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The European Regulator? Conflicts of interest may also exist for him 
 
A quick internet search on the subject of risk management models in diverse fields of human 
activity, from health to aeronautics, to geology, plant engineering, etc. all have one common 
denominator to their results that is summed up in this one simple sentence: “zero risk does not 
exist”.  
 
The search for absolute security to extreme consequences would lead to planes no longer being 
allowed to fly, trains being held in their stations, blocking any type of progress. 
 
The legislators, regulators and supervisors in the financial sector, which are EU-regulated 
institutions, do not seem to agree with this banal statement, since after more than eight years 
of necessary legislative reforms in the field of financial stability, they continue to change the 
rules, preparing new models, new stress tests in search of the formula that will give advance 
warning and prevent, in every situation, the crisis of a financial institution. 
 
The main regulations, the second and third level rules - implementing the Basel Accords (2, 3, 
3 and half, and maybe 4) - make up the body of regulations with the greatest number of pages 
ever adopted (and it still has not slowed down), with a level of complexity and consequential 
difficulty in interpretation and execution that is unheard of in other productive sectors.  
 
The weight of these regulations, its complex application with little or no proportionality, along 
with its sustained and inherently high level of regulatory uncertainty has obvious diminishing 
effects on the banking sector’s ability to continue to perform its role in the economic system, 
granting credit to businesses and households, thus contributing to growth and job creation. 
 
These trivial observations highlight how even the legislator, the regulator and the international 
and European supervisors are not immune to conflicts of interest. In fact, even the regulator 
and the supervisor, like all the economic agents, tend to maximise the utility of their roles which 
today are exclusively dependent on zeroing out the risk of crisis in the institutions that are 
subject to their regulations and supervision.  
 
The assertion of some European supervisors that “growth is a problem of the governments, we 
need to ensure stability” in response to the objection that too many complex, stringent, and pro-
cyclical rules have a slowing effect on growth appear to be formally correct in the current 
institutional framework, even if not acceptable from a substantive point of view. 
 
This leads to a first policy recommendation. The European regulators and supervisors’ mandate 
needs to be changed by introducing an explicit constraint that limits their mandate with regard 
to the search for absolute stability. The supervisory rules and activities must promote maximum 
stability without undermining economic growth.  
  
 
Based on this rationale, the requirement of periodic impact assessments, preventive and 
successive, needs to be strengthened for every proposed and subsequently adopted regulation. 
These impact assessments, whose methodologies should be better defined, shared and formally 
approved, should be conducted by independent entities with the duty to consult and involve all 
the interested parties, directly and indirectly. 
 
Secondly, acknowledging the existence of potential conflicts of interest requires that the 
accountability safeguards of the European regulator and supervisor be strengthened. 
Notwithstanding the unquestionable autonomy of the regulator and the supervisor, institutional 
solutions are needed that reinforce the principle of accountability for the European Parliament 
and that require the European regulators and supervisors provide more transparency on the 
methods and on the choices of regulatory and supervisory policy (obviously in general and never 
specific with regard to individual cases). 
 



Specific appeal mechanisms against the decisions made by the European regulators and 
supervisors are needed that are easily accessible, transparent and whose decision times are in 
line with those of the markets, obligating the regulator or the supervisor to change their decisions 
if the appeal is accepted, leaving the Court of Justice of the European Union as the last degree 
of appeal.  
 
The brief considerations that I have shared here so far are not an innovative contribution, but a 
simple appeal for better implementation of the general principles, the so-called “better 
regulation”, adopted by the European Commission in the early 2000s. 
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