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The Volcker Shock of the early 1980s was also a defining moment that replaced “full employment” target by “inflation targeting” as the dominant monetary policy framework for decades to come.
On a worldwide scale Andreas Kern, Bernhard Reinsberg, and Matthias Rau-Göhring argue in their study on IMF structural adjustment programs that, central bank independence is neither a neutral nor sacred goal, but rather a critical mechanism within the neoliberal agenda. Their research, which analyzed data from over 120 countries between 1980 and 2014, reveals how IMF conditionalities systematically promote central bank independence specifically to limit government intervention in monetary policy, facilitating capital accumulation for financial elites by prioritizing “inflation targeting” at the expense of broader social objectives such as “full employment” and “equitable economic development” goals.
The global financial crisis, however, showed that this narrow goal was inadequate for ensuring financial stability, challenging the fundamental consensus of the classical central bank independence paradigm. The Fed’s new operating framework adopted in response to the 2008 crisis centered on paying Interest on Reserve Balances (IORB) and quantitative easing (QE). This marked a pivotal moment, embedding the institution deeper within the interests of ruling class power structures. This strategic reconfiguration did not weaken its autonomy but recalibrated it to serve the financial class by embedding the Fed within the architecture of financial power through the following mechanisms:
1. Institutionalizing the Dealer-of-Last-Resort Function: The Fed abandoned its traditional role as a neutral "market-maker-of-last-resort" to become an active "dealer-of-last-resort." It now permanently manages the core funding markets for Wall Street (like the repo market), effectively guaranteeing the liquidity and profitability of the largest financial institutions. This deep, structural entanglement ensures their survival is the primary precondition for monetary policy.
2. De-risking state role: Socializing Risk and Privatizing Gain: By purchasing trillions in toxic private assets (MBS) and government debt, the Fed socialized the losses of the financial class onto its own balance sheet. Concurrently, paying IORB provides a massive, risk-free subsidy to commercial banks for the reserves created by these emergency actions, directly transferring public funds to financial elites.
3. Enforcing Financial Discipline: The framework disciplines the state itself by managing the cost of public debt (via QE and interest rates) and disciplines labor by using the threat of inflation and unemployment to suppress wage demands, all while ensuring asset prices (the primary wealth source for the owning class) remain supported.
Far from a loss of independence, these shifts represent the Fed's adaptation to safeguard capitalist accumulation amid systemic crisis. Its legal protections do not enable democratic accountability but insulate a class project: securing the financial system for elites against popular oversight, using the state's power to socialize the risks of private profit-seeking.

