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In March 2015, the European Central Bank (ECB) adopted a new unconventional monetary policy: Quantitative Easing (QE). The new monetary policy entailed multiple programs over a three-year period through which hundreds of billions of Euro’s worth of government and corporate bonds were purchased by the ECB from the secondary market. The aim of the programs was to stimulate inflation and economic growth throughout the Eurozone in the wake of the European Sovereign Debt Crisis. The use of these programs was highly contested and the effectiveness of the policy was questionable. In September 2019, almost a full year after the initial QE programs had ended, the ECB decided to restart its QE policy, despite criticisms from academics, society and the financial sector. This thesis seeks to explain why the ECB decided to adopt QE programs from a critical political economist perspective, specifically utilizing the main concepts from the Amsterdam Approach to Regulation Theory. Focusing on the interplay between structure and agency, this thesis argues that QE was adopted to regulate the instabilities in the Eurozone’s economy while facilitating further financializaton. 
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“It is well enough that people of the nation do not understand our banking and monetary system, for if they did, I believe there would be a revolution before tomorrow morning.” 
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[bookmark: _Hlk42268809]The fall of the Leman Brothers bank in September 2007 marked the beginning of the largest economic crisis since the 1970s. The instability in the US financial sector, caused by extremely high levels of debt and the subsequent securitization of it, spread to financial institutions around the world in months, creating liquidity problems at many banks. To avoid the crash of the entire financial system, national governments bailed out many banks and financial institutions (Davidoff & Zaring, 2009: Breitenfellner & Wagner, 2010). In Europe, the bail out of financial institutions led to a massive growth of government debt and the subsequent increase in interest rates on that debt (González-Páramo, 2011). This had far reaching social, economic and political consequences, resulting in the so-called European sovereign debt crisis. In the period from 2009 to 2014, Cyprus, Greece, Ireland, and Portugal risked defaulting on their debt and were only ‘saved’ through financial stimulus packages from the International Monetary Fund (IMF) and new European financial support systems. Even after resolving these imminent liquidity problems, the Eurozone’s recession was far from over. The Eurozone had faced multiple quarters of economic stagnation and very low inflation (Benczes & Szent-Ivanyi, 2015: Eurostat, 2020). This led to the fear of deflation and further economic decline (Allen, 2014: Jolly, 2014: Muelbauwer, 2014). The European Central Banks (ECB) conventional were no longer functioning well enough to keep inflation in the Eurozone close to, but below, the 2% benchmark over the medium to long term. In response to the looming fear of recession, the ECB announced it would resort to more drastic monetary policies in order to stimulate both inflation and economic growth through implementation of quantitative easing (QE) programs (Demertzis & Wolff, 2016: ECB, 2015). 
The adoption of QE policies added the purchasing of sovereign bonds from the secondary market, as a mechanism to increase liquidity and lower financial barriers for governments, to existing Asset Purchasing Programs (APP’s) (ECB, 2015).  The mass purchasing of government bonds by the ECB lowered yields on these bonds, allowing national governments to borrow capital on a cheaper basis on the credit market. This in turn led to an increase in fiscal spending, thereby increasing consumption and ultimately increasing inflation rates (ECB, 2015: Hammermann et al., 2019). The QE programs helped push the average inflation across the Eurozone from 0.5% in 2015 to around 2% in the last quarter of 2018 (Hammermann et al., 2018: Demertzis & Wolff, 2016: Wieladek & Garcia Pascual, 2016). At the end of the initial QE programs, the ECB had added €2.6 trillion worth of debt in the form of government bonds and financial assets to its balance sheet, equivalent to 13.8% of the Eurozone’s Growth Domestic Product (GDP) (Hammermann et al., 2019). It had succeeded in boosting inflation and economic growth in the short term. 
[bookmark: _Hlk37876640]Paradoxically, the ECB had promised to deliver a solid monetary base for future economic growth by increasing and stabilizing inflation rates through their QE programs. Yet, through these new policies, massive amounts of new debt were issued, setting the prerequisites for future instability and crisis (Fernandez et al., 2018: IMF, 2018, p. 3-5). At the same time, QE pushes the financial system to take on more risky assets (ibid).  The adoption of QE itself, as a new monetary framework of the ECB, was not without criticism either. With the launch of its QE programs, the ECB expanded the scope of its APPs immensely, adding the purchasing of government bonds on the secondary market and the outright purchasing of assets from financial institutions to their capabilities for maintaining price stability (ECB, 2015). Opponents of the new monetary policy argued that QE crosses the line of monetary financing (Fratzscher, 2016: Frtische & Tarassow, 2015). This goes against the EU treaties, is out of the ECB’s mandated reach and undermines the ECB’s credibility with regards to its independence (Fratzscher, 2016: Fritsche & Tarassow, 2015). The last puzzling element to the adoption of QE policies was its contestation by member states (Randow, 2019: Regan, 2017). The ECB’s new monetary policy distinctly exposed the tension between the demand led economies of the southern European memberstates and the export-led economies which are predominate in the northern European member states (ibid). The northern member states argued that the ECB’s new monetary policy discouraged fiscal austerity measures in the southern member states, driving them deeper into debt, ultimately increasing their risk of default. This would, of course, immensely hurt the economies of the northern member states as well.
With the end of the QE programs in December 2018, inflation rates started to plummet again (Eurostat, 2019). The fear of economic downturn returned to the Eurozone as inflation rates fell from 2% in December 2018 to 0.9% in September 2019 (ibid). To counter the fear of deflation, the ECB decided to restart its QE programs despite the immense economic risks, questionable legality and contestation from member states, in September 2019 (ECB, 2019). The decision is puzzling as the restart of QE programs is unlikely to help achieve the ECB’s goal of maintaining price stability over the medium to long term and in addition lays the groundwork for future crises as it increases overall levels of debt. Therefore, the aim of this thesis is to investigate why the ECB decided to pursue quantitative easing programs, especially considering the contradicting evidence regarding the effects of QE on economic stability. Specifically, the following question is addressed: 
Why did the European Central Bank pursue Quantitative Easing programs?
In the years after the ECB launched its new monetary policies, a lot of research was done on the QE programs. Economists have focused on analyzing the effectiveness of the QE programs in increasing inflation rates and stimulating economic growth in the Eurozone (Claeys & Leandro, 2016: Demertzis & Wolff, 2016: Gambetti & Musso, 2017: Gern et al., 2015). These scholars have a mainstream economic affiliation, abiding by neoclassical economics. In line with their results, these scholars have a positive attitude towards QE policies as the economic upside of QE weighs more heavily than the economic downsides. Political scientists have primarily analyzed the European Monetary Union (EMU) and the ECB on institutional grounds (Genschel & Jachtenfuchs, 2016: Niemann & Loannou, 2015: Schimmelfennig, 2015: Verdun 2015). These authors argue that the expansion of the European Monetary Union (EMU) is the next step in European Integration, though they differ in their explanation. The QE programs are framed as an outcome of institutional behavior and can thus be seen as part of the integration process.
[bookmark: _Hlk42279353]The mainstream economic literature focusses on the effect of inflation on economic growth, abiding by their neoliberal ideology. They state that low inflation, or the fear of deflation, will lead to less economic growth or even economic decline. It is therefore crucial to increase inflation and stabilize it, as it will increase economic output. As the ECB’s conventional monetary tools are not enough, they agree to the use of QE to stimulate inflation. Therefore, the center of their research lies with analyzing the economic effect QE programs have on inflation and economic growth. They analyze the impact of QE through a plethora of financial transmission channels. Their research mostly finds a positive correlation between the use of QE programs by the ECB and GDP growth and inflation rates. It is because of this reason that their stance towards QE policies is positive. However, they do find and articulate limitations and risks regarding the use of QE policies by the ECB. As these papers are written from a mainstream economic perspective, the purported problems and limitations of QE are in line with the normative stances of this perspective, mainly focusing on financial aspects. Claeys & Leandro (2016) and Gern et al. (2015) address the effect of QE on bank investment. They state that QE policies force banks to invest in riskier investments which will destabilize the financial system. Claeys & Leandro (2016) and Gambetti & Musso (2017) discuss the effect of QE on asset bubbles. They argue that the implementation of QE programs will lead to an increase in asset prices, as the premium on borrowing declines. Demertzis & Wolf (2016) discuss the decline in bank profitability due to QE programs lowering the premium of lending money. Interestingly, Demertzis & Wolf (2016, p. 16) even conclude their research that more QE programs might no longer have the positive effect on output and inflation. Even though the economic literature is well-equipped to disentangle the processes and effects of QE on the economy, it uncritically accepts QE as an answer to low inflation rates. Moreover, the economic literature does not explicitly try to build a theoretical framework with regards to the effects of QE. It also does not examine the politics that underpin the deployment of these unconventional monetary policies not the political implication these policies may have for future generations. This is a major flaw when analyzing institutional outcomes like the ECB which have an inherent political aspect to them. 
The political scientists branch of the literature primarily focusses on analyzing the growing power of the EU’s institutions vis à vis nation states. They refer to this process as European integration and analyze how this process works and whether it is legitimate. The different approaches to analyzing the process of integration have been theorized under the similarly named European Integration Theory (EIT). Schimmelfennig (2015) argues from a liberal intergovernmentalist perspective that the growing power of the ECB came forth from a cooperative bargain between the EU’s member states in response to the European sovereign debt crisis. Niemann & Loannou (2015) analyze, from a neofunctionalist perspective, the drive towards a more complete EMU through their analysis of spillover mechanisms in the financial system. Genschel & Jachtenfuchs (2016) explain the growing European monetary capacities through a combination of neofunctionalism and liberal intergovernmentalism, specifically addressing the ECB’s new monetary policy. Verdun (2015) uses historical institutionalism to examine the newly formed EU institutions, addressing further monetary integration through path dependency. All argue that further monetary integration is needed as a response to institutional inconsistencies that became apparent during the global financial crisis and the subsequent European sovereign debt crisis. With regards to the legitimacy of this process, Braun (2016) argued that the adoption of QE policies had politicized ‘money’. This lowered the ECB’s capability of remaining independent thus lowering its legitimacy. Similarly, Gabor (2014) concluded that the new monetary policies had led to financial stability at the cost of institutional independence. While the political science literature is particularly useful for analyzing institutional behavior and institutional change, it does not engage much with the substance of policies. Like the economist literature it takes monetary policy- like QE- for granted as if there is no alternative. Moreover, the literature takes a unilateral approach in their empirical analysis, covering institutionalist terms while neglecting the economic dimension. In contrast to the economic literature, the political authors do provide a theoretically guided basis for their analysis, the EIT. However, neither of these approaches theorize about the contingency of capitalism and how this plays a crucial role in society. This thesis does not seek to explain further European integration but instead the political choices made by the ECB concerning the adoption of QE policies. As argued by Schimmelfennig (2015), Niemann & Loannou (2015), Genschel & Jachtenfuchs (2016) and Verdun (2015), QE can be seen as further monetary integration. Therefore, EIT may still reveal the dominant agent and political processes that have informed the ECB’s decision-making process. However, these EIT have some inherent flaws that will be discussed more critically in the next chapter. 
Both political scientists and economist tend to disregard the historical contingency of capitalism’s characteristics, especially accumulation patterns, in their respective literature. This thesis will demonstrate that understanding the changing dynamics of capitalism is crucial when analyzing the adoption of QE programs by the ECB. The adoption of QE, as outlined earlier, is not helping the ECB maintain its mandate of price stability. Therefore, it is important to understand the political background against which this decision was made as well as the changing dynamics of capitalism. Specifically, the growing power of the financial sector should be considered. 
This thesis will therefore adopt a critical political economy perspective. Critical political economy regards the political and economic not to be separate but to be interwoven (Van Apeldoorn, Overbeek & Ryner, 2003, p. 32-36). The aim of critical political economy is to uncover and understand the social relations of production on which the political and economic are built (Pistor, 2005, p. 110). Central to the perspective is the notion that ‘concrete events or phenomena are the outcome of the interaction of different social structures and concrete agency’ (ibid.). The use of a critical political economy perspective will therefore remedy the flaws presented by the economic and political science literature. It will allow for the analysis of the historical context in which the ECB made the decision to (re)start QE programs, critically assessing whether the decision fits into the broader social relations of production. This provides the academic relevance for this thesis. The societal relevance is grounded in questionable foundation on which the ECB decided to change its monetary policy as well as the implications of these new policies. The adoption of QE increases the risk of future crises by engaging in public debt levels. At the same time, QE has lowered the ECBs level of independence and negatively affected its legitimacy. It is therefore of great importance to understand the social power dynamics that laid at the center of the ECB’s decision making. 
Critical political economy exists of a vast and broad range of theoretical approaches. The theoretical perspective outlined in this thesis is based on a critical realist ontology. Critical realism perceives reality to be constructed by power relations that come forth from the continuous interaction between agency and structure, both in ideational and material dimensions of social reality (Wigger & Horn, 2016, p. 43-44). Critical realism assumes that all attempts to observe reality are loaded with bias through social conditioning, and thus, our observations of reality cannot be understood independently from the observing actor. Therefore, the approach distinguishes between the ‘real’ and the ‘observable’, assuming there is an objective reality but emphasizing the impossibility of unbiased empiricism. According to critical theory, the gathering of knowledge is neither deductive nor inductive but done through the process of retroduction, where the aim is to uncover the underlying structures of a process (ibid., p. 45). The creation of knowledge comes forth from the continuous process of confrontation between empirical events and theory (Jessop, 2005, p. 5). Therefore, critical realist methodology puts emphasis ‘on establishing the qualitative nature of social objects and relations on which causal mechanisms depend’ (Jäger, Horn & Becker, 2016, p. 107).
In this thesis, Regulation theory will be applied, specifically the Amsterdam approach. Regulation theory attempt to explain the role of global capitalism in society and specifically, how, despite its inherent flaws, capitalism is able to prevail and continue over a longer period of time (Jessop & Sum, 2006). The main explanatory mechanisms used in Regulation theory are regimes of accumulation and modes of regulation (idem, p. 4). Regimes of accumulation address the social relations of production, the patterns of production and consumption, that can be reproduced over a longer period of time (ibid., p. 123). Modes of regulation address the structural intervention that is used to reproduce the regime of accumulation, thereby providing a remedy to the inherent flaws of capitalism regarding social conflict (ibid., p. 23). Through examining what type of regimes of accumulation are central to the Eurozone’s economy and identifying whether there has been a change in regimes over the past years, it is possible to understand the context in which the ECB made the decision to adopt QE policies. This makes it possible to identify whether QE is a particular mode of regulation, and if so, how it affects the reproduction of the capitalist accumulation regimes. However, while Regulation theory provides the proper conceptual tools for analyzing capitalist accumulation regimes, it lacks the capacity to adequately explain agency in the international system. Therefore, the Amsterdam approach to regulation theory will be used. This ‘school’ focusses more on the international regime and allows for a better understanding of agency. 
The empirical chapter is divided into two sections. The first section focusses on identifying the contemporary regime of accumulation within the Eurozone. This is done through tracking the development of the regimes of accumulation and its subsequent modes of regulation over a period from 1970-2019. This process is supported by both quantitative data from the OECD and World Bank as well as an extensive literature review on the economic developments in the Eurozone. The second section focusses on identifying the agency of capital fractions and forces of resistance on the decision to adopt QE programs as part of the ECB’s monetary policy. 
This thesis is organized into four sections. The thesis will begin with providing a theoretical framework on European monetary policy. Here, the European Integration Theories will be discussed in detail. This chapter explains why the critical approach better befits the research topic and presents Regulation theory as an alternative approach. The next chapter deals with the methodology and operationalization of `the main theoretical concepts. Chapter three contains the empirical analysis. Here, the ECB’s monetary policy is placed within its historical context and potential changes of regimes of accumulation. Then, QE as a mode of regulation will be investigated. Lastly, chapter four provides a conclusion, a discussion of the research and discusses future research.   

Chapter 1: Theoretical Considerations, Regulation theory and the Amsterdam Approach
The adoption of QE programs, as part of the Eurozone’s monetary policy, can be studied through a variety of theoretical angles. As part of the monetary integration process of the Eurozone, both mainstream European integration theories and new institutionalist theories are prime candidates for analysing this topic. This chapter first critically discusses neofunctionalism, liberal intergovernmentalism and historical institutionalism, respectively, pointing to their strengths but mostly weaknesses, and then presents a combination of Regulation Theory, enriched by the Amsterdam School Approach and Gramscian insights, which will guide this research. 
Unlike the critical political economy approach that will be discussed at a later stage in this thesis, the mainstream EIT approaches are built on a rationalist paradigm (Pollack, 2001, p. 233). This paradigm is built on a neo-positivist epistemology, which emphasizes that the aim of [social] science should be to find patterns of regularity in social reality that will possibly lead to predictive capabilities about future events (Neuman, 2003: p. 71). This epistemological stance leads to a problem, namely: the narrowing down of a complex reality to a simplified theory (Buch-Hansen, 2008, p. 27). This epistemological stance requires a social ontology which is ‘characterised by a high degree of regularity’ (ibid.). At the same time, the mainstream EIT are based on ‘methodological individualism’, which argues that individual action is the primary unit of analysis of social life (Elster, 1989, p. 13). The combination of this epistemology and ontology is problematic and will be illustrated by examining the EIT shortly.
  
[bookmark: _Toc44176708]1.1 The Limitations of Traditional European Integration Theories
Neofunctionalism is considered to be the first theory that sought to explain regional integration in Europe (Niemandd & Schmitter, 2009, p. 45). Ernst Haas (1958) and Leon Lindberg (1963) laid the foundations for the theory after the emergence of the European Coal and Steel Community (ESCS) and the subsequent European Economic Community (EEC). The theory gained traction during the 1960s but lost much of its initial prestige during and after the ‘Empty-Chair’ crisis of 1965-1966. This event contradicted the theory’s central premise of continuous and uninterrupted integration. Many scholars have tried to remedy the flaws of neofunctionalism during the 1970s, yet failed to deliver on their promises for a new grand theory. Haas, one of the theories founding fathers, even declared the theory obsolete (ibid). During the 1980s, and in particular after the conclusion of the Single European Act in 1985 when the European integration process accelerated, neofunctionalism was rehabilitated. Ever since this comeback, the theory was assigned a central role in the EIT. 
Neofunctionalists argue that integration is a continues, self-reinforcing process with a federalist end goal (Niemann & Schmitter, 2009, 47). The federalist goal, central to neofunctionalism, is justified by the idea that rational bureaucratic technocracy, as the main driving force for society, is desired by both societal and political actors (ibid: Van Apeldoorn, Overbeek & Ryner 2003, p. 21). The neofunctionalist theory prescribes a social world in which a plurality of actors, not limited to domestic politics, define their preferences independently or through interaction with others (Haas, 1958). Actors are able to cooperate with those who share preferences, even across borders. In turn, this cooperation leads to the establishment of international institutions (ibid.). The set-up of international institutions leads to an increase in cross-border economic interdependence (ibid.). According to neofunctionalists, the self-sustained integration process was driven by the mechanism of ‘spillover’, which can be divided into three categories, functional, political and cultivated spillover, respectively (Van Apeldoorn, Overbeek & Ryner, 2003, p. 21). Functional spillover entails the logic that cooperation or common policy between states in one sector leads to the need for integrate further cooperation in related sectors as well (ibid: Haas, 1958). Political spillover refers to regional integration of political powers by both government and non-government elites, who move their activities to a higher level of aggregation because of the aforementioned functional spillovers (Van Apeldoorn, Overbeek & Ryner, 2003, p. 21: Niemann & Schmitter, 2009, p. 49-50). Through this political spillover, supranational institutions are established. Over time, these supranational institutions are capable of agenda setting and preference building themselves. This will allow these institutions to enforce integration themselves, rather than await further cooperation between states (Niemann & Schmitter, 2009, p. 50). Thus, neofunctionalism argues that regional integration is a product of various transnational interest groups pursuing their preferences through cooperation (Niemann & Schmitter, 2009, p. 47). 
Even though interest groups have the ability to adapt their preferences to new circumstances, the predetermined end goal of establishing a federalist state refrains these actors from making autonomous decisions (Van Apeldoorn, Overbeek & Ryner, 2003, p. 21-22). This is problematic as the federalist state is taken for granted and all decisions made by actors are aimed at this adapting to this result. This downplays the role of agents, and thus agency, which is understood merely as instrumental to furthering the integration process. At the same time, the portrayal of the federalist end goal is highly normative. Both the predefined end goal and the subsequent downplaying of agency do not fit reality which is best portrayed by the conflicting interests of many actors with regards to European integration (ibid., p. 22). Moreover, neofunctionalism does not provide adequate explanation for why some actors are better capable of enforcing their interest in the integration process than others, disregarding power differences between groups almost completely (ibid.). The flaws in the ontological core of neofunctionalism makes the theory unsuitable as a framework for answering this research question posed in this thesis.
The main challenger of neofunctionalism is Liberal Intergovernmentalism, which according to its founder Moravcsik is the baseline theory of integration studies (Moravscik & Schimmelfennig, 2009, p. 67). Building on intergovernmentalism, Moravscik (1993) included liberal ideas from rational-institutionalism, thereby adding a micro foundational basis in order to better explain aggregate behaviour than intergovernmentalism (ibid.). Liberal intergovernmentalism is an application of rationalist intergovernmentalism, which aims at understanding interstate relations in the international system and eventual integration (Moravcsik & Schimmelfennig, 2009, p. 67). Liberal intergovernmentalism bases its roots in the state-centric ontology of neorealism but also deviates from its neorealist basis with respect to several key assumptions: national security is not considered the dominant motivation behind state decision making: states are seen as able to reach their goals through negotiation rather than coercion: state interests are not uniform: and lastly, international institutions are not insignificant (Keohane & Nye, 1977). As a result, liberal intergovernmentalism is less hostile to the idea of cooperation between states and less sceptical on international institutions than its neorealist predecessor. Liberal intergovernmentalism was built by combining the theories of domestic preference building with traditional intergovernmentalism. By merging the theories, liberal intergovernmentalism is better able to explain the behaviour of domestic states and international institutions (Van Apeldoorn, Overbeek & Ryner, 2003, p. 24). The theory ascribes three stages to the integration process. Respectively, these are: defining state preferences, bargaining for substantive agreements and creating institutions to uphold these agreements (Moravcsik & Schimmelfennig, 2009, 68-69). In the first stage, states define their interests. At its core, states interests are formed by rational interest groups that competing with other groups in the social and political arena, which eventually brings forth a winner or coalition of winners whose interests are adopted by the state (ibid.). In the second stage, domestic preferences are taken to the international system where states try to make agreements with other states while bargaining for better distribution of the gains. The relative bargaining position of states is crucial for determining on which terms the cooperation takes place (ibid., p. 71). In the last phase, institutions are established to provide a more durable cooperation between the states. According to this last step, national governments deliberately delegate authority to international institutions capable of protecting agreements (Fligstein & Stone Sweet, 2001). It should be noted that the preferences put forth by interest groups and thus, states, the bargaining position of these states and the creation of institutions are not fixed but vary from subject to subject. 
Liberal intergovernmentalism has been heavily criticized for its structuralist and state-centric view, analysing the process of integration through isolated events based on repetitions of power plays. Even though liberal intergovernmentalism includes non-state interests it relies on a very narrow explanation of determining state preferences. On the impact of domestic politics on state preferences is included, while there is no account for transnational interests’ groups that act beyond the state and seek to influence on institutional behaviour (Wincott, 1995). Another problem is that the theory, which has been applied mostly for grand bargains and thus treaty amendments, is not suited for everyday decision-making processes whereby supranational institutions alongside (transnational) interest groups interact with member state representatives (Cini, 2016, 65-78). Critical political economy scholars moreover have argued that the theory not only overlooks structural power asymmetries between states but also between organised class interests (Van Apeldoorn, 2002, p. 39-41). The state is perceived as an empty shell or transmission belt of a pluralist struggle among domestic interest groups, leaving no room for autonomous decision making of state apparatuses, while it remains theoretically unclear why certain interest groups succeed and others not. As regards the explanandum of this thesis, the theory is ontologically ill-equipped to explain the ECB’s institutional behaviour with regards to the restart of QE policies as member states never voted for this policy. Hence, focusing on domestic preference formation and bargaining standpoints of member states would be obsolete. 
Both liberal intergovernmentalism and neofunctionalism comprise the major shortcoming of downgrading the role of agency in transforming social reality. The problem lies with the rationalist ontology that underpins both theories, which argues that individuals act ‘rational’ by trying to maximize their utility and are aware of future consequences of their actions (Pollack, 2001, p. 233). This simplifies reality to the point that human behaviour is predictable, all acting similar when presented with the same situation (Buch-Hansen, 2008, p. 27). It creates a structural bias in the rationalist ontology, as the individual is no longer of importance, as his/her actions can be determined by looking at the context in which a decision has to be made. The perception of individuals making free choices is therefore a false one (Hay, 2002, p. 103-104).  Both liberal intergovernmentalism and neofunctionalism are not interested in real agency, but in the structure that determines this agency.  
Social science has since the 1990s brought a third set of theories to the stage of integration studies, namely: new institutionalism. Its dominant theory, historical institutionalism, contributes to the literature on European integration by focusing on the effects and developments of institutions over time (Thelen, 1999). This approach aims at understanding the role institutions play in determining social and political outcomes (Hall & Taylor, 1996, p. 936). Its ontological foundation exists of a combination of calculus and cultural approaches (Hall & Taylor, 1996, p. 939). The calculus approach assumes that individuals aim to maximize utility while institutions provide a frame to predict their actions. The cultural approach contrasts the calculus approach, but does not deny it. It analyses behaviour of individuals which is not maximizing utility. It emphasizes that individuals are not utility-maximisers but utility-satisfiers. In this sense, institutions provide a cognitive template through which behaviour can be analysed as individuals are embedded in the world of institutions (ibid). 
[bookmark: _Hlk39417166]In contrast to the former approaches, historical institutionalists claim that ‘institutional choices taken in the past can persist, or become locked in, thereby shaping and constraining actors later in time’ (Pollack, 2009, p. 127). Through this process, regional integration takes shape. Institutions are considered ‘sticky’, which refers to the high transaction costs for actors to reform or withdraw from these same institutions, once they have been implemented (Pollack 1996: p. 437-438). Institutional development is thus seen as self-reinforcing and creates path dependence (Pierson, 1994). This path dependency is based on the notion that choices made at a particular critical juncture may restrict future policy options due to the high transaction costs (ibid). Therefore, history plays a critical role in determining the future. As Putnam (1993, p. 181) put it: ‘We cannot understand today’s choices without tracing the incremental evolution of institutions’. According to Hall & Taylor (1996, p. 942), it is at critical junctures, when substantial institutional change has taken place, that institutional development moves onto a new, different path. It is not uncommon that historical institutionalists point to economic crisis or military conflict when addressing critical junctures. Even though the historical institutionalist theory is considered well-equipped to account for the path-dependent institutional development it assumes, it is not well suited to account for the infrequent critical junctures found along the way (Hall & Taylor, 1996: Wigger & Buch-Hansen, 2010). These are moment of path-shaping, which the theory neglects. This is problematic as these moments are crucial in deciding future projections of institutional policies. The theory thus fails to explain how critical junctures come about. 
Although historical institutionalism focusses on the historical context in which decisions are made, it comprises a major shortcoming, one that is shared with both liberal institutionalism and neofunctionalism: namely that the contingencies of the capitalist system and the agents emanating from it are not being theorized. For this reason, historical institutionalism will not be used as a framework for answering this thesis. The exclusion of the historical context and the evolution of capitalism and its crises makes both mainstream EIT and historical institutionalism ahistorical in nature. Neither of the EIT theorize about the historical development of the economy and the power relations emanating from capitalist production. These power relations have changed over time and are likely to change in the future. It is necessary to incorporate these changing power relations in the theoretical framework as it helps explain behavior of agents and institutions. Critical theory, broadly understood, is able to adequately address the contingencies of capitalism, rooting agents in their material structures and thereby offering a more encompassing explanation to European integration than the previous integration theories. Critical theory does not base its preconception of individual behaviour on the rationalist paradigm but seeks to understand social reality through the interaction between agency and structure, the ideational and material (Wigger & Horn, 2016, p. 44).  As will be shown next, critical theory is able to remedy the weaknesses of the mainstream EIT and address the historical context of capitalism in which the monetary decisions regarding QE were made. 

[bookmark: _Toc44176709]1.2 Introduction to Critical Realist Ontology
The theoretical approach that underlines this thesis draws on a critical realist ontology. Central to critical realism lies the claim that both structure and agency, and the subsequent ideational and the material dimensions, need to be incorporated into theory. Critical realism is non-reductionist by nature, which allows for the analysis of social relations of productions (Bhaskar, 1975). At its core, critical realism describes social reality to be highly structured. The ontology describes three main levels of abstraction, the ‘real’, the ‘actual’ and the ‘empirical’ (Bhaskar, 1975). The ‘real’ is described as ‘the realm of object, their structures and powers’ (Sayer, 2000, p.11). The ‘actual’ describes how events are generated when the structures from the ‘real’ domain are activated (ibid, p. 12). The ‘observable’ is the domain where events happen and can be observed (ibid). The three dimensions are interconnected through ‘generative mechanisms’, which can be displayed in both material and ideational terms, and represent the causal relations between the dimensions, explaining why observable events occur (Bhashar & Lawson, 1998, p.5).
Critical realism is able to remedy the shortcomings displayed by the mainstream EIT. As a start, critical realism is not ahistorical by nature. Critical realists argue that social, political, and economic events are caused by structures, both observable and unobservable (Bhaskar, 1989, p.4). These structures are focussed around social relations, which inherently, are historically contingent and thus change over time. This provides explanatory power to the historical context. Critical realists see historical context as a factor of analysis that should be taken into account when analysing phenomena, as it affects the generative mechanisms between the three dimensions. The effect of unobservable structures from the ‘real’ dimension are thus mitigated along the historical context surrounding social relations. Moreover, critical realism emphasises the role of both agency and structure when analysing events, therefore surpassing the functionalist critique posed upon mainstream EIT’s ontology. The approach argues that structures pre-exist agency, providing limitations to the actions of agents (Joseph, 2007, p. 357). At the same time, structures are dependent on the agents as agents are capable of transforming social relations over time. Through this conception, agency can be considered partially autonomous from structures. Critical realism is therefore able to incorporate historical context, specifically social relations of productions, and the true notion of structure and agency when analysing phenomena. Regulation theory draws on the critical realist ontology and is capable of addressing the historically contingent capitalist context in which the ECB’s monetary decisions regarding the adoption of QE were made.

[bookmark: _Toc44176710]1.3 Regulation Theory
After the economic crisis of the 1970’s, regulation theory emerged as an alternative approach to understanding economic crises as both mainstream economic and orthodox Marxist approaches were incapable of addressing the underlying problems that led to prolonged economic downturn. Mainstream economic approaches, based on Keynesianism and universal equilibria, could - despite the high degree of fiscal policies - not explain why economic crisis occurred across capitalist economies over a longer period of time. Marxist approaches could, yet wrongly expected the crisis to end in socialist revolution. Against this backdrop, regulation theory was formed by a group of heterodox French economists as a new form of Marxist political economy theorizing. While regulation theory has been broadened to include many different schools of thought, this thesis will, for the sake of argumentation, associate the regulation approach with its French regulation theory (FRT) roots, which is associated with Aglietta (2000), Lipietz, (1992), Jessop (1997) and Jessop & Sum (2006). FRT gained popularity through its ability to explain the economic crisis of the 1970s as part of the transformation of capital accumulation phases. 
Regulation theory is capable of explaining both prolonged periods of economic growth as well as the culmination of economic crises (Jäger, Horn & Becker, 2016, p. 101). The theory assumes that capitalism needs to be ‘regulated’ because of the inherent contradictions in the continuous process of capital accumulation, which by nature, is not stable over time (Jessup & Sum, 2006, p. 15). This reproduction of capitalism cannot be secured solely by markets and regulation scholars started to analyse many different forms of regulation that can offer a temporary stabilisation to the inherent contradiction of capitalism (ibid). Specifically, regulation theory has ‘focused on particular institutional configurations that shape the historically specific ways in which contradictions are “normalized” for some time’ (Bohle, 2016, p. 373). The mechanisms that help stabilize particular phases of capitalism are conceptualized as modes of regulation. This describes the structural intervention that is used to reproduce accumulation regimes over time (ibid., Jessop & Sum, 2006, p. 23). Jessop (1997) and Guttman (2012) created a framework for analysing contemporary modes of regulation by examining five dimensions: the wage relation, the enterprise form, the monetary regime, the state and international regimes, respectively. The wage relation consists of the labour markets, the origination of work, unionization, employment and wages. The form of enterprise constitutes the form and degree of competition, organization of corporations and source of profits. The monetary regime, most importantly for this thesis, comprises money, monetary policy and the banking and credit system. The state refers to the degree of domestic intervention into markets. International regimes contain the capital flow between states, international currencies, exchange rates, political arrangements and trade. Through these mechanisms, regimes of accumulation can be temporarily stabilized. However, in time, the stabilizing modes of regulation may become counter-productive and inevitably lead to crisis in the system, which will allow both new regimes of accumulation and subsequent modes of regulation to be established. The transitioning to new regimes of accumulation requires many structural changes both in economic behaviour and economic policy, reshaping institutions in the process (Aglietta and Breton, 2001: 434). There is no predictable outcome of the transition process to a new phase of capitalism, as this is entirely dependent on historical context (Jessop, 1997, p. 292). It should be noted that regimes of accumulation do not disappear overnight. Rather, when previous prevailing structures of accumulation and the subsequent dominant social forces no longer predominate, new configurations of dominant social forces and ascending structures of accumulation take shape (Wigger & Buch-Hansen, 2014, p.118).
Regimes of accumulation can be described as the complementary pattern of organization of production and the share of surplus value being distributed in the economy which is reproducible over time (Bohle, 2016: Jessop & Sum, 2006, p. 123). More concretely, it relates to prevailing growth or accumulation strategies. Central lies the question how capital accumulation takes place and which tensions arise from particular types of regimes. Regulation school uses insight from the contradictory nature of capital accumulation - and specifically the dominant regimes of accumulation - to analyse reproduction of the capitalist system (Jessup & Sum, 2006, p. 4). Initially, regulation scholars focussed on the succeeding dominant regimes of accumulation. However, through research into non-industrialized societies, scholars realised that there was no single pattern to the stages of regimes of accumulation (ibid, p. 226). This allowed for more variation in types of regimes of accumulation, in turn enabling scholars to better study non-western cases, broadening the spectrum. Becker et al. (2010, p. 227) created a framework for identifying different types of regimes of accumulation. They identified three typological axes of accumulation that together constitute a particular regime of accumulation. The three axes of accumulation are: financialized versus productive accumulation, extensive versus intensive accumulation and introverted vs extraverted accumulation, respectively (ibid). The first axis, financialized versus productive accumulation, distinguishes between investments into the ‘real’ economy or the financialized sphere. Krippner (2005, p. 174) has conceptualised the increasing role of the financial sphere as ‘financialization’, which she describes as “a pattern of accumulation in which profits accrue primarily through financial channels rather than through trade and commodity production”. Central to financialization lies the process of increasing the weight and size of financial activities, increasing indebtedness of economic households and the increasing influence of the financial sector over the decision-making process of private agents (Epstein, 2005). Financialization promotes the creation of new financial products, such as hedge funds and [sub]mortgage credits, but does not actually lead to more production (Duman, 2017, p. 3). At the same time, it endorses liberalization of labor-relations, effectively forcing households to take on more debt to maintain purchasing power (ibid). Although financialized accumulation is seen as the opposite of productive accumulation, the first cannot be seen separate from the latter as the capital used in the financial sphere is inherently linked to the surplus value of production (Becker et al., 2010, p. 227). The second axis of accumulation, extensive versus intensive accumulation, examines the form of productive accumulation. Extensive accumulation refers to the increasing intensity of work, for example through extending working hours whereas intensive accumulation refers to an increase in relative production surplus, for example through stimulating mass consumption by lowering the price on wage-goods (Becker & Jaeger, 2012, p. 172). The final axis, introverted versus extraverted accumulation, refers to the dominance of the domestic or international market. Introverted accumulation describes a focus of production and consumption on domestic level while extraverted accumulation describes a strong focus of capital, labor and production to the international market (Becker et al., 2010, p. 227). This last category can be divided into two subcategories. Active extraverted accumulation refers to export-orientated growth while passive extraverted accumulation describes a reliance on import (Becker & Jager, 2012, p. 172) 
[bookmark: _Hlk39501146]Regulation theory thus describes a social reality that is dynamic, contingent and historically dependent. The concepts ‘regimes of accumulation’ and ‘modes of regulation’ allow for a good understanding of the ECB’s behaviour by situating the adoption of QE policies within the dominant accumulation processes while focusing on social relations of production. Nonetheless, the theory also has a few drawbacks that need to be remedied. First of all, regulation theory primarily focusses its analysis on the domestic-state level, rather than looking at the international level (Jessop & Sum, 2006, p. 240-241). This poses a problem with regards to the understanding of regional monetary policy in the Eurozone, as the process is likely to be influenced by actors from different states and transnational class fractions and/or alliances. Moreover, regulation theory has been accused of being overly focused on economics and particularly neglects socio-political processes and agency (ibid., p. 239-240). At the same time, regulation theory has been criticized for its functionalistic and structuralist nature (Clark, 1988, p. 67-70: Jessop & Sum, 2006, p. 238-239). Regulation theory assumes that modes of regulation will inevitably arise to stabilize the contemporary regime(s) of accumulation, therefore providing for a somewhat functionalistic view without sufficient room for political struggles. It should be noted, however, that regulation theorists have solved this problem through their explanation of co-evolvement between regimes of accumulation and modes of regulation (ibid.). Nonetheless, a theoretical account on how different groups of agents interact with the state, as well as the broader prevailing ideas that inform political processes is missing. The claim that regulation theory is structuralist is based on the notion that the theory focusses excessively on explaining how phases of capital accumulation are prevailed but thereby neglect the social forces driving the process and those who oppose it. Regulation theory, therefore, prioritizes structures over agency. This thesis will try to remedy these shortcomings by pursuing the Amsterdam School (AS) approach of regulation theory.

[bookmark: _Toc44176711]1.4 The Amsterdam School
The AS emerged in the 1970’s as part of the department of international relations at the University of Amsterdam, and is associated with Bode (1979), Van der Pijl[footnoteRef:1] (1999), Overbeek (2004) & Bob Jessop & Overbeek (2018). Although never formally constituting as a ‘school’ the authors distinctively contributed to the field of international politics through their conceptualization of capital fractions. Even though the AS is closely related to FRT, drawing on the same critical-realist ontology and focusing on the contradictory reproduction of capitalist accumulation structures, it distinguishes itself from FRT by focusing on Marx’s concept of capital fractions and Gramsci’s understanding of hegemony (Bode, 1979: Overbeek, 2004: Van der Pijl, 1984: 1998). The AS is able to overcome the national or state-centric characterization of FRT through their emphasis on international regimes (Jessop & Sum, 2006, p. 30: Overbeek, 2004). Moreover, AS puts emphasis on analysing the social structures of accumulation through societalization, rather than solely addressing economic factors, thereby addressing the critique on FRT mainly focusing on economic factors. Through emphasizing the importance of class fractions, which will be expanded upon later, the AS is able to solve the functionalist critique posed on FRT (Van der Pijl, 1984). Lastly, AS incorporates agency as one of the main driving forces behind changing modes of development, settling the structuralist charges posed upon FRT.  [1:  Kees van der Pijl has been associated with anti-Semitism and general conspiracy theories in the recent past. Through this footnote, I would like to make an official statement in which I denounce his ideas and do not wish to be associated to them in any way. However, Van der Pijl’s theoretical insights with regards to the AS can still be of value to this thesis. ] 

The AS finds its roots in the work of Ries Bode (1979: 2018), who argued against Marx’s notion of vulgar materialism, referring to state monopoly capitalism, where the state actively protects the interests of the entire capital class. Contrarily, Bode (1979: 2018) argued that along the circuits of production, fractionalization of the capital class occurs. In general, there are two main capital fractions, namely: production orientated capital and financial capital. The central concepts of regulation theory, regimes of accumulation and modes of regulation provide the structural basis for preference building and class formation, both among these capital and labour fractions. The fractions develop particular ideas based around their common interests on how to maintain capital accumulation or expand it, which they present as the interest of the general public through concepts of control (Overbeek, 2018, p. 1). Through these concepts, capital fractions aim to provide different political answers to societal contradictions. These concepts of control, in turn, help consolidate current or desired forms of accumulation and societalization. This struggle for ideological dominance inevitably leads to political block formation of capital classes with the same interest referred to as capital fractions. If transnational capital fractions are successfully able to frame their interests as the general interests their respective concept of control becomes comprehensive. In turn, these fractions will compete among one another for control of the state and its intervention mechanisms. In this sense, the state not only represents Marx’s notion of capitalist’s rule vis à vis the proletariat struggle, but also competition between the hegemonic capital fraction vis à vis other capital fractions (Clarke, 1978). The dominant fractions are able to initiate state intervention and through this intervention, generate conditions that provide the highest surplus value for their capital accumulation (Bode, 2018). At the same time, the dominant capital fraction is able to steer the general direction of the state interventions. Hence, the dominant capital fraction is able to change modes of regulation. Van der Pijl (1984) elaborated on the concepts of capital fractions by incorporating transnationalization, as a consequence of transnational expansion of capital, into the framework. This provides benefits over regular regulation theory as the subject of analysis is monetary policy on European - not domestic - level. The struggle among capital fractions over ideological hegemony is thus not bound by borders.
Cox (1983, p. 171) describes a hegemony at the international level to be an order within the world economy with a dominant mode of production which outweighs all other modes of production on a transnational basis while simultaneously linking social classes from different nations. It is expressed through norms, institutions and general mechanisms that affect the behaviour of states and civil society, all of which support the dominant mode of production (ibid.). Hegemony is therefore seen as the dominant intellectual and moral leadership in society and the general direction the society moves towards through both state and social powers (Gramsci, 1971, p. 12). According to Cox (1983, p. 173) hegemonic rule only changes through fundamental changes in the social relations of production. It is through the conceptions of capital classes, concepts of control and hegemony that AS is able to address the lack of agency found in regulation theory while maintaining its critical realist ontology.
It should be noted that the Amsterdam approach to regulation theory is not without criticism either, as pointed out by Overbeek (2018, p. 10). He argues that AS is too much elite-orientated and often neglects social and political resistance. As the empirical analysis will show, this criticism is only partially overcome as most of the emphasis will be on capital fractions and not fractions of labour and other civil society groups that transcendent classes. However, in order to somewhat remedy this flaw in the AS approach, extra emphasis will be given to the concept of forces of resistance by non-elitist social forces. These include social forces from civil society and the academic world and their respective views towards financialization and the adoption of QE. 
In the context of European integration, Van Apeldoorn (2000, p. 166-167) argues that the two capital fractions and the resistance forces struggle over the content and direction of the project. Depending on their exposure to capitalist competition at a specific point in time, different fractions can support neoliberal, neomercantilist and social democratic projects, respectively. Historically, industrialists were in favor of neomercantalist projects, which involve active state interventions with a protectionist outlook that protects them from outside competitors, while financial institutions and multinational corporations were favoring neoliberalist policies geared towards opening up markets. Forces in favor of social democratic ideology centered around ‘organized capitalism’, sought to move beyond market-integration and towards state-building, which is favored by the resistance forces (ibid). 
Regulation theory, improved by the AS offers a theoretical map that would explain the puzzle with regards to the monetary policy of the ECB, specifically the adoption of QE programs. Regulation school would categorize QE, and monetary policy in general, as a mode of regulation adopted to stabilize a particular regime of accumulation. The function of the QE policies is to increase the monetary base, leading to economic growth and further establish the growing institutional power brought by European monetary integration. By looking at the struggle among class fractions and the role and dominance of the accumulation regime from which they emanate, an answer to the research question can be formulated that takes into account both the material dimensions, agency and the historical contingency of social relations of production (see illustration I). 
This thesis expects that the dominant financialized accumulation regime of the Eurozone faces difficulties with continued capital accumulation which is portrayed by the declining consumption and subsequent inflation rates. New capital outlets are needed to reinforce investment and consumption to ‘keep the economic engine going’. As a response, the ECB adopted QE programs to increase the amount of ‘cheap’ money available, stimulating the acquisition of debt while increasing consumerism. The cheap loans provided through QE programs to both public and private sectors help sustain the current financialized accumulation regime, characterized by its debt led growth, by postponing the inevitable crisis of this capitalist phase. The adoption of QE programs by the ECB facilitates further financialization as the financial sphere is the main benefactor of the programs, through the stimulation of their main products, debt. Through active agency and increasingly tighter relations, the financial sector is better capable of promoting its interests as the general interest to the ECB than resistance groups. 



Illustration I: Visualization of the theoretical framework
[image: ]
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Chapter 2: Epistemology, Methods & Operationalization
Epistemology deals with the question of how knowledge can be attained. Within critical theories there are many variations of epistemological standpoints. As explained in the previous chapter, regulation theory and the Amsterdam approach are rooted in critical realism (Jessop & Sum, 2006, p. 299-321). This chapter will outline the epistemological assumptions of critical realism, thereby showing how its distinct ontology is related to knowledge creation. In short, the critical realist epistemology accounts for both socio-economic relations as historical context in its analysis. After discussing critical realist epistemology in-depth, the chapter moves on to methodology and operationalization of key concepts of both regulation theory and the Amsterdam approach.
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2.1 The Critical Realist Epistemology
As stated by Jessop & Sum (2006, p. 299), critical realism can be considered as an anti-positivist and anti-empiricist paradigm. Positivism assumes that there are empirical regularities and that scientific knowledge can be derived from observing these entities (Wight, 2007, p. 382). According to positivist scholars, the goal of social sciences should be, not unlike natural sciences, to provide society with law-like generalizations about reality (ibid.). This secures both explanatory- and predictive value. These law-like generalizations obtained from empirical observations are tested through hypotheses, which helps positivists validate theories. This expresses the (over)reliance of positivists on theory-testing, thereby giving ontological primacy to theory, rather than social reality. Through this process, positivism claims scientific objectivism, which is rejected by critical realists (Dean, 2006, p. 7). Moreover, the epistemological understanding that only empirical observations can validate theory is also rejected by critical realism.
Critical realists argue that besides the observable reality, there are unobservable structures that affect causal relations. Critical realism thus distinguishes between the ‘real’ and ‘observable’ world. Central to the critical realist enquiry is the notion of identifying these structures and forthcoming power relations which lead to observable events (Patomäki & Wight, 2000, p.223). This is done through the process of ‘retroduction’, where scholars start from the level of the observable phenomena and move to more abstract levels of structure and power relations, which caused the phenomena (Wigger & Horn, 2016, p. 46). The explanation provided through the retroductive process is only valid for its specific explanandum. This is a continuous process of moving between theoretical assumptions and empirical events (Jessop, 2005, p.5). This concept of an unobserved reality that generates phenomena in the observable world through generative mechanisms is dismissed by positivists (Joseph, 2007, p. 345-346). Critical realists give primacy to ontology over epistemology through their emphasis on the interplay between structure and agency, the ideational and material dimension. By unraveling the interplay and interrelation between structure and agency, reality can be understood. Critical realism distinguishes between the intransitive dimension, which consists of the abstract reality that exists independent from the human conception of reality, and the transitive dimension, which indicates human knowledge at a specific point in time (Bhaskar, 1975, p. 21-24). Therefore, the intransitive dimension reflects ontological concerns and the transitive dimension deals with epistemological questions. By prioritizing ontology over epistemology, critical realism argues that crucial elements of knowledge gathering, like theories, models and believes, are affected by social relations and the historical context (ibid., p. 12). Knowledge is thus historically bound, which in turn means that theories or claims about social reality cannot be taken apart from this timeframe. In this light, research should always be understood in its historical setting. Critical realism thus rejects generalizable theories of social reality that provide predictive claims, as all knowledge is loaded with bias through social conditioning. Instead, critical realism argues that social science should aim at understanding and explaining social reality, rather than predicting it through finding universal truths (Dean, 2006, p. 6). This leaves room for non-objectivity in science and allows for the emphasis on historical context of phenomena in explaining causal relations (ibid.). 
The critical realist ontology has direct implications for epistemology and subsequently the methodology. As stated above, critical realism denies an objective notion of the reality and therefore, the positivist method of hypothesis testing, or empiricism in general, as well. Critical realism does not rely on fixed methodology (Dean, 2006, p. 6). Instead, Wight (2007, p. 385) suggests that through the rejection of generalizations critical realism endorses all methods that help increase our knowledge of real causal mechanisms. Critical realists aim to provide knowledge of real causal powers or mechanisms through asking retroductive questions about particular conditions of a given explanandum (Jessop & Sum, 2006, p. 303). Empirically, this requires a move from abstract to concrete. In this case, it would mean moving from modes of regulation in general towards monetary policy and, specifically, QE programs. At the same time, it requires a move from the simple to the complex, introducing mechanisms and relation more broadly, going beyond the observable realm (ibid). This duality of methods is defined as ‘articulation’ (Jessop, 1982, p. 213-220). Theory is seen as an instrument for the researcher that allows for a better understanding of the ‘real’ through moving from the details of empirics to the abstract structures of the social phenomenon (Wigger & Horn, 2016, p. 47). This renders it possible to understand abstract concepts within a particular historical context. Moving from the abstract, or theoretical, to the empirical is not to be seen as a generalization. Rather, due to the contingent nature of social reality, conceptions about real world events need to be constantly readjusted (Cox, 1986, p. 209). Theory building is thus seen as an open process. The actual methods used to help researchers in this process are not fixed but should aid in the gathering of evidence. 
This thesis will apply the method of retroduction in order to answer the research question. More concretely, it means that the concepts of regulation theory and the Amsterdam approach will not be tested along the lines of hypotheses, as for the reasons mentioned above. Instead, through the process of articulation, knowledge will be gathered about the structure and agency concerning the ECB’s decision to adopt QE programs as part of its modes of regulation.  
[bookmark: _Toc44176714]2.2 Methodology
In order to approach the ECB’s decision to adopt QE through a critical realist epistemology, a methodology is needed that provides adequate room for causal mechanisms. Therefore, this thesis will make use of data triangulation. This methodological approach combines multiple sources of data in order to increase the validity of the uncovered causal mechanisms (Downward & Mearman, 2006, p.4). Moreover, this allows for the use of different types of data, both quantitative and qualitative, over multiple time periods. Through this process, a more valid and cohesive narrative of the evidence can be created. The use of data triangulation also helps with frequent problems regarding lack of available data as more sources can be used for analysis (ibid., p. 6). This lack of available data is perhaps best portrayed by the lack of transparency with regards to documents from the ECB, which only allows documents to be publicly accessed after 30 years. An explanatory narrative will complement the data triangulation enquiry which befits the critical realist epistemology. More than a regular cause-effect relation, an explanatory narrative describes the development around an event by illuminating contingent structures and subsequent changing agency (Ryan, 2016, p. 15). An explanatory narrative is therefore capable of formulating arguments for specific events (Suganami, 2008). This narrative will provide the causal factors within their respective historical context which led to the adoption of QE programs. Its strength lies with the explanatory power, emphasizing which causes came prior to- and eventually lead to the event in question. The use of different sources of data will allow for an in-dept explanatory narrative to be created regarding the ECB’s monetary decision.
Methods
This thesis will include primary sources such as media articles, policy documents, speeches and reactionary policy papers of research groups and NGO’s. These are used as qualitative sources are used to understand the interests of different actors with regards to the implementation of QE. Secondary sources, like academic articles, books and reports are used to portray the historical context of political and economic situation of the Eurozone and describe the mechanisms through which QE works as a stabilizer of the economy. At the same time, quantitative sources are used to indicate the development in regimes of accumulation throughout the Eurozone. These data-sets are primarily taken form the OECD and the World Bank, and will serve as indicators to identify the level of financialization in the Eurozone. They will not be used to conduct quantitative statistical analysis. The combination of these quantitative and qualitative sources will allow for an in-depth explanatory narrative on the emergence of QE as a monetary policy within the Eurozone. The quantitative sources, in combination with qualitative sources, will allow for the identification of the economic structures. The qualitative sources will allow for a better understanding of the political dimension within the decision to adopt a new mode of regulation. 
[bookmark: _Toc44176715]2.3 Operationalization
The Amsterdam approach provides concepts that can help explain the reasoning behind the ECB’s decision to adopt QE programs. They can serve as a way to explain the decision to adopt QE as a new mode of regulation. However, these concepts need to be operationalized, which enables the research to apply the concepts of the Amsterdam approach to the case of the European monetary policy. The concepts that need to be operationalized are ‘regime(s) of accumulation’, ‘capital fractions’, ‘forces of resistance ‘, ‘comprehensive concepts of control’ and ‘hegemony’. 
Before the operationalization of the concepts, it is important to demark and justify the historical time period used in this thesis. The time period which is analyzed in this thesis stretches from 1970 to 2019, from the time when financialization started its increasingly dominant movement to the adoption of the second QE programs were adopted by the ECB. This time period will provide the historical context in which the ascending and descending regimes of accumulation can be adequately displayed within the Eurozone. However, as the Euro was only implemented in 2002, which counts as the start of the Eurozone, most of the quantitative variables used for measuring the regimes of accumulation will range from 2002-2018. The quantitative variables can help expose important trends in the capitalist phase and, more importantly, show capitalist dynamics over time. It should not come as a surprise that the geographical demarcation of this paper is limited to the 19 European member states that form the Eurozone, as the mandate of the ECB only prescribes the maintaining of price stability in the Eurozone. Within this timeframe and context, empirical data is gathered which can be linked to the concepts of the Amsterdam approach. The explanatory logic of the analysis is that the current regimes of accumulation of the Eurozone lead to economic instability and eventual crisis, which the ECB tries to regulate through its QE programs. As the Eurozone exists out of multiple states with different social relations of production and industries, uneven development between them occurs, amplifying the need to regulate their respective economies through a supranational institute. This thesis does not test hypothesis but it does provide expectations up front, derived from this explanatory logic. 
The first concept that needs to be operationalized is ‘regimes of accumulation’. This thesis draws on the framework presented by Becker et al. (2010, p. 227), which distinguishes between three axes on which regimes of accumulation can be categorized. However, the second axis, intensive versus extensive production is not used in the analysis as it describes the organization of labor on a domestic level. As this thesis analyzes the transnational accumulation regime in the Eurozone, and its modes of regulation, this axis is less relevant. The axis of introvert versus extravert accumulation, which describes whether the domestic- or international market is dominant focus in the respective regime of accumulation. The last axis, productive versus financialized accumulation will also be used to categorize the Eurozone’s regimes of accumulation. This axis describes the degree of investment in either the financial- or productive sector. This axis is especially important for this thesis as it is expected that the QE programs facilitate investment in both sectors. The variables used to operationalize both axes are explained and justified below. 
(1) The first axis, introvert versus extravert accumulation, is measured through combining quantitative economic indicators with qualitative historical analysis of the Eurozone’s economic policies. An introvert accumulation regime is characterized by its dependence on investment in the domestic- or local economy and it often maintains a more mercantilist economic policy. Contrarily, an extravert accumulation regime is characterized by more neo-liberal economic policies, which allows stronger connection to the international market through free-trade and transnational investment. The indicator ‘Foreign Direct Investment Restrictiveness’ derived from the OECD (2020d) will be used to measure whether the Eurozone is more introvert- or extravert orientated. The indicator measures the restrictiveness of a countries foreign direct investments (FDI) rules on four categories, namely: foreign equity restrictions, discriminatory screening, restrictions on key foreign personnel and operating restrictions. A high degree of restrictions on FDI, or an increase in restrictions over time, would align countries with a more introverted accumulation process. Low, or decreasing, restrictions on FDI is therefore seen as a characteristic of extraverted accumulation. Becker et al (2010), differentiate between two types of extravert economies, namely passive and active economies. Passive extravert economies are net importers while active extravert economies are net exporters. To account for this, another indicator ‘Current Account Balance’ (% of GDP) is used. This indicator records a country its international transactions with the rest of the world. In simple terms, it displays whether a country imports more goods than it exports or vice versa. A positive percentage would mean that the country in question exports more goods than it imports and therefore has a positive current account balance. This would be considered active extravert accumulation. A negative percentage would mean the country is importing more than it is exporting, resulting in a passive extravert accumulation regime. These two indicators, combined with qualitative documents, such as government documents and policy briefs, will allow for an adequate analysis of the trade relations within the Eurozone. 
(2) The second axis, the productive versus financialized accumulation, can be empirically measured by identifying the size, scope and strength of the financial sector in comparison to the productive sector within the Eurozone (Krippner, 2005). This thesis draws on both quantitative- and qualitative indicators to analyze the level of financialization in the Eurozone. The first indicator that is used is the ‘Gross Capital Formation’ (% of GDP) and is obtained from the World Bank (2020a). This indicator measures the investments made into the real economy through additions to fixed assets and inventories (ibid). A decrease in percentages invested into the productive sphere may indicate a shift to investments made into the financial sphere, displaying a growth in financialization. However, this indicator is limited to the extent that it cannot explain for certain that a decrease in investment into the real economy automatically leads to an increase in investments in the financial sphere. To increase the validity of the analysis, this thesis will analyze the debt-levels of different economic entities in the Eurozone. Growing levels of debt will indicate a transition towards a more debt-led growth model, which is central to financialization. This thesis will analyze debt-levels through the indicator ‘Household Debt’, which measures the total amount of household debt as a percentage of net disposable income (OECD, 2020b). The final quantitative indicator used to analyze the level of financialization in the Eurozone is ‘Market capitalization of listed domestic companies (% of GDP)’, which measures the size of the Eurozone’s stock market over time (World Bank, 2020b). This is a direct indicator for the development towards financialization, as an increase in market capitalization can only be realized through an increase in stock prices or through issuance of new stocks, both of which fall under financialized growth (Becker et al., 2010, p. 227). 
These quantitative indicators were drawn from the OECD data bank and the World Bank, which are reliable and annually renew their data. Besides quantitative indicators, this thesis will also draw on qualitative sources to analyze the level of financialization in the Eurozone. Specifically, the historical development of the Eurozone’s policies on transnational capital transfers will be analyzed. 
Another concept that needs to be operationalized is ‘capital fractions’. As pointed out by Atkinson et al. (2017) capital fractions are formed as a response to the uniting of interests of transnational classes, subdivisions of the total capital class. This thesis will study the agency of the two main capital classes, the interaction between financial- and productive capital and the ECB. However, the differentiation between the two main capital fractions is not quite as robust as portrayed (Durand & Keucheyan, 2015, p. 135). This is because activities regarding financialization have increasingly been adopted by the production orientated capital fraction as well, with a clear and central role for corporate management as their earnings are increasingly tied to the value of their company’s stocks. Subsequently, the interests of managers are almost completely in line with that of the financial sector, creating the financial-industry nexus, build on the neoliberal ideology (ibid, p. 136: Caroll et al. 2010, p. 818). This fusion of interests got Caroll et al. (2010, p. 832) to conclude that ‘it is industrialists with financial connections that form the core of the European corporate community’. This corporate community has a formal consent over the concepts of control. Therefore, this thesis will address agency of the corporate community in general, rather than actively discern between financial and productive capital. Through analysis of a proxy organization called the Group of Thirty and the ECB advisory groups, the social relation between the ECB and capital fractions is tracked. The G30 is a transnational group which exists of prominent members of the finance-industrial nexus and regularly meets with members of the Governing Council of the ECB (CEO, 2016). The advisory groups of the ECB consist of experts that advice the ECB on monetary policy. Agency of the capital fraction is also studied through identifying the interests of three of the Eurozone’s largest banks which have increasing social relations with the ECB. This will be done through document analysis of the respective banks and serves as evidence for a motive within the capital fraction to influence the monetary policy of the ECB. Through these indicators, the agency of the finance-industry nexus will be outlined and their respective concepts of control shaped, specifically on financial stability and competition. 
Additionally, the concept forces of resistance should also be operationalized adequately. This concept encompasses much of civil society which poses the biggest movement of resistance against the adoption of QE. The influence of civil society on the decision-making process of the ECB, as a mode of resistance, is analyzed by incorporating NGO’s, academic institutions and social movements into the study. The organizations that have resisted the adoption of QE most vocally, Corporate Europe Observatory, Finance Watch, SOMO and Blockupy will serve as proxies for the forces of resistance. Through document analysis, their stance towards QE will be portrayed and their respective concepts of control formulated. 
The concepts of control used by the finance-industry nexus and the forces of resistance with regards to competition and financial stability will be used to determine the larger hegemony within the Eurozone society. It should be noted that these concepts of control reside in a larger hegemonic ideology which will be examined by analyzing macroeconomic developments of the Eurozone since the 1970s through both document- and policy analysis. 

[bookmark: _Toc44176716]Chapter 3: Empirical analysis
The main goal of this thesis is to find an answer to the question why the ECB decided to adopt QE programs in its monetary policy. In order to give a comprehensive answer, the explanandum is outlined, which questions the effectiveness of the programs, thereby explaining why the decision to adopt and continue QE was contradictory. Next, the dominant regimes of accumulation are identified and linked to the agents that promote the emergence of QE programs as a new mode of regulation. Lastly, the agency of the corporate community regarding the adoption of QE by the ECB is studied. By studying both the material structure and agency of the capital fractions it is possible to explain why the ECB decided to adopt QE programs.
[bookmark: _Toc44176717]3.1 Analysis: ‘Whatever it takes’ – Emergence of QE
Following the financial crisis of 2007-2008, the ECB adopted unconventional monetary policies like the Longer-Term Refinancing Operations (LTROs) and APPs to ensure stability of the Eurozone’s financial system. These policies allowed the ECB to purchase asset-backed securities and both public and corporate bonds, increasing the balance sheet of the ECB. At the same time, these policies shifted risk on the financial markets and simultaneously provided much needed liquidity to the financial sector. Although these programs helped to stabilize the Eurozone’s economy, more action was needed from the ECB to maintain price stability, stimulate economic growth and help control the European sovereign debt crisis (ECB, 2015). Mario Draghi, president of the ECB, followed with his (in)famous ‘Whatever it takes’-speech in January 2011. Henceforth, the ECB declared it would expand its APPs by adopting QE, starting in March of that same year (ibid.). The Governing Council declared that the new mechanism, which increased the scope and range of the ECB’s purchasing of sovereign bonds and asset-backed securities on a massive scale, was in line with fulfilling the ECB’s price stability mandate. The aim of the program was to increase inflation back to the ‘close to, but below 2%’ benchmark. The ECB argued that QE would increase inflation as it would allow governments to issue loans with lower yields while at the same time increase the liquidity of the financial sector, which acts as a middle-man for the ECB’s monetary policy (ibid.). The scope of the initial QE program was unprecedented, starting with asset-swaps and the purchasing of government bonds amounting to €60 billion per month over the course of 3 years. A year later, the budget was increased to €80 billion after which the budget for net purchases of securities decreased step-by-step to €15 billion until the end of the program. The total amount of bonds and assets purchased by the ECB under the QE program vastly outnumbered any previous programs by a long shot (ECB, 2020b: see Figure 3.1). The initial APPs targeted the purchasing of government bonds on the secondary markets through the Public Sector Purchasing Program (PSPP). 
[bookmark: _Hlk43565490][image: ]This meant that the total budget for the program was invested into the financial sector, as the ECB is only permitted to buy government bonds on the secondary market. In April 2016, the Corporate Sector Purchasing Program (CSPP) was added to the APPs, which subsequently targeted the purchasing of corporate bonds at an immense rate. These programs were added on top of the already existing asset-backed securities purchasing programme (ABSPP) and the third covered bond purchasing programme (CBPP3). The immensity of the new programs is outlined in Figure 3.2, displaying the cumulative net purchases by program. The purchasing of assets and securities on this scale was new and uncomfortable for the ECB, which until 2015 had only been tasked with maintaining price stability. QE, on the contrary, was going further - much further - than just maintaining price stability as is indicated by the lawsuits that followed with the adoption of the unconventional policies (Bodoni, 2018).  Figure 3.1: The effect of QE on the balance sheet of the ECB (2005-2019).

[image: ][bookmark: _Hlk43558462][bookmark: _Hlk43558463]Figure 3.2: Cumulative net purchases of ECB per program (2015-2020).
Source: European Central Bank (2020b)








Source: European Central Bank (2020b)

The new monetary tool was supposed to achieve price stability and subsequent economic growth in the medium to long term through several channels. The first channel, the ‘bank lending channel’, aims at providing extra liquidity to the financial sector, which stimulates consumer and interbank lending, sparking economic growth (Gräb & Zochowski, 2017). This is done through electronic swaps where financial institutions are able to gain cheap liquidity from the ECB by swapping assets for cash. This allows financial institution to issue more loans at a cheaper rate than before, stimulating consumption on the demand side, through lowering costs of borrowing. Liquidity is also provided to the corporate sector as well through the Corporate Sector Purchasing Program (CSPP). At the same time, lowering the costs to borrow money increases the appetite for financial institutions to invest in riskier investments. This is the second channel, the ‘portfolio-rebalancing channel’, through which the new QE programs affect the economy. Through the en masse purchasing of government bonds on the secondary market, which lowers the yield on these assets, the ECB forces financial institutions to reallocate capital into riskier investments (Wiedalek & Pascual, 2016, p. 12-13). This increases the amount of venture capital investments on the balance sheet of financial institutions, which increases economic growth and eventually inflation. Through the ‘duration risk channel’, the ECB is able to lower the yields of long-term government bonds as explained earlier (Andrade et al. 2016, p. 10). This lowers the yields on bonds for domestic governments, allowing them to either lend more, which stimulates growth in the short term, or decrease outstanding debt, which creates a more stable monetary base. Another channel through which the QE programs affect the economy is through the ‘signaling channel’. By announcing and adopting QE policies the ECB signaled to economic actors that it is committed, more than before, to actively pursue maintaining price stability with very low interest rates over a long period of time (ibid, p. 9: Valiante, 2015, p. 6). This signaled that the ECB would keep interest rates low, even if the economy would recover and under normal circumstances would see an increase in interest rates. Thus, real long-term interest rates on government debt decreased, stimulating investment, consumption and inflation. At the same time, the adoption of QE programs led to a decrease in uncertainty for economic actors, especially in the financial sector, through the so-called ‘uncertainty channel’ (Wiedalek & Pascual, 2016, p. 13). Draghi’s speech and the subsequent adoption of QE programs by the ECB stabilized inflation expectations which led to stable economic activity and growth. Finally, QE could help economic growth through the ‘exchange rate channel’, which indicates a growth in the monetary base would depreciate the Euro vis à vis other currencies (ibid., p. 3). This would spark foreign demand for European products, increasing export.
Overall, QE programs increase the amount of money circulating in the economy, which according to ‘the quantity theory of money’, directly leads to higher levels of inflation (Friedman, 1989). This would thus be in line with the ECB’s price stability mandate. However, QE only leads to inflation if the bank-lending channel is working properly, where the extra liquidity provided by the ECB gets integrated into the real economy (Andrade et al. 2016: Reis, 2016). This means that inflation rates only increase if more loans are issued by both the public and private sector. If the financial sector hoards money or invests it into the financial sphere instead of the ‘real economy’, whether it be because of higher yields on investment or simply because the money-market is saturated, this channel has little effect (Reis, 2016). An increase in investments into the financial sphere - rather than productive sphere - negatively affects the impact of monetary policy on maintaining price stability. This is especially relevant for QE policies adopted by the ECB, as most of the channels mentioned above are directed through the financial sector, whereas the Federal Reserve of the US can directly intervene in the economy. The Eurozone’s financial sector is thus crucial in the executing monetary policy of the ECB.
Other side of the coin
The QE mechanisms have undoubtedly had a positive effect on inflation, inflation expectations and economic growth within the Eurozone during the first round of QE, which lasted up until December 2018 (Andrade et al. 2016: Demertzis & Wolff, 2016: ECB, 2019: Hammermann et al., 2019). However, the next round of QE, which started in September 2019, is expected to have less of an effect on inflation rates and economic growth due to diminishing marginal returns (Demertzis & Wolff, 2016, p. 16: Gern et al., 2015: 216: Palley, 2015). At the same time, the adoption of QE comes at great economic risks. The cheap capital provided by the ECB to financial institutions has shifted their risk-tolerance towards higher risk investments (Claeys & Leandro, 2016: Gern et al., 2015). This overexposure to high risk assets inherently increases the risk of default and eventual bail outs of financial institutions throughout the Eurozone. Equally important is the effect of QE on asset bubbles. Increasing financial bubbles in, for example, the housing market, stock market and lately even cryptocurrency market can destabilize economic systems in the long term (Claeys & Leandro, 2016: Gambetti & Musso, 2017). Similarly, the adoption of QE programs by the ECB has lowered the yield on government bonds of member states, which contributes to increasing levels of government debt (Joyce et al. 2012, p. 287: Fernandez et al., 2018). The rising debt levels of member states is unsustainable and will destabilize the economy once the interest rates increase. Fernandez et al. (2018) also link the availability of cheap capital to the emergence and proliferation of zombie-corporations, companies that do not make a profit yet are able to stay afloat financially through the issuing of low-cost debt. This will become an economic problem once interest rates start to rise. Lastly, the adoption of QE programs in the Eurozone has lasting effects on the economies of other - primarily developing - economies as well (ibid). The availability of cheap capital in the Eurozone, through low interest rates and exchange-rate depreciation, allows developing countries to borrow loans in Euros at a cheaper rate. However, this creates a currency mismatch as these loans have to be paid back in Euros as well. This poses economic constrains on developing countries once interest rates start to rise, creating instability in areas outside the Eurozone. The adoption of QE programs entails high risks while the effect on price stability is considered to be diminishing.

To summarize, the adoption of QE programs as part of the ECB’s monetary policy during the sovereign debt crisis has helped the Eurozone’s economy through increasing inflation and stimulating economic growth by providing access to cheap capital directly to the financial sector and indirectly to domestic governments. However, the adoption of new QE programs by the ECB is expected to have less of an effect on price stability and growth while the systemic risks are increasingly destabilizing. The question remains why the ECB pursued new QE programs, despite these risks and the growing opposition towards the programs.
[bookmark: _Toc44176718]3.2 Analysis: Failure to regulate the crisis of financialization  
In order to understand the emergence of QE programs in the ECB’s monetary policy, it is necessary to analyze the Eurozone’s regime of accumulation. Regimes of accumulation are not stable but pervaded by contradictions which can increase to the extent that they result in (temporary) crises. The dominant growth model of the Eurozone thus carries instable elements that need to be regulated in order to continue capital accumulation. As will be shown, the Eurozone’s biggest instabilities are formed around low inflation rates, low growth rates and rising debt levels. These instabilities have been at the root of the financial and sovereign-debt crisis, which ultimately led to a prolonged period of economic downturn. To understand how the adoption of QE programs by the ECB has helped stabilize the regime of accumulation in the Eurozone, it is crucial to further analyze how the instabilities manifest themselves in the economy.
[bookmark: _Toc44176719]3.2.1 Development towards Financialization 
The European Union and with it, the Eurozone, were established to facilitate ever growing cooperation between the member states. Since its emergence, the Eurozone has been the second largest economy in the world with only behind the US. The Eurozone has - and in particular Frankfurt - developed itself to be a major financial center in the world. The introduction of the Euro, which challenged the Dollar as world-currency, has certainly improved the economic position of the Eurozone as it provided more autonomy from the US (Tooze & Odendahl, 2018). However, the general economic trend of the Eurozone is problematic, to say the least, as the Eurozone has been struggling with maintaining economic growth since the crisis of 1970 and inequal development between member states (World Bank, 2020, see figure 3.3). Though former Soviet countries, like Slovakia and the Baltic states, experienced high growth rates in the years after declaring independence, the ‘engine of the Eurozone’, Germany, has been struggling with low growth rates, high unemployment and low inflation for decades (Staehr, 2015: Vojtovic & Krajnakova, 2013: Lapavitsas et al. 2010, p. 330-335). This is especially true for the period after the financial crisis of 2007-2008, where economic stagnation has been the prevailing pattern (De Grauwe & Ji, 2016: see figure 3.3).  Since the 1970’s there has been a shift from a Fordist growth regime towards a finance- or debt led growth regime in larger parts of the world, including the Eurozone (Boyer, 2010: Krippner, 2005). In line with regulation theory, the economic stagnation crisis of 1970 provided the context for transitioning to this new phase of capital accumulation (Hein, Dodig, Budyldina & 2014, p. 3). The Fordist accumulation regime had provided the foundation for an unprecedented stable period of growth since the end of the second world war, due to its crucial compromise between capital and labour (Boyer, 2010). Central to this regime of growth was the institutional environment that favoured mass production and mass consumption (Hein, Dodig & Budyldina, 2014, p. 4). Under this growth regime, state intervention was based on Keynesian principles. It provided the social and economic basis for prolonged growth through immense fiscal policies aimed at ensuring full employment and redirecting part of corporate profits to employees, stimulating demand (ibid.). The Fordist growth regime was characterized by a high degree of production orientated growth. However, this mode of development entered a crisis when the rate of profit declined, effectively lowering future demand, which sparked instability (Brenner and Glick 1991, p. 97). To stimulate consumption and economic growth, other financial means were necessary to continue accumulation of capital.Figure 3.3: Economic growth rate – Eurozone (1960-2015)

Source: Own graph. Data from World Bank (2020)

[bookmark: _Hlk42341065]Since the crisis of the 1970s, new growth regimes have emerged. The most prominent, the debt led growth model, has gained dominance across much of the industrialized world, characterized by the alliances between investors/ rentiers and managers (Hein, Dodig & Budyldina, 2014, p.4). The transformation to the new growth regime was accelerated by the emergence of information technology and the expansion of financial liberalization policies (Aglietta & Breton, 2001). Sawyer (2015) argues that the defining characteristic of financialization is the increasing capability of the financial sector to influence economic, political, and social decision-making processes. The first main difference in comparison to the Fordist accumulation regimes is that the individual, rather than the government, is held responsible for the stability of the financial system, which is referred to as privatised Keynesianism (Crouch, 2009). Under the former system, domestic governments would take on debt in order to stimulate the economy in times of economic downturn. In the new system, individuals were stimulated to do so (ibid., 390). At the same time, the restrictions on the financial sector were partially lifted. This liberalization of financial standards allowed the sector to engage in high-risk, high reward investments, like non-performing loans. The neoliberal ideology that gained popularity after the crisis of 1970 also allowed corporations to branch out to different countries, increasing competition and lowering profitability for many companies. This led to a stagnation of wages for individuals who, in line with the liberalization of the financial sector, took on more and more debt in order to maintain their purchasing power (Epstein, 2005). The decreasing real economic growth rates in developed countries is in line with the development towards financialized growth regimes (Krippner, 2005: Epstein, 2005). Boyer (2000) argued that the finance-led accumulation regimes, of which there are multiple species, are mostly unsustainable in the long term. The economic crisis of 2007 portrayed the fragility of this system which ultimately led to bailouts by governments, increasing public debt. At the same time, central banks were forced to take action and counter the deflationary trap (Hein, Dodig & Budyldina, 2014, p.8). Paradoxically, the crisis did not lead to reassessment of the finance-led accumulation regime or any major reforms or regulation of the financial sector. Therefore, claims that the main mode of regulation, the alliance between managers and shareholders, is still standing (Boyer, 2013: Bieling, 2013, p. 284). Following the analysis above, the development towards a more finance-based growth regime within the Eurozone was facilitated by a neoliberal ideology, which subsequently can be seen as the contemporary hegemony in the region. The next section of the empirical analysis will display the changes in the Eurozone’s growth regime, further substantiating the dominance of the neoliberal hegemony within the region.
[bookmark: _Toc44176720]3.2.2 The Eurozone: Trends in accumulation
Productive versus financialized accumulation
Before the establishment of the EMU, the domestic economies of the European states were focused on manufacturing, having a high degree of productive accumulation (Eichengreen, 2008). However, since the 1970s the economies of the Eurozone have undergone a transformation from production-orientated growth regimes based on Fordism towards more financialized growth regimes (Bieling, 2013: Epstein, 2005: Lapavitsas et al., 2010: Duman, 2017). The increasing importance of the financial sector in the Eurozone can be displayed through careful analysis of the region’s economic activities and its economic policies. Even though the Eurozone houses three of the world’s largest manufacturing nations, the level of (re)investment into the real and productive economy has been declining throughout the Eurozone since the 1960s. This is demonstrated by the decline in gross capital formation illustrated in Figure 3.4. During the height of the financial crisis, prior to the sovereign-debt crisis, the gross capital formation in the Euro area reached a low of 19.5%. After this low, the investment rate did increase but remained low in comparison to earlier years. The decrease in investment in the productive sectors of the Eurozone does not necessarily point towards an increase in financialization. However, it does show that the focus of investments has shifted away from productive assets.Figure 3.4: Gross Capital Formation – Eurozone (1970-2018)
Source: Own Graph. Data from World Bank (2020)

Over the same time period, the Eurozone’s stock market of domestic listed companies has grown immensely relative to the Eurozone’s GDP. This development can be partially accounted for by the above-mentioned decreasing investment in productive assets, as capital needs to be [re]invested for it not to lose value. The development of the Eurozone’s stock market capitalization is displayed in Figure 3.5. During the 1970s, the domestic stock markets of individual member states were relatively small compared to their GDP, yet over time the capitalization in proportion to the respective GDP increased, finding peaks around 2000, 2007 and 2017 (see Figure 3.5). These peaks coincide with major economic events like the internet bubble during the early 2000s, the financial crisis of 2007-2008 and the trade war of 2017-2018. The increase in stock-values of domestically listed corporations, while investment in productive assets decreases and GDP growth is stagnating indicates that the Eurozone’s regime of accumulation is headed towards more financialization and away from production.
The increasing financialization of the Eurozone can also be depicted through careful analysis of the member states’ common policies regarding the financial sector and capital flows in the run up to the adoption of the Euro. In order for the European member states to establish a single common currency, through which the EU could regain partial competitiveness vis à vis Japan and the US, it was necessary to integrate financial markets. This was done through a continuous process of liberalization, removing restrictions on transnational capital transfers and transnational investment (Bieling, 2013, p. 287). The first European steps towards liberalization of financial markets were taken before the creation of the European Economic and Monetary Union (EMU) through directives on the Single Market Program (ibid). Through directive 88/361/EEC, member states abolished restrictions on movement of capital between persons within the European Economic Community (EEC), precursor to the Eurozone (EEC Council Directive, 1988). The Second Banking Directive, initiated in 1993, granted full freedom for providing financial services throughout the EEC (Bieling, 2013, p. 287). The Investment Services Directive liberalized access to stock-exchange memberships and financial markets for investment firms throughout the EEC (ibid). The Capital Adequacy Directive aimed at establishing uniform capital requirement throughout the EEC (ibid). Finally, in 2000 the Lisbon Strategy, even though declared a failure, outlined that further integration should be accompanied by reforms in the areas of labor and pensions in order to stimulate capital markets (ibid). The subsequent creation of the EMU led to an increase in transparency regarding financial investment while simultaneously stimulating capital mobility. The implementation of these liberalization initiatives, even before the creation of the Eurozone, portray to some extent the financialization within the Eurozone. The policies removed barriers and restrictions for the financial sector through which the sector was able to increase its output and influence. Central to the discourse was the emphasis on maintaining competitiveness with the US and Japan.Source: Own Graph. Data from World Bank (2020b).
Figure 3.5: Market capitalization of domestic companies – Eurozone (1975-2018)

The liberalization of financial markets and the implementation of the Euro had a negative effect on debt levels in the Eurozone (Lapavitsas et al., 2010, p. 333). Household debt levels especially rose in peripheral countries after the introduction of the Euro because of the single monetary policy of the currency. This effectively decreased the interest rates on capital for these countries, as their interest rates - and thus the risk premia on their loans - got tied to the German economy, which inherently had lower risk-premia (ibid., p. 322). The trend in the Eurozone’s household debt is portrayed in Figure 3.6. The general level of household debt increased immensely after the establishment of the EMU and integration of financial markets which points to an increase in financialized accumulation within the Eurozone. The trend has only been halted during the financial crisis of 2007-2008, in which commercial banks were hesitant to lend capital in any form, as they needed the capital as reserves.
To recapitulate, the Eurozone’s manufacturing growth model, which became dominant after the second world war, was based on productive accumulation. Since the 1970s, there has been a shift towards a more finance-led growth model through reclining investment in production and liberalization of financial markets as a process of European integration. This has led to a massive increase in stock market valuations and household debt. The analysis above indicates a development towards financialization in all aspects of the economy.Source: Own Graph. Data from the OECD (2020b)
Figure 3.6: Development of household debt – Eurozone (1996-2018)


Introvert versus extravert accumulation
The economies of the Eurozone’s memberstates have seen a shift in focus from the domestic market towards the international market during the latter part of the twentieth century, spurred by the European integration project. The European project - both the precursors to the European Single Market (ESM) as the ESM itself - have integrated the economies of the Eurozone to a great extent. Prior to the ESM, many member states had restrictions on economic activities such as import tariffs which allowed them to safeguard domestic markets and corporations. These restrictions were lifted one after another through the integration process, which symbolized the transition towards a globalized and open economy (Urwin, 2014). The implementation of the common European market in 1993 allowed the free movement of goods, capital, services and labor, definitively ending restrictions on economic activity from other member states. Since 1998, limitations and restrictions on economic activities from outside the Eurozone have decreased as well. For example, restrictions on foreign direct investment (FDI) have which are displayed in Figure 3.7. As presented, since 2011 there are nearly no FDI restrictions left in the Eurozone. The removal of FDI barriers indicate that the Eurozone is moving towards a more extravert accumulation regime, which depends less on domestic forms of finance, as capital is able to move freely on a transnational basis (Becker et al., 2010). It indicates that the member states of the Eurozone have developed a focus towards the international market rather than the domestic market. The opening up of the internal market, as well as lowering restrictions on FDI in general, show the historical development from individual, introvert domestic governments towards an extravert regime of accumulation within the Eurozone.

To identify whether the Eurozone has an active or passive extravert growth regime, it is necessary to analyze the current account balance of the region. The development of the Eurozone’s current account balance is shown in figure 3.8. Since 2008, the amount of export from the Eurozone in relation to its import has increased, displayed in the rising current account surplus. The current account surplus of the Eurozone drastically increased since 2011 which can be partially explained by the devaluation of the Euro vis à vis other currencies, making European exporters more competitive thus increasing export (Anaraki, 2014). This devaluation of the Euro came about primarily through the ‘exchange rate channel’ of the ECB’s new monetary policy, which increased the money supply, lowering the value of the Euro (Gern et al., 2015: p. 206: Wiedalek & Pascual, 2016, p. 3). The growing current account surplus of the Eurozone, caused by the dominance of export orientated economies, displays an active extravert accumulation regime.
Figure 3.7: FDI restrictiveness – Eurozone  (2003-2018)
Source: Own Graph. Data from OECD (2020c)

Source: own graph. Data from OECD (2020d).

[bookmark: _Hlk42341544]Figure 3.8: Current Account Balance - Eurozone (2000-2018)



Internal imbalances – the financial sector as failed mode of regulation
Overall, the Eurozone’s economy has seen a development towards an active extravert growth regime. However, the economies of the Eurozone vary greatly in terms of import and export, ranging from Germany as the Eurozone’s main exporter to Greece as its main importer. This poses major problems with regards to unequal capital accumulation and development, especially what came to be denounced as the PIIGS-countries; Portugal, Ireland, Italy, Greece and Spain, respectively. Figure 3.9 displays the development of the current account balances of the PIIGS[footnoteRef:2] and Germany since the establishment of the EMU. In short, Germany has been able to increase its export vis à vis the PIIGS through its dominant competitiveness, resting on its labor-wage relation (Lapavitsas et al., 2010, p. 323-324). Prior to the EMU, the PIIGS had the option to devalue their respective currencies in order to maintain competitiveness. However, under the Euro this is no longer possible due to the common monetary policy and fiscal restrains (Lapavitsas et al., 2010, p. 322: Duman, 2017, p. 10). Germany’s structural current account surplus, its overaccumulation, would in time destabilize the Eurozone’s economic system, and so, needed to be regulated. At the same time, the accumulated capital needed to be (re)invested in order to maintain its value. Prior to the financial crisis, Germany’s financial sector invested this capital in high risk financial assets in the US and debt obligations of the PIIGS, which acted as a temporary solution to the problem of integrating inherently different economies under the EMU. However, over time this generated two problems; financial integration with the US and increasing high-risk assets on the balance sheet of financial institutions throughout the Eurozone (Bieling, 2013, p.288). Both problems were major factors in the financial crisis in the Eurozone and the following sovereign debt crisis (Lapavitsas et al., 2010, p. 324-325; Duman, 2017, p. 6-9). Other recipients of German capital exports were the peripheral European member states, the PIIGS, who financed their current account deficits with cheap loans (Lapavitsas et al. 2010, p. 323). Duman (2017) describes this situation as unsustainable in the long term, as there is a permanent money flow from the surplus countries i.e. Germany to the PIIGS. This money flow, primarily in the form of loans, exercises major constrains on the economies of the PIIGS in the long run (ibid). It indebts the PIIGS countries for their lack of economic competitiveness, forcing them in a negative debt spiral, as higher levels of government debt mean higher risk of default which subsequently increases yields on loans through capital markets (ibid). During the financial crisis - in which domestic governments were forced to bail out several financial institutions due to their exposure to high risk assets - the problems regarding increased debt levels in the PIIGS-countries became apparent. The additional increase in government debt caused by bail outs of private institutions resulted in the European Sovereign Debt crisis, in which either of the PIIGS risked defaulting on their debt. [2:  This thesis uses the term PIIGS to refer to the EU member states: Portugal, Italy, Ireland, Greece and Spain. It does not uphold or support the negative connotation connected to the term. It merely serves as a vehicle to address these countries. ] 
Source: Own Graph. Data from OECD (2020d).

In sum, the regime of accumulation of the Eurozone has become more extraverted with the integration of the European economies through the removal of barriers on transnational capital flows. Since the financial crisis of 2007-2008, there has been a general trend towards an active extravert regime of accumulation. However, the process of overaccumulation in the German economy has led to instabilities in the Eurozone’s regime of accumulation, namely: investments in high risk assets by the financial sector and subsequent integration with the US economy while simultaneously indebting the governments of the PIIGS-states.[bookmark: _Hlk42341568][bookmark: _Hlk42341569]Figure 3.9: Current Account Balance PIIGS & Germany (2002-2018)

[bookmark: _Toc44176721][bookmark: _Hlk42341123]3.2.3 Responses to the financial crisis – Necessity of QE
The instabilities of the European regime of accumulation became apparent during the financial crisis of 2007-2008. Since the 1970s, the Eurozone’s financial sector - and especially the German banks - had invested their capital heavily in high risk assets in the continued search for higher yields. This had [un]intentionally interwoven the Eurozone’s financial sector with the financial sector of the USA (Gowan, 1999). When the first large bank, Lehman Brothers, fell due to overexposure of mainly subprime mortgages from the US, the consequences spread like wildfire among other financial institutions, first in the US, later in the rest of the world. The financial sector in the Eurozone, due to decades of increased globalization and financialization, was no exception to the crisis. Financial institutions were hit hard, the value of their assets decreasing by billions over months. Consequently, interbank lending halted. This made it impossible for financial institutions in dire need of capital to gain liquidity. This resulted in several bankruptcies, a credit crunch and steep decline in economic performance throughout the Eurozone (Duman, 2017, p. 9-10: see Figure 3.3).
The failure to regulate the crisis
To cope with the consequences of the unfolding economic crisis, the EU and its member states set up stimulus packages to keep financial institutions from filing for bankruptcy (European Commission, 2008). The logic was that key financial institutions, like ABN-AMRO of the Netherlands, the German Commerzbank or the Bankia of Spain, were deemed ‘too big to fail’, which referred to the possible domino effect that these institutions would spark among the rest of the financial system through their bankruptcies (Goldstein & Véron, 2011, p.3-4). This was, again, thanks to the decades of globalization, reduction in barriers on capital flows and subsequent mutual dependence between financial institutions. The costs of the several banking failures during the financial crisis in the Eurozone are estimated to be between €500-800 billion (European Commission, 2008, p. 10). In order to explain the emergence of QE as part of the monetary mode of regulation, it is first necessary to discuss other regulatory mechanisms.
Inclined to save the European financial system from complete meltdown and counter the economic crisis, the European commission initiated the European Union Recovery plan in November 2008. This plan entailed a broad range of actions centered around two main pillars; injection of purchasing power into the economy to stimulate confidence and short-term action to boost the EU’s competitiveness, respectively (ibid. p. 2-3). The plan had a budgetary impulse of €200 billion, or 1.5% of the EU’s GDP. In the plan, the commission recommended that domestic governments should use the ‘financial support provided to the banking sector to encourage a return to normal lending activity’ (ibid., p. 6). Through adoption of the plan, the commission allowed member states to break with the stability and growth pact, allowing for higher fiscal deficits. The core take-away of the plan was that member states had to finance the bail outs of their own financial institutions while the EU would focus on spurring aggregate demand in the EU and thus the Eurozone (Welch, 2011, p.485). Consequently, the bail outs of financial institutions were to be regulated on the domestic level, which implied that the rescue of banks and financial corporations was to be paid for with taxpayer money. The additional cost of the bail outs, on top of the economic downturn, massively increased fiscal expenditure and subsequently outstanding government debt of member states, especially the PIIGS (Duman, 2013, p. 15-16, see Figure 3.10). Both the recovery plan and the domestic stimulus packages aimed at resolving the crisis in the short term, enabling and stimulating the further rise of government debt (Welch, 2011, p. 486). In late 2009, crisis hit the Eurozone’s capital markets as fear grew of Greece defaulting on its debt. Similar situations occurred in the other PIIGS-states. The fear of default increased the risk-premia on debt obligations of the PIIGS, which increased the interest rates loans to these countries. This created a ‘doom-loop’ between domestic governments and the financial sector as the values of outstanding government bonds fell, so did the value of portfolio of the financial sector, as they are the main purchaser of government debt. This in turn reduced the financial sector’s solvency and increased the need for government financing. If not for the ECB, this would have plunged the PIIGS into a negative debt-spiral, with ever increasing need for capital while simultaneously increasing the cost on capital. With the exception of Ireland, none of the PIIGS have made much progress in reducing their government debt since the height of the sovereign debt crisis. Source: Own Graph. Data from the OECD (2020a)

[bookmark: _Hlk42359122][bookmark: _Hlk42359123]Figure 3.10: Government Debt – Eurozone & PIIGS (1995-2018)

Initial response of the ECB
Both the rescue plan of the European Commission and the bail out programs of member states failed to stabilize the Eurozone’s accumulation regime during and after the financial crisis. Contrarily, these state-led modes of regulation further destabilized the growth regime through stimulating debt accumulation among member states, which eventually plunged the EU/ Eurozone into the European sovereign-debt crisis (Lapavitsas et al., 2010, p.360). Massive bail out packages for the PIIGS, provided by the International Monetary Fund (IMF), the World Bank and the EU, combined with austerity measures forced by the same international organizations, temporarily prevented government defaults and subsequently the fall of the Euro. However, the regulatory interaction of the international regime, was not able to stabilize the Eurozone’s growth regime, due to the ever-growing government debt, the increasing interest rate paid on this debt and the decreasing tax revenue throughout the Eurozone (Jansen, 2010: Elliot et al. 2013). 
Instead it was the ECB, and in particular the ‘Whatever it takes’-speech, that brought back stability to the Eurozone’s capital markets (Afonso et al., 2018: Boeckx et al., 2014). This event increased investors trust in the capacity to repay outstanding debt among the PIIGS, effectively lowering the interest rates on the issuance of new bonds, redirecting capital markets ‘back to normal’. With the capital markets acting ‘normal’, domestic governments could again finance their fiscal deficits through further indebting their countries. At the same time, the ECB introduced the LTROs and APPs which increased liquidity in the financial sector, stimulating interbank lending and consumer borrowing. The collapse of the Euro[zone] had been prevented. However, the ECB’s monetary policy did not solve any underlying problems of accumulation in the Eurozone resulting from the financial integration of inherently different economies (Bieling, 2013: Duman, 2013). Instead, the liberal monetary policy of the ECB has allowed for the emergence of what Bieling (2013, p. 295-296) calls state-backed financialization. This entails the further development of financialization throughout the economy while simultaneously shifting risk towards tax payers and the domestic state. This refers to the process in which the financial sector invests in assets with high risk, knowing that their exposure to the risk is covered by states through bailout programs. This process subsequently increases the risk-appetite of the financial sector. To facilitate this process, the ECB introduced QE programs.
Facilitating state-backed financialization – Adopting QE
The adoption of QE (for an overview of its mechanisms, see Section 3.1) allows the ECB to buy government bonds on the secondary market from financial institutions. This lowers the exposure of the financial sector to the risk of default of domestic governments, decreasing the likelihood of a doom loop, like seen during the sovereign debt crisis (De Groen, 2015, p.7-8). It allows financial institutions to offload large parts of their positions in domestic government debt against attractive rates, which both lowers the risk of a doom-loop scenario as well as provide new capital to invest. This new capital is, through the portfolio-rebalancing channel explained in Section 3.1, invested into high-risk assets, creating a crisis-prone financial system. At the same time, the implementation of QE programs lowers the costs on capital for domestic governments, enhancing their capability to take on debt. This in turn consolidates the position of domestic states as the main regulators of the economy, as their dependency on the financial system as main purchaser of government debt is still intact.  Consequently, the domestic governments are capable of bailing out the financial sector again in times of crisis, which is made possible by the lower costs on capital. This facilitates the continuation of financialization within the Eurozone.  
In sum, to stabilize the crisis in the financialized growth regime of the Eurozone, domestic governments bailed out financial institutions at risk of bankruptcy from overexposure to risky assets, transferring the costs of these high-risk investments from financial institutions to tax payers. Through the adoption of QE programs, the ECB ensured this state-backed financialization process can continue over time, through lowering the costs on capital, increasing domestic states’ ability to increase their debt levels. The development of the material structure provided by the Eurozone’s regime of accumulation and its subsequent modes of regulation has allowed for increasing financialization of society (see illustration II). The adoption of QE by the ECB fits the neoliberal discourse of which the financial sector seems to be the main benefactor. 


Illustration II: Emergence of QE as a mode of regulation 
[image: ]
[bookmark: _Toc44176722]3.3 Analysis: Facilitating Finance-led Growth 
The Eurozone’s regime of accumulation is increasingly characterized by financialization rather than production-orientated accumulation. Through this process, the financial sector has taken a dominant position within society through which it has increased its power. It is thus in the interest of this group to keep the financialized accumulation regime stable and on an expansionary slope. The adoption of QE programs as part of the ECB’s monetary policy stimulates the financialization process by providing financial institutions with new liquidity while simultaneously increasing the capability for domestic states to bail out any financial institutions in need of capital through cheapening debt. This part of the analysis will therefore investigate to what extent the financial sector has been able to push its agenda with the implementation of QE as monetary policy. First, the social relations between the ECB and financial capital is established, denoting the historical development between them. Next, the position of financial capital towards the adoption of QE as part of the ECB’s monetary policy is studied through careful analysis of position-papers and reports of particular financial institutions. This, in combination with the tightening social linkages between the ECB and financial capital, will serve as the main arguments for claiming that financial capital was capable of steering the ECB’s monetary policy in favor of their own interests. Finally, to further validate the dominance of financial capital within the Eurozone and to support the argument that the ECB acted primarily in favor of the financial capital fraction, an analysis will be done on resistance groups. It will be shown that the ECB purposefully decisively neglected the opposition in deciding to readopt QE and instead willingly chose to back the financial capital fraction.
[bookmark: _Toc44176723]3.3.1 Growing bonds between financial capital and ECB 
The ECB is considered to be the most independent central bank in the world, scoring the highest ratings on both political and economic independence-indexes (Weber & Forschner, 2014, p. 47-49). However, since the ‘whatever it takes’-speech of 2012 and subsequent adoption of unconventional monetary policies, concerns have been raised on the decreasing level of the central banks’ independence (Weber & Forschner, 2014). As such, the concerns have primarily discussed the loss of political independence through adoption of QE policies, as it allows member states governments to increase fiscal spending (ibid, p. 50). Nevertheless, the ECB’s increasing involvement with the financial sector, as documented by Corporate Europe Observatory (CEO), a research and campaign group that exposes corporate influence over EU policy-making processes, has led to accusations regarding further loss of its alleged independence (CEO, 2016: Haar, 2017). The tightening relations between the European institutions, including the ECB, and financial capital can historically be displayed by the lack of re-regulation of the financial sector after the financial crisis (Bieling, 2013, p. 294-295). The main new regulatory institution created after the crisis was the Single Supervisory Mechanism (SSM), which was established to oversee the stability and solvency-rate within the financial system, with the ECB at the steering wheel. The establishment of this institute created new incentives for financial capital, besides the already existing incentives of influence over monetary policy, to lobby within the ECB for more favorable results. Through lobbying financial capital is capable of setting agenda for regulation, creating loopholes within the legislation or outright stop new regulation from being established (Haar, 2017). 
Financial groups, like the Group of Thirty (G30) have been tightening relations to the ECB since the outbreak of the financial crisis. They have tried to influence the ECB’s policies or obtain information about future monetary policies (CEO, 2016: Haar, 2017). And they have been successful (ibid., Bieling, 2013, p. 294-295: Braun, 2017). These groups, formally not considered as lobbying groups, consist of top-tier financial personnel from major financial institutions throughout the Eurozone. The G30 considers itself a ‘consultative group on international economic and monetary affairs’, whose members include former ECB president Jean-Claude Trichet, president of the Dutch Central Bank (DNB) Klaas Knot and also former prominent members of private institutions like Jacob Frenkel of JPMorgan Chase (Group of Thirty, 2020). Mario Draghi, at the time of his famous ‘whatever it takes speech’, was also member of the G30 (CEO, 2016a). Over the past years the interactions between the ECB and the private sector, often done through this group, has been more than dubious. Multiple incidents occurred in which the ECB ‘spilled-its-beans’ with regards to future monetary policy in company of these private institutions (CEO, 2016a). The ECB’s regulation with regards to meeting actors from private institutions has been sharpened since, yet more members of the ECB’s governing council have participated in meetings (ibid). Consequently, the ECB established the Ethics Committee, who were tasked to ‘provide advice and guidance to the ECB’s high-level officials and ensures that the ethical rules are implemented adequately and coherently’ (ECB, 2020a). The committee is to be composed of three external members ‘whose independence is beyond doubt’ (ibid). The first chairman of the committee was Jean-Claude Trichet, president of the G30, displaying the revolving-door mechanism between the ECB and financial-industrial nexus. 
The tightening social relations between financial capital and the ECB can also be displayed through examining the number of external experts and advisor affiliated with financial institutions (Haar, 2017). The ECB consults 22 advisory groups who provide the ECB with information on developments of key financial institutions for all aspects of the Eurozone’s monetary policy. The groups hence provide regular recommendations for the governing council. These ‘expert’ groups have a total of 517 seats available to be filled. Research found that 98%, or 508 seats, were appointed to representatives from private financial institutions, creating a huge bias in the recommendation-reports (Haar, 2017, p. 4). About two thirds of the seats are taken by financial organization under supervision of the ECB (Haar, 2017, p. 3). 64 of the total 144 entities with seats in the advisory groups are not entered into the EU’s lobby register (Haar, 2017, p. 18). The institutions with the highest number of seats, displayed in Table 3.1, are coincidentally appointed to some of the biggest private financial institutions in the Eurozone, all under supervision of the ECB (Haar, 2017, p. 8). [bookmark: _Hlk42686529]Table 3.1: Ranking of the financial institutions with highest
 number of advisory seats in ECB

	Rank
	Name of Company
	No. of Seats

	1
	Euroclear
	23

	2
	Deutsche Bank
	18

	3
	BNP Paribas
	17

	4
	Societé Générale
	16

	5
	UniCredit
	15

	6
	Citi
	13

	6
	Commerzbank
	13

	7
	Clearstream
	12

	8
	Crédit Agricole
	11

	8
	Intensa Sanpaolo
	11

	8
	Nordea
	11

	9
	Santander
	10

	9
	Monte Titoli
	10

	9
	BNY Mellon
	10

	10
	HSBC
	9

	10
	ING
	9






The analysis above has shown direct links between the ECB and financial capital through multiple mechanisms. For one, there is consistent, and perhaps unlawful, contact between members of the ECB governing council and the financial sector. At the same time, movement of personnel between the ECB and the financial sector, often referred to as a ‘revolving door’ in which former legislators become members of the industry and vice versa, has increased. Through this revolving door, the interwovenness between the ECB and the financial sector becomes more apparent, and it should be openly questioned whether or not the revolving-door mechanism decreases the ECB’s independence.  Finally, the advisory groups of the ECB have a structural bias towards the interests of the financial sector due to the overexposure of seats taken by personal from this same sector. This results in conflict of interests, lack of transparency and growing influence of the financial sector over the Eurozone’s monetary policy.  Source: Own Table. Data from Haar (2017, p. 8). 

[bookmark: _Toc44176724]3.3.2 Recurring demand for QE 
To analyze the agency of financial capital, BNP Paribas, Deutsche Bank and UniCredit have been chosen as proxies the capital fraction. BNP Paribas is the largest bank within the Eurozone, located in France, with an approximated total worth of assets of nearly €2.2 trillion (Rudden, 2020). Deutsche Bank, Germany’s largest bank, even though nowhere near their highs of 2008, follows with an estimated €1.3 trillion (Rudden, 2020a). UniCredit is Italy’s biggest bank and has a total worth in assets estimated around €855 billion (Rudden, 2020b). The three banks have been selected on size and number of seats in the advisory organs of the ECB. Subsequently, the three banks cover the three largest economies within the Eurozone which should give adequate representation of the financial system.
Prior to the introduction of QE, the European banking system remained relatively weak, as many banks held low excess reserves and high volumes of high-risk assets on the balance sheet (ECB, 2014, p. 57). Major banks, like BNP Paribas were in need of new monetary policies to help resolve liquidity problems. In the Investment Outlook of BNP Paribas in 2014 they argued ‘The ECB should be in even less of a hurry to tighten [monetary policy] than the Fed’ (Leenders, 2014, p. 11). Subsequently, they argued that ‘Rising interbank rates, due to banks repaying previous LTRO loans and dwindling excess reserves, could also trigger ECB action. That said, any new loans would have to be issued at more favorable terms than apply to those currently being repaid’, emphasizing the need for additional cheap capital (ibid.). Deutsche Bank and UniCredit were facing difficult financial times as well, which is expressed in the decrease of their credit rating (Deutsche Bank, 2014: Moody’s, 2014). The revision of credit ratings of financial institutions was initiated under the new Bank Recovery and Resolution Directive, which aims at safeguarding the stability of the financial system. In order to regain former credit ratings, financial institutions needed to recapitalize their reserves and strengthen their balance sheets. QE has provided for both. 
The productive sector was also interested in cheap liquidity for themselves but also for consumers, as this stimulates consumptions and thus increases profit. In Shell’s Annual report it noted that ‘Shell has significant financial exposure to the euro and could be materially affected by a significant change in its value or any structural changes to the European Union (EU) or the European Economic and Monetary Union affecting the euro. While we do not have significant direct exposure to sovereign debt, it is possible that our partners and customers may have exposure which could impair their ability to meet their obligations to us. Therefore, a sovereign debt downgrade or default could have a material adverse effect on Shell’ (Shell, 2014, p.11). At the same time, there were doubt about Shell’s own ability to gain additional capital in times of need, articulated like ‘Should our access to debt markets become more difficult, the potential impact on our liquidity could have an adverse effect on our operations’ (ibid). The adoption of new monetary policies by the ECB, like QE, and in particular the implementation of CSPP, would have benefitted companies like Shell majorly. This is underlined by research done by CEO, who found that a large amount of bonds purchased under CSPP helped finance multinationals like Shell (CEO, 2016). 
In sum, the analysis above has shown that the financial-industrial nexus, and in particular the banking sector, had direct incentives to lobby for the introduction of QE in 2014. The narrative provided in annual reports of the financial and productive sector have described the need for new monetary tools as a necessity for financial stability. The adoption of QE provided a way for the financial sector to offload high risk assets to the ECB, which increased both profits and solvency rates. This in turn decreased public incentives to reform the financial sector, as the sector regained its ‘health’. At the same time, it can be argued that the financial sector, through transnational groups like the G30 and ERB have played an active role in postponing and counter reforms (Bieling, 2013, p. 294-295). Subsequently, the introduction of QE helped stabilize the financial sector and helped reproduce the finance-led regime of accumulation in the Eurozone.
Re-starting QE – Contradicting Arguments
Since 2016, financial institutions have taken a more nuanced position towards further QE programs, as is shown by Deutsche Bank, who emphasizes the decreasing profit base of the financial sector due to long term low interest rates (Folkerts-Landau, 2016: Deutsche Bank, 2019, p. 42). This claim is supported by BNP Paribas in their 2017 Investment Outlook, stating ‘Increasingly, unconventional monetary policy measures such as quantitative easing, having served their initial purpose, are becoming burdensome to the financial system’ (BNP Paribas, 2017, p. 4). Both Deutsche Bank and BNP Paribas argue that QE is lowering incentives for investors to invest in the Eurozone, displaying a lack of competitiveness and subsequent profitability. The main argument of the financial sector against the use of QE as part of the monetary policy of the ECB is the lack to address the structural economic problems in the Eurozone. Even with the immense scope and budget the ECB has used for its QE programs, real economic progress and growth is still scarce within the Eurozone (Eurostat, 2019). This is highly problematic as the financial sector still ultimately depends on economic growth in the ‘real’ economy (Becker et al., 2010, p. 227). If the production sphere is not able to deliver economic growth, while debt levels increase over time, another economic crisis will be at hand. Crisis will inevitably lead to new regulation of the banking sector, which the finance-industrial nexus wants to avoid at all cost as it will likely lead to less profits through the financial sphere. QE, which stimulates the acquisition of debt while being unable to address structural problems in the economy, therefore increases the risks of unsyncing the accumulation of capital and the accumulation of debt. 
Moreover, during the initial three-year long QE program, the ECB bought up high-quality government bonds from the secondary financial markets, which benefitted the financial sector. As more and more high-quality assets vanished from the markets, through constant purchasing pressure from the ECB, the financial sector was forced to reinvest their capital into assets with higher risks (see Chapter 3.1). This process can only be maintained by backing up adequate capital reserves, which can be either cash deposits or high-quality government bonds. The latter has become scarce due to the QE programs of the ECB [and the QE programs of other central banks around the world]. High-quality bonds can be temporarily borrowed from the ECB, for a fee, through the securities lending program. This constitutes a mutual dependency between the ECB and the financial sector, as the ECB needs the financial sector to operationalize its QE programs yet at the same time the financial sector is dependent on capital/ bonds from the ECB to back up its risky investments. The scarcity of quality collateral, and the subsequent need to borrow them from the ECB, is reflected by an increase in premia on lending these bonds, subsequently named the ‘QE-premium’. This can be marked as a direct negative impact on the profitability of financial institutions (Van den End, 2019, p. 3). This is accentuated by the surpluses of domestic government such as Germany and the Netherlands, which have lowered their demand for borrowing money, effectively lowering the quantity of triple-A bonds. 
On the other hand, Jean Pierre Mustier, chief executive of UniCredit Group and president of the European Banking Federation (EBF), has been reluctant with his concerns regarding the restart of QE. He acknowledged that financial institutions are to some extent making less profits due to low interest rates yet he also argued that financial companies might be less profitable without QE because the economy wouldn’t be performing as well without it (Mustier, 2019). Reflecting on the current economic situation in the Eurozone, Mustier responded that the ECB should ‘consider buying index-based bank debt as part of the ECB quantitative easing measures, in addition to the corporate and government debt currently in the ECB programme’ (ibid.). He thus argued that the ECB should proceed in buying even more bank assets, providing more liquidity to banks for investment. He further argued that the completion of the Banking Union should be rushed in order to maintain competitiveness with the US (ibid). Mustier emphasizes the need for a leveled playing field throughout the Eurozone in order to maintain competitiveness with the rest of the world.  
The document analysis above provides somewhat contradicting evidence for the position of financial capital towards QE. Since 2015, incentives for financial institutions to uphold QE have been decreasing. This is due to diminishing marginal returns of QE on the Eurozone’s economy supported by the inherent eroding of bank profits due to low interest rates and yields. On top of this is the decreasing availability of high-quality assets, which act as collateral for the high-risk investments of banks. This stimulates dependency on the ECB and increased operational costs, as collateral has to be systematically borrowed through the securities lending program. At the same time, the indirect nature of QE-mechanisms allows banks to make a profit on selling government bonds to the ECB. Moreover, they are still able to offload any high-risk non-profitable assets to the ECB. Finally, QE still increases overall economic performance in the Eurozone, even though diminishing over time, through which banks profit. The restart of QE program by the ECB in 2019 was not met with a big resistance from the financial-industrial nexus, even though there are arguments to be made it is hurting the profitability of their organizations while being unable to address structural economic problems. The lack of resistance from financial institutions regarding the new QE programs can thus be seen as an argument that they still benefit more from QE than they lose. Subsequently, the ECB does not force any of the financial institutions to incorporate QE, yet many [if not all of them] still use some of the mechanisms of QE to increase profitability and stay solvent. 
[bookmark: _Toc44176725]3.3.3 Finance serving society – Resistance 
The ECB has been facilitating the interests of financial capital rather easily as outlined in the chapters above. Social forces opposing further liberalization and state-backed financializing policies in the financial sector, like Corporate Europe Observatory or Finance Watch, have been neglected by the ECB. Finance Watch is an independent non-governmental organization that was established in the wake of the financial crisis (Finance Watch, 2020). The organization was set up as a counterweight to the increasing financial lobby and its subsequent power over policy-making institutions. Central to their organization lies the claim that financial institutions should serve the real economy, showing a clear disapproval of further financialization within the sector (ibid.). The organization disapproves of adopting QE programs as part of the ECB’s monetary policy as they facilitate state-financed bank bail outs, which conserves the appetite of the financial sector for investing in high-risk financial assets which in turn led to the financial crisis. They argue that there is no demand for liquidity in the financial sector or in the real economy and that QE is therefore unhelpful in tackling low growth rates (Finance Watch, 2018, p. 12-13). The group has different views on how to tackle financial instability, dependence on the financial sector and low growth rates throughout the Eurozone. In particular, they have radical different views on how to stabilize the financial sector, centered around the idea of structural changes in the capital accumulation process of financial institutions (Finance Watch, 2020a). Rather than waiting for crisis to occur and bail out crucial financial institutions, Finance Watch argues banks should be forced to adopt structural reforms ex ante. They argue that any initiatives aimed at re-regulating the financial sector were stopped in their tracks by the financial lobby groups (Finance Watch, 2018, p. 13). 
Finance Watch argues that in order to stabilize the financial sector and increase economic growth throughout the Eurozone, there has to be a focus on de-financialization and re-regulation (Finance Watch, 2020a). More concretely, they argue for a separation of credit from trading activities, an increase in capital requirements, a restructured plan for resolving failing banks, an improvement on risk-management systems and an increase in size of deposit guarantee schemes (ibid.). The organization recommends full implementation of the Basel III accord, created in the wake of the financial crisis to provide a more stable framework for financial institutions (Finance Watch, 2018, p. 31). Instead, the EU/ Eurozone has only marginally implemented regulation for financial institutions. Watered down versions of the Basel III accord were adopted after heavy campaigning from the financial industry (ibid). 
Finance Watch has been one of the major NGOs opposing the voice of the financial sector in the debate regarding financial stability. However, there are other actors opposing the adoption of QE as a means to achieve financial stability as well. Positive Money Europe, another non-profit research and campaigning organization focused on achieving a fair and stable money system, together with 44 other civil society think tanks and organizations, have addressed further problems regarding QE. Through analysis of the ECB’s Corporate Sector Purchasing Program (CSPP), part of the ECB’s QE programs, the NGOs show that 60% of the purchased corporate bonds have benefitted polluting industrial corporations (Jourdan & Kalinowski, 2019). This, again, shows the interwovenness of financial and industrial capital as the program mainly benefits big industrial corporations. Since the start of the QE programs, Positive Money Europe has argued that rather than facilitating cheap loans to European multinationals, the ECB should spark domestic demand and target cheap finance among small and medium sized businesses in order to stimulate financial stability (Jourdan, 2016). The NGOs have shifted the debate to how much liquidity should be provided by the ECB to increase financial stability to who should benefit and under what conditions. This is being referred to as ‘Strategic QE’. 
Academics have also posed their concerns on the implementation of QE programs as part of the ECB’s monetary policy. SOMO, a center for research on multinational corporations, publicized a critical article on the effects of QE, stating that the increasing levels of debt created by the policy is worrisome and that the negative consequences of the policies may lay the foundation for new crisis (Fernandez et al., 2018). The academics argue, again, that contemporary QE programs will not lead to a more stable financial system and should be reconfigured. They emphasize the need for further regulation within the financial sector (ibid). 
Other than NGO’s and academics, Blockupy, a transnational social movement, emerged in 2013-2015 to counter austerity measures imposed and supported by the ECB (Blockupy, 2014). The social movement argued that the ECB, due to its inherent undemocratic foundation, should not be able to enforce austerity upon democratically elected government in Greece and Cyprus (ibid.). The movement organized a large protest at the opening of the ECB headquarters in Frankfurt Am Main in 2015, but did not succeed in changing the ECB’s policies. Part of the discussion on social movements opposing the ECB, and specifically the QE programs, should be the problems residing with the technicality of monetary policy. The monetary policies imposed by the ECB directly affect the lives of millions of citizens throughout the Eurozone, even though many citizens do not fully understand its effects due to technical difficulties and limited accessible information. Hence, monetary policy is often out of reach for social movements and forces of resistance which demonstrates the relative ease at which financial capital, for whom technical difficulties are no problem, is able to present its interests as that of the general public towards the ECB.
The Eurozone’s civil society has been vocally addressing the risks of QE for years now, pointing to the unfair gains of the financial sector and industrial multinationals at the expense of tax payers and domestic states. However, they have had little to no success in trying to persuade the ECB, and to a further extend the European Commission, to create additional independent regulatory bodies. The emphasis on concepts like de-financialization, re-regulation, democracy and the focus on making finance subordinate to society are crucial concepts of control for the Eurozone’s civil society, giving primacy to the social democrat conception. Through these concepts, they present a competing narrative to the financial-industrial nexus, who focus on achieving financial stability and competitiveness through a transnational liberalist narrative.  
[bookmark: _Toc44176726]3.3.4 Adopting QE – Neoliberal Hegemony 
Financial stability has become a keyword in the discussion regarding the financial sector in the wake of the 2007 economic crisis, not only inherent to the finance sector itself but to the broader socio-political debate. Competitiveness has been key to the macro-economic performance of the Eurozone for decades, as portrayed by the liberalization policies that came prior to the establishment of the EMU (see chapter 3.2.2). Increasing competitiveness was the primary objective of the financial-industrial nexus for supporting further European integration and for supporting the establishment of the EMU. However, it was this same drive for competitiveness, backed by neoliberal ideology, that led to the financial crisis. Since then, and rather unsurprisingly, discourse surrounding financial stability has been prevalent throughout the Eurozone. 
The argument put forward in this thesis is that the financial-industrial nexus has been the most important group of actors within the discourse on financial stability within the context of the Eurozone. In the previous sections of this chapter the means of communicating with the ECB have been put unfolded, disclosing the potential influence of transnational finance groups like the G30 and the ERB over the ECB. Subsequently, the overwhelming presence of the financial sector in the ECB’s advisory groups supports this notion. Through these interlocks, the financial-industrial nexus has been able to influence the monetary strategy of the ECB since its inception at the beginning of the century. As such it has been capable of mediating the ideology of this transnational class to the ECB and as such steer the discourse on financial stability and competitiveness towards a neoliberal version. The first testimony of this process is the weak financial position of both financial institutions and multinational corporations in the years after the crisis. Even though the financial sector was considered widely as the main perpetrator behind the crisis, the financial sector has been successful in countering any major reforms within the sector. Moreover, the financial needs articulated in annual reports from major banks in the Eurozone from before 2015 have been practically fully implemented into the ECB’s monetary policy, through adoption of QE. Central to the demands were the abundant availability of cheap capital, a leveled playing field in the financial sector and no restrictions on financial services, in line with the neoliberal character of the finance-industrial nexus. Opposing this neoliberal concept of financial stability is the narrative of the Eurozone’s civil society, who have been voicing their concerns with the increasing power of the financial sector. Their narrative on financial stability focusses on the re-organization of the financial system and the creation of regulation binding the financial sector to serve the interests of the wider society. This narrative, although increasing in volume, has been neglected by the ECB in their decision to adopt QE as part of their monetary program. Alternatives, like ‘Strategic QE’ have been brushed aside by the ECB, as this would be against the interests of financial capital. 
The ECB, due to its inherent dependence on the financial sector and due to its close social ties, consciously chose to incorporate the interests of the financial-industrial nexus in its monetary policy rather than the interests of civil society. The increasing financialization within the Eurozone’s material structure in combination with the increasing influence of the financial-industrial nexus’ agency over the ECB’s monetary policy and the consent within the nexus over the neoliberal concept of control has created the context in which the ideology of neoliberalism has achieved hegemony. The continuation of QE in 2019, despite reclining interest from the finance-industrial nexus, constitutes the desperate attempt of the ECB to increase ‘real’ output without structurally addressing economic problems in the Eurozone. This addiction to debt will inevitably lead to crisis.

[bookmark: _Toc44176727]Chapter 4: Conclusion, Discussion & Future Research
The central question of this thesis was: Why did the European Central Bank pursue Quantitative Easing programs? This thesis sought to approach the question within its historical context, which involves uncovering the deeper economic structures within the Eurozone as they are a crucial part in answering the question. In order to do so, insights from a critical realist epistemology were needed. In particular, the ideas from the Amsterdam approach to Regulation Theory were used. Contrary to the statements made by the ECB regarding the adoption of QE programs, this thesis argued that the new monetary policies were not solely introduced to increase inflation rates and stabilize prices. Rather QE was meant to regulate the problems caused by overaccumulation and financialization, enabling the continuation of the financialization process. This thesis sought to question the arguments made by the ECB while simultaneously exposing the increasing rate of financialization within the Eurozone.  
The answering of the research question requires multiple steps. The main instabilities the initial QE programs tended to regulate were the crisis of Germany’s overaccumulation and the subsequent crisis of financialization. Previous regulatory mechanisms, like the bail out programs provided by the domestic governments of the Eurozone did not achieve the needed stability. Contrarily, it led to a new crisis, the European Sovereign Debt crisis. QE tried to regulate these crises through providing cheap capital to both the finance-industrial nexus and domestic governments, which allowed for the continuation of the financialized growth model throughout the Eurozone. The tightening relations between the finance-industrial nexus and the ECB allowed the financial sector to steer the ECB’s monetary policy towards more favorable terms for the finance-industrial nexus, through promotion of their neoliberal concepts of control regarding financial stability and competition. Hence, the ECB adopted QE not only to stimulate inflation and economic growth in the Eurozone but also to provide adequate liquidity to the financial system to stabilize after the crises and to support further financialization, actively neglecting the concerns of civil society in the process. 
This research has aimed at contributing to the further understanding of the socio-political effects of financialization and specifically, its effect on the development of the ECB’s monetary policy. The results show that the finance-industrial nexus has been the dominant actor within the Eurozone’s economy, who, through their tightening social relations and the mutual dependence with the ECB, have been able to steer the ECB’s monetary policy towards their neoliberal ideology. Subsequently, the ECB’s justification on the adoption of QE, which centered around increasing real economic growth, was insufficient. More likely, they implemented this specific form of QE to meet the neoliberal demands from the finance-industrial nexus. 
The analysis has demonstrated the capability of Regulation Theory, and specifically the Amsterdam approach, to study the development of monetary policy as a mode of regelation. By incorporating concepts such as ‘capital fractions’, ‘forces of resistance’ and ‘hegemony’, the lack of agency found in ‘mainstream’ regulation theory has been partially accounted for. These concepts contribute to the explanatory strength of this thesis. At the same time, this thesis tried to expand upon the concepts themselves by displaying the linkages between certain concepts. For example, this thesis has focused on the relation between capital fractions and opposition, the social forces of resistance, which is rather underdeveloped in the theory. However, there have been limitations to this thesis as well. First, this thesis has focused on the finance-industrial nexus as main capital fraction without differentiating between types of finance- or industrial capital. This choice was justified by presenting theoretical evidence for the shared interests between the two capital fractions, which provided a clear research focus. Differentiating between finance- and industrial fractions to the analysis could provide insights into the struggle over comprehensive concepts of control within the fractions. Secondly, this thesis has oversimplified the study on the development of the Eurozone’s economy by analyzing the economic relations between Germany and the PIIGS-countries. This can be justified by addressing the large number of member states in the Eurozone, but it potentially exaggerates or downplays the actual development in the Eurozone. This may damage the explanatory power of the material structure through which QE, as a new mode of regulation, has come about.   
This research has shown that the ECB is not ready to give up on QE easily. During the writing of this essay, in the first half of 2020, the ECB issued a new QE program focused on stabilizing and stimulating the Eurozone’s economy as a response to the global Covid-19 pandemic, called the Pandemic Emergency Purchase Programme (PEPP) (ECB, 2020c). This new program is added to the already existing QE programs. Whereas former QE programs build up their respective sizes over time, this new QE program entails a budget of €750 billion to be spent within the year. That accounts to more than €80 billion worth of additional monthly asset purchases, which is more than during the initial program was ever reached. An avenue for future research could be to critically study the process of adoption this new program. 
A different avenue for future research could be to study the role of global debt levels through a critical realist perspective. The development of global debt levels has been studied through ‘mainstream’ economy and political science approaches aplenty, yet critical political economy needs to make a more prominent contribution to this strand of research. The problem of indebtedness, as shown throughout this thesis, is a structural one and will likely result in another mayor crisis. The role of debt in the global economy and its subsequent [un]sustainability needs further research. This is where critical realism and the regulation theory, more specifically the Amsterdam approach, could make a contribution.     
Although this thesis has explained the ECB’s decision to adopt QE as part of their monetary policy, it is highly doubtful that expansion of QE programs will lead to real economic growth and long-term price stability in the future. Its success depends on many factors and mechanisms with a central role for the Eurozone’s financial system. Future economic instabilities in the Eurozone will likely put pressure on the ECB to continue exercising unconventional monetary policies. The ECB has been able to temporarily stabilize the crisis of financialization through its QE programs by providing huge amounts of cheap liquidity to domestic governments, financial institutions and corporations in the form of debt. However, it has not helped the Eurozone’s economy overcome its structural instabilities. With reclining effectiveness, and increasing opposition from both civil society and the finance-industrial nexus, public support for QE is wavering. The ECB, desperate in their search for tools to increase inflation and economic growth throughout the Eurozone, will most likely not back down from its QE policies. QE is here to stay. Indebtedness is on the rise. 
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