging energy and fuel bills,
and strategic dependencies are affecting relative prices and com-
petitiveness.

Some internal imbalances have increased. The correction of
large and persistent current account surpluses has stalled.

Additional investment requirements in the green and digital
transitions are set to soar to nearly 650 billion euros per year until
2030, according to the European Commission. 



We are trying to shoot a moving target, and the financial effort
is getting bigger, as our ambition is on the rise.

The international community cannot afford anymore to seek
just a rebound towards pre-pandemic growth paths.

We need to lay the foundations for a new and more resilient
economic paradigm, which is digital, sustainable and inclusive.
This is one of the key messages from the G20 under the Italian
presidency and the COP26 in Glasgow.

We are living in an era of change, or perhaps a change of era, as
I like to say. Changes are necessary. Technology and innovation
will be their drivers. We all want the European Union to live up
to these epochal challenges and the expectations of its citizens.

The recovery has now taken hold, but we need to turn it into
sustainable, inclusive long-term growth. To do so, we must embed
the lessons learned from the successful EU policy response to the
crisis into the EU economic governance framework.

80 years after the Ventotene Manifesto, let’s finish what we
started.
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The task of separating truth from falsehood has plagued policy-
making for centuries. During the Roman civil war following the
death of Julius Caesar, Octavian famously prevailed over Mark
Antony by spreading “fake news” about his fitness for office. He
did so via slogans forged on specially commissioned coins – an
early version of a tweet.1

Today, this task of distilling the truth is more urgent than ever.
We have seen during the pandemic how quickly misinformation

can spread – be it about possible treatments, such as drinking
chlorine, or about the safety of vaccines. Indeed, falsehoods on
Twitter are found to spread about 10 to 20 times faster than facts.2

At the same time, the nature of the challenges we face are in-
creasingly global, complex and fast-moving. This means that es-
tablishing the facts and understanding how they are interconnected
is a precondition for charting a course through a shifting, uncertain
world. In this context, good policy-making has to rest on two
foundations.

First, policymakers have to be committed to searching for the
truth, as best they can, through robust analysis and evidence-
based policy-making. And because we can never have perfect
knowledge, they must be prepared to adjust their views as the
facts change.

Second, they need to explain their analysis to the public in a
way that reduces complexity and unites people around the case
for action. We will not solve the challenges of today, in a world of
“fake news”, unless we can bring the public on board.

In my remarks this evening, I would like to explain why today’s
challenges are different, why they can only be addressed by integrating



scientific analysis deeply into policy-making, and why the public
has to be mobilized in a new way to bring about change.

Ultimately, we need to be guided by Leonardo da Vinci words:
“learn how to see [and] realise that everything connects to every-
thing else.”

The nature of today’s global challenges

So what is it that makes the challenges we face now so difficult?
Many of today’s challenges are not new. Environmental threats

such as smog and acid rain plagued the developed world in the
19th and 20th centuries. Pandemics have ravaged many parts of the
world. And global economic crises have been a feature of the world
economy for as long as globalization has existed.

But what makes the contemporary challenges unique is their
sheer scale – and their potential to change the world profoundly.
The challenges have intensified in at least three ways: their scope,
their complexity and their potential to amplify.

First, the scope of today’s challenges is genuinely global. A
century ago, the Spanish flu spread like wildfire across the globe,
infecting around a third of the world’s population at the time.3

But even in the highly globalized world that existed at that time,
there were parts of the world the disease did not reach.

Covid-19, on the other hand, has been the first truly global
pandemic. In less than six months, no region of the world was left
untouched (save for a few Pacific islands) and virtually no aspect
of our lives was unaffected. Unprecedented containment measures,
in turn, triggered one of the most severe economic slumps since
the Second World War.4

Second, global challenges are now highly complex and require
unprecedented levels of multilateral coordination. For example,
when countries set out to close the hole in the ozone layer in the
mid-1980s, the solution essentially required only a handful of the
largest chemical companies to stop producing CFCs (Chlorofluo-
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rocarbons) and find alternatives. This in turn laid the ground for
major economies to agree to the Montreal Protocol in 1987.

But addressing climate change is orders of magnitude more
difficult. Not only do we have to contend with the multiple faces
of climate change – more extreme weather patterns, rising sea lev-
els, loss of ecosystems and biodiversity – but regions are also af-
fected in different ways and at different speeds.5 This makes de-
vising timely and appropriate mitigation measures across countries
exceptionally complex.

Third, global shocks tend to amplify in the face of a more integrated
global economy. The OECD (Organization for Economic Cooperation
ans Development) estimates that, in advanced economies, the contri-
bution of global factors to changes in GDP growth has risen from
around 35% in the 1980s to almost 70% today.6

The internet also amplifies the spread of misinformation, which
in certain situations can make global shocks worse. For instance,
research suggests that in the first three months of 2020, nearly
6,000 people worldwide were hospitalized because of coronavirus
misinformation.7 At a minimum, the spread of “fake news” leads
to greater cynicism among the public about who is telling the
truth and what sources to trust.

The upshot is that we are operating in a world of much higher
uncertainty – about the nature of the shocks we are facing, how
they will propagate, and what the public will believe about them.
And policy-makers have to change the way they approach problems
and the way they communicate to adapt to this world.

Integrating science into policy

First of all, when faced with rising uncertainty, policy-makers
have an even greater responsibility to commit themselves to a rig-
orous search for the truth.

139

5 IPCC (Intergovernmental Panel on Climate Change), “Climate Change
Widespread, Rapid, and Intensifying”, press release, 9 August 2021, https://www.
ipcc.ch/2021/08/09/ar6-wg1-20210809-pr/.

6 OECD (Organization for Economic Co-operation and Development) (2018),
OECD Economic Outlook 2018, Issue 1, OECD Publishing, Paris, 2018, https://
www.oecd-ilibrary.org/sites/eco_outlook-v2018-1-3-en/index.html? itemId=/
content/component/eco_outlook-v2018-1-3-en.

7 WHO (World Health Organization), “Fighting Misinformation in the Time
of COVID-19, One Click at a Time”, 27 April, 2021, https://www.who.int/news-
room/feature-stories/detail/fighting-misinformation-in-the-time-of-covid-19-
one-click-at-a-time.

Dialogue in a Changing World



To that end, their analysis has to be grounded in deep analysis,
expert knowledge and the scientific method – which means con-
stantly testing hypotheses and adjusting decisions in the light of
new evidence. The public would be ill-served if policy-makers
mirrored what they believed to be the public mood and based
their decisions purely on instinct rather than on objective reason.

We have had a striking demonstration of the need to integrate
scientific analysis into policy-making during the pandemic. This
has been a fast-moving crisis that could not be addressed through
hunches or preconceived notions. The only way to fight it has
been to act on the basis of the emerging evidence.

It is now clear that governments which chose to draw on the
evolving science to inform the trade-offs lying before them have
performed better – in terms of both protecting lives and shielding
the economy – than those that did not.8 And this has produced a
virtuous circle of increasing demand for policy-relevant research.
In the first half of 2020, publications on Covid-19 doubled every
20 days.9

Yet the search for truth does not only apply to governments.
In fact, for independent institutions such as central banks, the re-
sponsibility is even greater. We are entrusted with narrow man-
dates precisely to ensure that our decisions are based on facts
rather than political influences. We therefore face an even stronger
burden of proof to show that our decisions are guided by the
weight of evidence alone.

This is a key reason why we invest so heavily in research and
analysis. The ECB is ranked first among central banks worldwide
for the quality of its research, it is ranked first in the field of monetary
economics, and 15 of its economists are among the top 10% of au-
thors globally.10 That knowledge base – which involves constantly
studying the effects of our own policies – gives us the foundation
to act in the face of new challenges.
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The benefits of that foundation were clearly visible in our own
response to the pandemic. The shock to the economy was un-
precedented, but we were able to draw on our past experience of
financial disturbances in the euro area, on our analyses of how
self-fulfilling destabilizing dynamics could emerge, and on our
research into the effects of our previous asset purchase pro-
grammes, to deliver a rapid and effective response.

Indeed, our pandemic emergency purchase programme and
long-term lending operations were able to rapidly remove tail risks
in financial markets and avert a liquidity and credit crunch. Coupled
with the actions of our banking supervision arm, our researchers
estimate that these measures saved more than one million jobs.11

Overall, the exceptional level of evidence-based policy-making
in our societies during the pandemic has taken place because we
have faced an existential threat, leading to the type of relentless
focus on results that we usually only see in times of war.

It is simply remarkable that, within weeks, the genome of the
coronavirus had been sequenced. Within a few months, tests for
infection had been made available. And within a year, highly ef-
fective vaccines had been developed.

Having seen the incredible progress we can make when science
and policy are united behind a common goal, in my view we should
not now slide back into the pre-pandemic status quo. We must
strive to continue this joined-up approach if we are to tackle the
challenges we face today – and this applies perhaps most of all to
climate change.

It is not by chance that the international architecture set up to
tackle climate change has placed the science-policy nexus firmly
at its core. Over the years, the Intergovernmental Panel on Cli-
mate Change has acted as an anchor for the understanding of cli-
mate science, helping ground policy agreements in knowledge
and evidence.12

Without this institutional anchoring, we would now be facing
even more dangerous and irreversible levels of climate change.
Absent global measures, the world would be at or over the 1.5°C
warming threshold and heading towards a projected 4.4°C. That
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would translate into a 30% loss of global GDP by the end of this
century.13

But clearly the work is not yet done. The drawn-out negotia-
tions at the COP26 summit illustrate the difficulties in reaching
global political consensus, despite solid scientific evidence and
the buy-in of large parts of the private sector. And an important
reason for this is that, to achieve sustained progress, the public
must be brought on board as well.

Engaging the public

Indeed, the job of policy-makers is not only to make decisions
based on the best assessment of available evidence, but also to ex-
plain that assessment in a way that reduces complexity and un-
derpins the case for action.

Today, faced with challenges that require far-reaching and un-
precedented changes in all segments of society, the premium on
effective communication has never been higher. To bring about
change with the necessary speed and in line with democratic prin-
ciples, we need a critical mass of people who are willing to overhaul
many aspects of their daily lives.

Yet the barriers we face are high. In a world where “fake news”
can spread rapidly and people no longer know which sources they
can trust, it is increasingly hard to centre public opinion around a
broadly agreed course of action. However, it is not impossible.

The pandemic has proven that societies can be mobilized by
scientific evidence to make profound changes, if that evidence is
communicated in an effective way. People have accepted sweeping
restrictions on their usual freedoms in order to contribute to the
common goal of saving lives and preventing an uncontrolled spread
of the disease.

So what are the elements that can help bring the public on
board? To my mind, there are three: simplicity, framing and
empathy.

Starting with simplicity, we should not underestimate the ability
of the public to evaluate and absorb factual evidence – but it has
to be presented in an accessible way.14
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We have seen this in the area of climate. In an experiment
where US citizens who knew little about the scientific consensus
on climate change were shown a simple pie chart illustrating the
overwhelming consensus in favour of its man-made origins, their
estimates of the climate consensus increased by nearly 20% – and
that was with just one exposure.15

We know that simplicity works for monetary policy communi-
cation, too. Research finds that providing households with simple
statistics about inflation, such as the central bank’s inflation target
or forecast, has large and immediate effects on their inflation ex-
pectations. Providing more detailed statements and arguments,
however, has no additional effect.16

This is an important reason why one of the cornerstones of our
strategy review was to make our inflation target clearer. Our new,
symmetric 2% target is clear-cut and unambiguous.

But the challenge is not only to present the facts simply. It is
also incumbent on policymakers to find ways of framing those
facts so they resonate broadly with the values of the people they
are speaking to. This is the second element.

It is well-known, for example, that framing climate change as a
difficult trade-off between environmental benefits and economic
costs tends to reduce support for mitigation measures, even for
those who generally support action.17 However, messages linked
to healthier and more sustainable lifestyles – cleaner air, less waste
– tend to meet with a positive response across a broad cross-section
of the public.18
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Even the words we use matter. Studies from the United States
find that conservatives are more likely to support preparing for
environmental disasters when climate change is framed as “extreme
weather”.19 And people across the political spectrum feel more
negatively about natural gas as a source of energy when it is termed
“methane gas”.20

Finally, we have to consider how the message is given and by
whom. It has been clearly established that, when shaping people’s
perceptions of a crisis, empathy and compassion are critical ele-
ments of leadership communication.21

For instance, there is some evidence that female leaders have
performed better during the pandemic,22 in part because their com-
munication approach has balanced science and empathy. Female
leaders have often sought to share common experience, engage
with the public and reach out and speak to vulnerable groups.23

We also understand the importance of empathy at the ECB.
Trust in the ECB is found to hinge not just on our competence
in delivering our mandate, but also on whether we are perceived
to care about citizens and act responsibly. So, communicating
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how responsible ECB policy benefits people’s welfare can foster
greater trust.24

This is why, as ECB President, I have set out to overhaul our
approach to communications. Among other initiatives, we have
made our monetary policy communication more accessible and
we now convey our decisions in a “layered” way that makes them
more relatable for people. The aim is to be simple – but not sim-
plistic.

Conclusion

The challenges facing the world today are truly unprecedented.
They have immense scale, complexity and potential to amplify
through our extensive economic and digital links. This places ex-
traordinary demands on humanity to solve them.

The coronavirus pandemic has demonstrated the speed with
which risks can spread across the globe. And it may only be a
dress rehearsal for the type of threat to our livelihoods that an
overheating planet will pose to all its inhabitants.

But crucially, our joint response to the pandemic holds impor-
tant lessons for the future. It can provide, perhaps, an emerging
template for dealing with the complexity and uncertainty of the
global challenges ahead.

In many ways, this response stands out for the considerable
efforts made by all policy areas and the unprecedented policy
measures taken. However, our ultimate success in tackling this
crisis has stemmed from recognizing that we have all had to act
together.

Indeed, joint action from different policy areas has proved
hugely beneficial in coping with the breadth of the shock. Intensive
dialogue between scientists and policy-makers has been funda-
mental in dealing with complexity and uncertainty. And broad
coordination across countries has proved crucial in managing the
pace with which the virus has spread.

Without this intensive cooperation, we would not have pro-
gressed nearly as fast with the economic recovery and the intro-
duction of vaccines.

So, the fundamental lesson to be learnt here is that we cannot
afford to operate with a setup that confines our work to distinct
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spheres. In a more interconnected global economy, intersectoral
and multilateral cooperation is more important than ever to face
complex challenges that transcend national borders.

As John Donne wrote, “no man is an island entire of itself;
every man is a piece of the continent, a part of the main.” This is
the reality that we face in a world where our common challenges
bind us closely together.

The benefits of science, policy and the public joining forces to
realise our full potential are overwhelming. Only by working to-
gether in all areas can we draw on our strengths and build hope
for a brighter future.
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Discussion*

Christine Lagarde, Patrick Flandrin,
Alberto Quadrio Curzio, and Wolfango Plastino

Wolfango Plastino: In the Corona crisis, Europe and the EU
governments reacted with fiscal and monetary policy responses. With
the benefit of hindsight, do you think these responses were appropriate,
and what can we learn from them for the future?

Patrick Flandrin: The Corona crisis broke out extremely sud-
denly. This created an unprecedented, worldwide situation of
emergency, calling for immediate actions from governments. This
absolute priority led Europe to adopt rapid responses in terms of
fiscal and monetary policy, with the added advantage of relying
on community reactions to complement national initiatives. This
proved effective but it also raises issues for the mid- and long-
term, depending on whether the crisis will soon be terminated or,
on the contrary, will only be the first of a series. It is therefore of
the utmost importance for us to be prepared for possible future
pandemics. This was precisely the topic addressed this year by
the (S20) group of the Academies of the G20 nations, under the
leadership of Italy via the Accademia Nazionale dei Lincei. 

This resulted in statements submitted to political leaders, pro-
moting the importance of anticipation and swift reactions at the
international level. It was first proposed to promote the creation
of a global network of surveillance. One further recommendation
was to promote a fair distributed manufacture and delivery of di-
agnostics, drugs, vaccines, and medical supplies. It was finally
proposed to launch an intergovernmental convention to pave the
way to an international agreement on pandemic preparedness and
management. 

Two remarks about the way of thinking about pandemic pre-
paredness. The first is that, while science has a key role to play –
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that has been discussed as such within the S20 – economic and
societal issues are equally important and cannot be separated from
it. Acknowledging this necessity led the Accademia Nazionale dei
Lincei to launch in parallel a discussion within the G20 Academies
concerned with social sciences and humanities (SSH20), resulting
in a companion statement. This initiative has definitely to be pur-
sued and enforced in the future. The second remark is that, in
terms of science, preparation for the future is deeply rooted in the
capacity of engaging long-term, innovative research programmes,
and not only of reacting to emergency situations. What we wit-
nessed with vaccines for Covid-19 is particularly exemplary. If
the development of mRNA vaccines has been so fast, it did not
wait for the outbreak of the epidemics to be envisioned, nor did it
appear from nowhere: it resulted from at least 15 years of discov-
eries and innovations. We cannot predict what will happen in 
the future, but being prepared for tomorrow means supporting
today research efforts that are not necessarily driven by short-
term objectives.

Alberto Quadrio Curzio: First of all, before answering the ques-
tion, I’d like to thank the President of the European Central Bank
(ECB), Mme Christine Lagarde, for her excellent speech and all
those who made this session on “Science Diplomacy” possible,
especially Professors Plastino and Barba Navaretti. Before turning
to the questions, let me mention Luigi Einaudi (1874-1961), a
crucial figure in Italian and European History. He was “un Piemon -
tese” who died 60 years ago. His many contributions include those
as President of the Italian Republic (1948-1955), as a scholar of
Institutional Political Economy and as an “architect of a Federal
Europe.” When he was 23 years old, he wrote his first article on
Europe, which is our main topic today.

I shall start by quoting Mario Draghi’s Editorial on “Fiscal
policy and the pandemic” which came out in Economia Politica.
Journal of Analytical and Institutional economics in 20211. He states:
“The economy is recovering, and schools have reopened.” He
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chose to talk immediately about schools! Then he goes on: “But
we must be realistic. The pandemic is not over. Even when it will
be, we will have to deal with the consequences for a long time.”
Draghi stressed two points at the beginning of his article: “The
economic crisis that began a year ago is unprecedented in recent
history” and, as you said, President Lagarde, the global nature
and the timespan of this pandemic is yet unknown. Secondly –
here Draghi is speaking as an economist, past President of the
ECB and President of the Italian Council of Ministers. At the
stage when the pandemic broke out, there were two choices: either
fight a recession or accept a long and terrible depression. The
first choice was the right one, otherwise it would have been a dis-
aster with bankruptcies, breakdown of the supply chains, and mas-
sive unemployment. The necessary choice had the side-effect of
producing a surge in the debt.

Draghi goes on to explain that the timing of policies is crucial
in order to converge on a path of sustainable development. This
brings me to the Next Generation EU (NGEU) and the Recovery
and Resilience Facility (RRF) that the EU started in 2020, and
which exists mainly due to Ursula von der Leyen and Angela
Merkel. Thanks to this crucial innovation, for the first time ever,
the EU will issue Eurobonds (EuroB) to finance reforms, invest-
ments and structural changes precisely for a greener, more digital,
civil, social and scientifically oriented Europe. Close to 1 trillion
euros will be raised to finance this path of innovation in the 27
European countries.

Christine Lagarde: The pronounced impact of the pandemic
on the economy and the protracted weakness in inflation clearly
called for a very accommodative monetary policy stance and a
very supportive fiscal policy. Our monetary policy response has
evolved in line with the economic situation. When the pandemic
hit the world in early 2020, it was crucial to contain and stamp out
the risk of a self-reinforcing spiral of uncertainty on financial mar-
kets. We also needed to ensure sufficient liquidity at attractive
conditions to help firms and households get through the crisis.
Gradually, our focus shifted towards putting the recovery on solid
ground. First and foremost, we sought to preserve favourable fi-
nancing conditions for all sectors in the economy to offset the
negative impact of the pandemic on the inflation outlook. Closing
the gap to the pre-pandemic inflation outlook is only the first
step. Our policy measures are key to helping the economy shift to
a sustained recovery which will ultimately bring inflation to our
2% target over the medium term.
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Two policy measures have been crucial for achieving those
goals: the pandemic emergency purchase programme (PEPP) and
the targeted longer-term refinancing operations (TLTROs). The
PEPP has been effective in reducing financing costs from their
initial highs at the onset of the pandemic back to pre-pandemic
levels. Our TLTROs – as a powerful complement to PEPP – have
supported favourable bank lending conditions. Without our meas-
ures, we would have faced a much worse growth and inflation
outlook. 

What did we learn? First, monetary policy needs to be respon-
sive and flexible. History has taught us that unpredictable events
will challenge financial markets from time to time. Responding to
those new circumstances will require the development of novel
approaches and tools. The positive experience with non-standard
measures implies they will continue to be a key tool in times of
market dysfunction and when inflation falls short of target in con-
ditions that constrain our traditional instrument. Overall, the low
level of the natural rate of interest implies that encounters with
the effective lower bound are likely to be more frequent than in
the past. As a result, non-standard tools are also likely to remain
part of our regular toolkit. This was clearly recognized in our
strategy review. 

Second, diversification of the policy toolkit is essential. De-
ploying a package of complementary tools enhances the overall
effectiveness of monetary policy because instruments can be mu-
tually reinforcing. For example, negative interest rates reinforce
the effects of our forward guidance, i.e. the indications that we
issue about the likely path of our policy rates. Marrying these two
policies has proved extremely effective in making credit more af-
fordable for households and firms. 

Fiscal policy very effectively mitigated the fallout from the
pandemic by channelling support to where it was most needed.
Governments supported the health system and provided aid to
the unemployed and other vulnerable groups through various
social transfers. Fiscal emergency packages limited the economic
fallout from containment measures through direct steps to protect
firms and workers in the affected industries. Short-time work
schemes proved effective in preserving employment. Extensive
liquidity support-measures in the form of tax deferrals and state
guarantees helped firms particularly affected by the containment
policies to avoid liquidity shortages. The EU’s response to the
coronavirus (Covid-19) crisis – e.g. through Next Generation EU
and SURE – has been unprecedented and significantly comple-
ments the fiscal measures taken at the national level.
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Fiscal and monetary policy measures taken during the pandemic
have been highly effective, and have complemented each other in
their respective fields of responsibility: the European Central
Bank’s (ECB) monetary policy has stabilized markets and eased
the monetary stance, in line with its price stability objective. Our
monetary toolkit has proved large and flexible.

Fiscal policy measures were instrumental in setting the euro-
area economy back on a sustainable growth path. They helped to
limit scarring of economies. Fiscal policies are important for
macroeconomic stabilization, especially in the proximity of the
effective lower bound on interest rates. In such circumstances,
fiscal policy can complement monetary policy effectively. Impor-
tantly, this requires that debt sustainability is ensured and that
sufficient fiscal buffers are built in times when the economy runs
smoothly.

Temporary European tools have been created to counter the
pandemic crisis. If they work well, this could provide lessons for
the Economic and Monetary Union architecture, which would
benefit from a permanent stabilization facility to enhance the
macro-economic policy mix during severe downturns.

Wolfango Plastino: Recently, the ECB and other central banks
have started to pay much more attention to environmental and climate
policy considerations. Is this really covered by the ECB`s mandate or
is this rather an example of mission creep, as some critics claim?

Christine Lagarde: Exploring how the ECB – within its mandate
– can support the public goal of mitigating climate change is not
only our responsibility as a public European institution, but is
also what we need to do in order to fulfil our mandate. First, cli-
mate change and the transition towards a more sustainable econ-
omy affect the outlook for our primary objective, price stability,
through their impact on macro-economic indicators − such as in-
flation, output, employment, investment and productivity – and
on natural interest rates, the transmission of monetary policy and
financial stability. Second, climate change and the carbon transi-
tion affect the value and the risk profile of the assets held on the
Eurosystem’s balance sheet, potentially leading to an undesirable
accumulation of climate-related financial risks. Furthermore, the
Treaty on the Functioning of the EU not only allows, but arguably
requires, the ECB to take climate change into account. The ECB
has a duty, based on the secondary objective, to support general
economic policies in the EU. And environmental protection and
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climate mitigation figure prominently among these policies which
the ECB is required to support. In doing so, we have to find the
right balance between exploring what is feasible within our man-
date and ensuring that our actions never interfere with our primary
objective of price stability.

Patrick Flandrin: It becomes every day more obvious that cli-
mate change must be the major concern when considering the fu-
ture of humankind. Its reality has been amply documented by
scientists and recognized as unambiguously attached to human
activities. Global warming has dramatic effects on our environ-
ment, modifying ecosystems, impacting biodiversity, and creating
new inequalities between populations. Consequences affect all as-
pects of our lives and profound transformations are to be under-
taken in order to mitigate them. Energy production and consump-
tion are to be reconsidered with respect to their environmental
and climatic impact, many economic sectors have to be reshaped,
and now is the time for action. This certainly justifies the ECB
and other central banks to take such aspects in consideration,
though at the expense of raising novel issues. One question con-
cerns for instance taxonomy, with the issue of agreeing upon what
is “green” or not (an classic example of the controversy that this
may generate is the place to be given to nuclear energy, which
should be included in view of its excellent carbon footprint, but
which might be obstructed by other kinds of reticence). A com-
panion question is related to the economic models on which central
banks may rely, in which environmental issues or externalities
due to climate are seldom taken into account while they should
be, possibly by including specifically related costs when optimizing
utility functions of economic agents.

Alberto Quadrio Curzio: The ECB could buy Euro Green
Bonds from the European Commission and from the single states,
as well as other types of green bonds. It has already been pur-
chasing green bonds since 2016 in compliance with the Environ-
mental, Social and Governance (ESG) criteria. Moreover, the
ECB has many other ways of purchasing green bonds (directly
and indirectly).

It is important to note that the European Commission (EC)
within NGEU and RRF has adopted a broader sectoral strategy
by also issuing “SureBonds” to alleviate unemployment. When it
issued its first green bonds, it raised 30 billion euros (with a demand
10 times the availability!), while by the end of 2026 the total amount
raised should be 250 billion euros, that is 30% of the total NGEU.
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The EU, with NGEU, will become the world’s largest issuer of
green bonds. 

More generally, the NGEU’s EuroB and Green strategies must
be evaluated from the technical and political perspectives. From a
technical stance, NGEU has been developed according to the green
bond principles (GBP) of the International Capital Market Asso-
ciation, which is a market standard reviewed by Moody’s. Politically,
the programme follows the protocol developed by the EC and ap-
proved by the European Parliament and Council. Furthermore,
the effective compliance and use of the funds allocated to member
states under the NRPs will be monitored. At least 37% must be
earmarked for the green transition (from energy to transport).

As for the ECB’s compliance with its mandate, the problem is
more complex for multiple reasons; and the risk of infringing its
statutes is always present. Now, the risk that the ECB might be
brought before the European Court of Justice is notable. Over the
past decade, Mario Draghi faced, with wisdom, courage and suc-
cess, the financial crisis. However, a complaint was filed with the
European Court of Justice (ECJ) against “his“ ECB monetary
policy and the massive purchases of state bonds. The ECJ ruled
that the statutes had not been infringed. Nonetheless, the degree
of ECB intervention since the pandemic has increased significantly
and the total amount of state bonds in its vaults has soared.

The ECB’s mandate must remain within the scope of the Eu-
ropean Treaties. It is not as broad as that of the Federal Reserve
for many reasons. One crucial difference is that the Fed buys US
Treasury bonds without the problem of different rates of interests,
which characterize the state bonds of the 19 EMU countries. This
is one of the reasons why I have argued for 20 years (more or less,
since the birth of the euro) that Eurobonds should be issued like
Treasury Bonds for European federal economic policies, while
state bonds should be issued for the national questions specific to
the EMU members. If the ECB were to buy only Eurobonds, its
policies would be simpler. To date, the ECB has been capable of
solving the EU’s challenges, but in the future, it might become
much more difficult.

Wolfango Plastino: What is your assessment of the current infla-
tion developments? Is it a temporary phenomenon or, given the increase
of primary commodities prices, might it be long-term?

Alberto Quadrio Curzio: Inflation is a real danger for current EU
policies and for worldwide economic recovery. Factors to consider
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include commodities, money and debt. While these aspects impact
EU and EMU structural policies and the EU’s stability, I will
not address all of them here. I mentioned earlier that the ECB
has a 2% (medium term) inflation target. The Fed does not have
a target ceiling and so its expansionary policy also led to significant
speculation. 

However, let us consider other factors that could cause inflation.
The pandemic is changing the geo-economy and production

chains. Many new combinations are being introduced, and there is
a crucial return to commodities. At the beginning of 2020, commodity
prices in euros, according to various indices, had fallen sharply, ac-
centuating the decline that had begun in 2018. From a significant
low around April, prices spiked violently, taking some indices in
euros to all-time highs. This was due to factors such as a strong re-
covery in demand, a lag in adjusting supply, problems with logistics
and maritime transport. In short, a supply chain disruption. 

There are also other structural, long-term, problems to con-
sider. One is global and concerns dematerialization and the tran-
sition to clean energies, which requires many rare and scarce raw
materials. Commodities like lithium and copper – used for semi-
conductors – or gas are indispensable in most production processes.
Another concerns the EU’s scarcity of these materials and its lack
of common stocks. The worsening EUR-USD exchange rate,
which is the currency of commodity prices, has heightened the
EU’s vulnerability in this geo-economic and geopolitical area in
contrast to the USA and China.

I’ve already mentioned that the ECB injected extraordinary
amounts of liquidity into the EMU area. Now, various countries
with solid public accounts are calling for a return to orthodox
fiscal policy to avoid going from a “covid pandemic” to a “debt
pandemic”. This stance, in particular by a German institutional
figure, was expressed in May and June also in the Financial Times,
with the suggestion of introducing a “physically gold-backed rescue
fund” in some countries (like Italy). However, this is a simplistic
way of looking at these very difficult issues.

In fact, three aspects must be considered. The first is that the
EU’s public expenditure is 1% of its annual GDP, while for other
federal states it’s at least 20%. That is why the EuroBs prescribed
in the NGEU and RRF should become permanent, solid, with
long maturities, and why they should be issued regularly by the
EU and EMU. The second is to provide a structure, for what
should become “GoldEuroUnionBonds” beyond the issuances of
EuroBs currently planned until 2026. These should have a long
duration, most near to 30 years. Gold-backed bonds would provide
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the euro and EMU with extraordinary strength, since the EMU
members have the largest official gold reserves in the world, around
10 thousand tonnes. I have been proposing this for more than 20
years and condensed it into an essay, “Eurobonds for EMU stability
and structural growth”, published with Cambridge University
Press (2017). Third, it will be impossible to implement the Stability
and Growth Pact, which has been suspended to the end of 2022,
with a target of 60% public debt to GDP ratio for individual states,
when the average ratio in the EMU is currently over 100%. It is
time to move from decentralized prescriptive fiscal policies to struc-
tural economic policies that are truly federal and functional.

Christine Lagarde: Inflation has been surprising to the upside
for a while. In October, euro-area inflation rose to 4.1% from 3.4%
in September. We see this inflation upswing largely reflecting
three factors, which will fade over time. First, a broad-based surge
in energy prices. Energy inflation alone accounted for just over
half of the overall inflation in the euro area in October. It was also
responsible for a large share of the recent upward surprises. The
second factor is recovering demand, due to the reopening of the
economy, which is outpacing constrained supply. The increase in
HICP services inflation mainly reflected an increase in prices for
high-contact services reopening after pandemic restrictions. Non-
energy industrial goods (NEIG) inflation remained well above its
historical average, reflecting high demand for durable goods in
conjunction with global supply chain disruptions. The pipeline
price pressures for NEIG inflation are visible in historically high
rates of producer price inflation for both intermediate and final
(non-food) consumer goods. The third factor affecting the inflation
upswing is the base effects associated with the reversal of the 2020
VAT cut in Germany and the sharp drop in oil prices in 2020.

Price pressures from energy commodity prices and from de-
mand outrunning supply are both lasting longer than we initially
expected. But we expect inflation to peak before the end of the
year, and then to decline in the course of next year, as the impact
of these factors currently pushing up inflation will either fall out
of the year-on-year inflation calculation or ease in the course of
2022. The impact of the reversal of the temporary VAT cut will
fall out of the inflation calculation in January. Our projections are
conditioned on the paths implied by energy commodity futures
prices. Current profiles of these prices suggest that we will likely
see a noticeable easing in energy inflation in the first half of 2022.
Oil futures point to a gradual decline from the beginning of 2022,
while gas and electricity futures suggest a drop in the spring. 
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Price pressures from demand outrunning supply are also ex-
pected to ease in 2022 as the demand boost in the reopening phase
spreads more evenly and supply constraints ease.

The surge in prices could become longer-lasting only if it led
to a wage-price spiral whereby employers agree to continuous in-
creases in nominal wages – over and beyond what is justified by
growth in productivity and by a medium-term inflation of 2% –
on the expectation that they can keep increasing prices commen-
surately to protect their margins. There are no signs that this is
happening or likely to happen.

Growth in negotiated wages has remained moderate (1.3% in
the third quarter of 2021), but the data reflect negotiations that
took place before the current inflation surge. At the same time,
we still observe slack in the labour market that should contain
wage pressures. Although the unemployment rate has returned to
its pre-pandemic level, there is still substantial support from job
retention schemes. 

Medium-term inflation expectations are well anchored and re-
main slightly below our 2% target, which suggests that excess in-
flation pressure will not persist over time. 

This being said, we monitor the possible consequences related
to the current inflation surge closely.

Patrick Flandrin: Predicting the future is just impossible. Fore-
casting is possible but difficult, and it can only be approached via
some in-depth knowledge of what happened in previous periods
and/or on adequate models. Models are most often based on the
behavior of agents that are supposed to act “rationally”. This can
be reasonably effective in normal situations, i.e., in the absence of
severe drifts or of shocks. Designing better models for such situa-
tions is desirable but intrinsically difficult, with the need to introduce
behavioral loops. As for inflation, much has certainly to be learned
from the past, and central banks, which have been on the frontline
in former crisis situations (e.g., in 2008), should be equipped for
adjusting models and better anticipating further developments.

Wolfango Plastino: You regularly use your status as global public
personae to promote a better gender balance in politics, corporations
or public institutions. Are you satisfied with the progress that you ob-
serve in this regard?

Patrick Flandrin: There is no discussion that a better gender
balance should be promoted in all sectors of activities. This includes
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in particular higher education, research, and scientific activities
at large. While some progress has been observed in the recent
past, much more is still to be done, and the question is: how? Im-
posing quota rules is a possible answer that could be effective in
some situations – e.g., when used for a restricted period of time as
a kick-off process – but it has several drawbacks, especially in ac-
ademia. For instance, from a strictly quantitative perspective, the
current situation in France is that only about one third of academic
positions are hold by women. As a consequence, imposing an exact
gender balance in panels, commissions, boards, etc., leads in-
evitably to an overcharge for women, which negatively impacts
the time they can devote to their own research and, ultimately,
their career. Another difficulty relates to legitimacy, many women
being reluctant to accept any form of positive discrimination that
could suggest they have not been recognized on the basis of their
merits alone. Those caveats do not preclude development of all
kind of incentives based on an explicit recognition of the situation
and of the possible cognitive biases (conscious or unconscious)
that resist change. The observed gender imbalance in science re-
sults also from a possible lack of confidence on the part of female
students to engage in scientific studies, a question that can be
given at least two answers. The first is the importance of being
able to put forward “role models” whose professional trajectories
can allow young girls to identify themselves and gain confidence.
The second, which is closely linked to the first, is an educational
effort that must be undertaken from school onwards, to overcome
the prejudices that still too often exist about the gendered nature
of scientific practices.

Alberto Quadrio Curzio: Gender balance is a crucial topic. I
would require more space to adequately address it. Thus, I will
limit myself to mentioning a few instances.

I shall start from the Farewell Event for Mario Draghi as Pres-
ident of the ECB held in Frankfurt on 28 October 2019, which he
invited me to attend. His speech will remain a masterpiece not
only on the past but also on the future of monetary and fiscal poli-
cies. Various illustrious dignitaries made speeches, but I shall focus
on three. Mario Draghi in addressing the President elect: “The
time has come for me to hand over to Christine Lagarde. I have
every confidence that you will be a superb leader of the ECB”;
Christine Lagarde expressing her admiration for Draghi: “let me
thank you for all that you have done in bringing about the success
of the euro area and more importantly the well-being of its people.
Your legacy is a call for us to excel, to exceed expectations and to
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deliver on the mandate and to serve the European mission as you
have served it with wisdom, with determination and with commit-
ment”; and Angela Merkel, who stressed that “for the first time
since the ECB was established there will be a female President
very shortly at the helm of this institution.” She also warmly praised
Draghi, as did President Mattarella and President Macron, who
also highly praised Cristine Lagarde. Ursula von der Leyen, Pres-
ident elect of the European Commission, sat in the front row. In
short, six admirable personalities, men and women from the found-
ing countries of the EEC. The event was emblematic of the im-
portant role of women in the EU and its institutions. 

Let me briefly mention also two scientific examples. The first
was a series of conferences that I organized in 2018 as President
of the Accademia Nazionale dei Lincei. They were held by six
eminent women from the sciences and humanities: Fabiola Gia -
notti, physicist, Elena Cattaneo, neuroscientist, Emanuelle Marie
Charpentier, microbiologist, Bina Agarwal, economist, Marcella
Frangipane, archaeologist, and Berit Reiss-Andersen, lawyer. The
second is an event that was organized by a UNESCO programme
unit based in Trieste, the Organization for Women in Science for
the Developing World from 8 to 19 November 2021 on Women,
Science and Development. As its Ambassador, I was involved in
promoting and participating at the event organized by Jennifer
Thomson, OWSD President and Tonya Blowers, OWSD Pro-
gramme Coordinator, at which there were too many renowned fe-
male scientists and dignitaries to list here.

Christine Lagarde: Looking around us, we see that our reality
is still predominantly driven by male decision-makers. Men make
up 75% of parliamentarians, hold 73% of managerial positions and
constitute 70% of participants in climate and peace negotiations.2

And it was no different during the pandemic. From a total of
115 national task forces from 87 different countries dedicated to
tackling the pandemic, only 3.5% of them had gender parity while
around 85% were made up mainly of men.3 Yet a recent global
survey showed that women leaders were more effective than their
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male counterparts during the pandemic. According to this study,
women performed better under pressure and rated more positively
on most of the competences involving interpersonal skills, which
were the most appreciated by employees.4

Progress is not certain and we should not take it for granted.
The pandemic has once again shown us how quickly progress can
be challenged and even reversed. Women’s jobs are more vulner-
able to this crisis than men’s: more than half of overall job losses
during the pandemic affect female workers.5 Women work dis-
proportionately in the sectors that have been worst hit by the
crisis and they are more likely to have informal work that falls
outside the scope of government support programmes. Addition-
ally, while many women were at the frontline of fighting the pan-
demic, they have also been left with the responsibility to care for
family members while trying to keep their own careers on track.6

The Malala Fund estimates that 20 million girls in developing
countries may never return to the classroom after the pandemic-
related school shutdowns.7 This is unacceptable. 

So we have the evidence to inform better decisions in the future
– it is up to us to take them. The future is inclusive and sustainable,
and clearly it is in everyone’s economic interest to ensure that
talent does not go to waste. But things will not change by them-
selves. According to the World Economic Forum’s Global Gender
Gap Report 2021, there has been a decline in gender parity globally
and it will now take 135.6 years to close the gender gap.8

It is time to rise to this challenge together. I see many young tal-
ented women who are taking a leap and going for it. But ending
gender inequality will also require concentrated actions by institutions
and governments.
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Wolfango Plastino: Along with other central banks, the ECB is
preparing the introduction of a digital euro. Why should citizens in
the euro area support a digital euro? Will they have to stop using
euro bills and coins?

Christine Lagarde: The ECB intends to ensure that people con-
tinue to have access to cash. The central bank needs to guarantee
that sovereign money remains fully accessible and usable, so that
it can continue to act as an effective anchor at times when payment
behaviours change. Providing citizens with riskless money for their
payments is a key part of the Eurosystem’s mission and a digital
euro would be riskless money in another form. It would comple-
ment cash, and citizens would choose which means of payment to
use. For example, at a physical store today, citizens wishing to use
central bank money can opt to pay with cash. Neither they nor the
merchant will be charged any payment fee or fee for holding the
banknotes for them. Just the internal cash handling costs. But cash
can hardly be used in digital payments, such as for e-commerce.
One of the business cases for a digital euro is to make possible in e-
commerce what has always been possible in a physical store: to
pay digitally with central bank money and enjoy its advantages.

The benefits of a digital euro would also go beyond that. They
relate to the role of the ECB as a public institution free of com-
mercial interests. A digital euro would contribute to a fairer, in-
clusive, more diverse and more resilient European retail payments
market. It could create synergies with private payment solutions
and provide an alternative to foreign payment providers for fast
and efficient payments in Europe and beyond. For small busi-
nesses, a digital euro would be another way of receiving payments
from their customers. It would also ensure a high level of privacy.
The ECB has no commercial interest in monetizing payment data.
Overall, a digital euro would promote inclusiveness, diversity and
privacy of the European payment system.

Patrick Flandrin: “Digital euro” rings the bell of something
like bitcoins and cryptocurrencies, which are often associated with
some way of getting rid of central banks… The actual situation
should be different but it would benefit from a clearer explanation.
From a naive perspective, one is already familiar with some forms
of virtual money in the generalized use of credit cards or electronic
payments, and less and less bills and coins. Going further, however,
will be a matter of trust, as it raises cybersecurity issues that are
observed every day growing in importance and which are known
to have non-trivial solutions. Increasing security may also involve
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the development of refined protocols that have a significant energy
and environmental cost that cannot be ignored. Moving from fea-
sibility to usage, forgetting bills and coins is not guaranteed to be
socially accepted in the same way by citizens of different EU coun-
tries. As with the first question on preparing for future pandemics,
it is clear that purely technical issues and social science approaches
must be considered together.

Alberto Quadrio Curzio: I am very cautious about digital cur-
rencies. Many seem worrisome and appear speculative in nature.
I fear they could undermine monetary policies and jeopardize the
central banks’ role of providing stability and solvency. I am not,
however, able to distinguish between digital currencies that could
fall within a sovereign monetary policy and those which escape
any form of institutional oversight. I will conclude my remarks
on this issue by mentioning again Luigi Einaudi in his magnificent
work Teoria della moneta immaginaria nel tempo da Carlomagno
alla Rivoluzione Francese (1936), where he addresses the relation-
ship between contractual monetary units and units of payment,
between imaginary money and real money, reminding the reader
that an increase in the nominal “value” of the latter, in terms of
the “former,” merely gives the illusion of being richer.

One of his affirmations has always impressed me, and even
more so today. I shall quote his refined Italian: 

“La manovra monetaria opera su un congegno delicatissimo e
complicatissimo; e riesce quel manovratore il quale alla chiarezza
delle idee astratte sa unire l’apprezzamento rapidissimo dei fatti
invisibili”.9

This sentence is almost impossible to fully translate with all its
nuances; the gist is that an outstanding Central Banker should not
only have a profound understanding of monetary theory and poli-
cies, but also the sensitivity to make extremely quick decisions
that include an intuition of the public’s response.

This is a challenge for central bankers from orderly states faced
with creating “digital currencies”. I hope that they will take into
account monetary history and monetary theory, since for many
centuries, currency has been considered a symbol of sovereignty
and reliability.
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