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CENTRAL BANK HïïDEPENDENCE AND THE G0VERN1ENT-CENTRAL
BANK RELATIONSHIP

Introduction

It has long been recognized that monetary policy should not
be unduly influenced by considerations of political expediency, and
that the best protection against the danger of such influence is to
establish independent central banks. -At the same time, however, the
very nature of the present-day responsibilities of both central
banks and governments in most countries makes it essential that there
be coordination of their respective policies. Accordingly, any con¬
structive definition of the concept of central bank independence in
the world of today cannot be in terms of complete isolation and detach¬
ment from the government. Central bank freedom from political domi¬
nation must be established within a framework which provides a basis
for effective cooperation by both parties on all matters of mutual
interest.

Central Bank independence and the coordination of central
bank and government policies have advantages for both parties. On
the one hand, the government can benefit from the dispassionate tech¬
nical advice which a free central bank can provide on the monetary
implications of proposed economic and fiscal programs of the govern¬
ment. Moreover, by taking appropriate monetary and credit measures,
the central bank may be able to facilitate the implementation of
the government's policies. The central bank can also aid the govern¬
ment by using its prestige as an independent institution to streng¬
then the position of the government vis-a-vis groups which are urging
the government to take economic or fiscal actions which it considers
to be unsound. On the other side, there are many circumstances in
which central banks require, or at least would benefit from, comple¬
mentary action by the government. It is not at all unusual to find
that a given monetary-policy objective can be achieved more readily
if fiscal and other nonmonetary measures are taken in conjunction
with monetary and credit measures.

In brief, monetary and credit policy can be of such assis¬
tance to governments in implementing their programs, and can be
such a threat if used to obstruct or offset their economic and fiscal
policies, that governments are no longer willing to permit central
banks to be completely detached from their sphere of influence.

In these circumstances, there arises a real problem as to
how to preserve an objective and independent outlook on the part of
the central bank while at the same time achieving an effective work¬
ing relationship between the central bank and the government. This
is perhaps the principal problem of central banking in present times.



* I

- 2 -

The changing nature of the government-central bank relationship

The problem of establishing a government-central bank rela¬
tionship that will permit an effective coordination of policies,
while at the same time preserving the advantages of central bank
independence, is of rather recent origin. Its emergence is due in
large part to the breakdown of the belief in the absolute and bene¬
ficial power of the gold standard mechanism.

As long as the gold standard system was functioning, very
few of the policy decisions which central banks had to make called
for consultation or joint action with the government. The govern¬
ment, the central bank and the public largely agreed on a body of
rules which established the proper objectives of central bank ac¬
tion, the determinants of the need for such action, and, finally,
the form which central bank action should take under various circum¬
stances.

The objectives of central bank action were the maintenance
of unrestricted convertibility between the country's currency and
gold at a stable exchange rate. The determinant of the need for
action to safeguard this objective was the "state of the exchange",
or, in other words, the movement of the exchange rate within the
gold points. ^Tien the exchange rate reached the point at which gold
was flowing out of the country, a tightening of credit was called
for, and the more rapid the rate of decline in the gold reserves,
the more vigorous '-ras to be the contraction of credit. Similarly,
when gold flowed in, an expansion of credit was to be permitted.
The means by which the central bank -ras to expand and contract
credit in response to gold movements was the discount rate and,
beginning with the last quarter of the nineteenth century, a com¬
bination of the discount rate and open-market operations. This i<ras
the pattern of central banking in England, and it was generally re¬
garded as a model to be followed by other countries insofar as cir¬
cumstances permitted.

Under this system, therefore, the money supply and the
level of interest rates were to be managed by a set of simple cri¬
teria which were capable of quantitative expression. It was gener¬
ally agreed that this system would work best if managed by independent
central banks with a minimum of government intervention.

In England, these vie™s were reflected in the complete in¬
dependence of the Bank of England to conduct its affairs in accord¬
ance with the enlightened self-interest of the business v/orld, as
represented by the shareholders of the Bank. On the Continent, as
central banks were established there during the nineteenth century,
the government in most of the countries reserved the right to appoint
the Governor or the Chairman of the Board of Administration of the
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1/
central bank. The idea of giving complete independence to a private
institution having special privileges with respect to the issuing of
notes, as the British Government had done, was alien te continental
political thought, which tended to place greater emphasis on the
responsibilities of the State in matters of national interest. Even
in the continental European central banks, however, government inter¬
vention was limited to the role mentioned above. It is true that
there were a few State-owned central banks in Europe in the nineteenth
century - Sweden, Finland, Russia and Bulgaria - but these were re¬
garded as oddities rather than as desirable models.

A central bank was not established in the United states until
1914» following the passage of the federal Reserve Act in the previ¬
ous year. The central banking system provided for by this Act adhered
to the basic principles cf the gold standard doctrine, but placed
special emphasis on the responsibility of the Federal Reserve System
to mitigate some of the disruptive incidental effects of the gold
standard mechanism on a vigorous young economy - especially the re¬
current financial crises and seasonal scarcities of credit.

In the deliberations preceding the passage of the Federal
Reserve Act, much attention was given to the question of the kind of
government-central bank relationship thct would be most appropriate
in the American environment.

There was one school of thought ,fhich advocated a central
bank that would be owned and operated by bankers as a sort- of "ban¬
kers' cooperative," entirely free from government intervention. An¬
other school of thought vigorously opposed the establishment of this
kind of institution and advocated a government-owned institution
that would be operated on behalf of the general public, with due re¬
gard for sectional interests, rather than on behalf of the banking
interests. The central banking system which actually emerged was
deeply influenced by the continental European pattern, and improved
upon it. The pattern adopted was a compromise between the opposing
views on the subject of government participation, just as it was

l/ In the case of the Bank of France (established in 1800), the
Governor and the two Deputy-Governors were appointed by the Govern¬
ment. In the Netherlands, the Chairman of the Board of Administra¬
tion and the Secretary-General of the Bank of the Netherlands (1814)
were chosen by the Government. * similar pattern was adopted by the
Bank of Norway (1817), the National Rr.nk of Copenhagen (1818), the
National Bank of Belgium (1850) and by the Bank of Spain (1856).
See "Les Rapports entre le Trésor et l'Institut d'Emission en France
et à l'Etranger," Statistiques & Etudes Financières. Ministre des
Finances, No. 34 (Paris, Oct. 1951), pp. 763-4).
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also a compromise between the views of those who favored a regional
central banking system and those ^ho advocated complete centraliza¬
tion. The result was a rather complex mixture of private ownership
and of government and private participation in the determination of
policy matters. It represented an elaborate but effective system
of checks and balances designed to minimize the possibility of ir¬
responsible action by any of the participants and to assure the
Federal Reserve System of freedom from domination by any political
or private group.

This system of checks and balances had a great deal of in¬
fluence on the constitution of the governing bodies of central banks,
and on the concept of central tank independence, in the underdeveloped
countries in the nineteen-twenties, especially in latin America. As
in the case of the United States, a well-rounded representation of
the government, commercial bankers and the business community was
sought.

It should he stressed, however, that the representation of
the government on central tenk boards in latin America during the
nineteen-twenties was not for the purpose cf coordinating monetary
policy, in the broadest sense, with the fiscal and general economic
prlicies of the government, which is today a major element in the
relations between central banks and governments. As in the case of
the central banks established on the European continent in the pre¬
ceding century, the principal reason ,Tas more in the nature of safe¬
guarding the public against abuse of the note-issuing authority by
a private or semi-private institution. There was also another reason.
From the standpoint of the commercial banks, government participation
made it easier to establish a central bank with an adequate capital
structure without burdening the commercial banks with what they might
have regarded as an excessive investment in central bank shares, l/
In general, the public had little interest in purchasing such shares
and in some cases the government finally bought many of the shares
originally intended for the public. 'Jhile government representation
on the directorate was not necessarily proportionate to its capital
contribution, its position as a shareholder was accepted as grounds
for entitling the government to some representation, quite apart from
other considerations.

l/ For example, the Report en the praft of a law to Create the
Central Bank of Chile (Bxposicion de Kotivos del Provecto de ley
que Créa El Banco Central de Chile), prepared by the Kemmerer
Mission in 1925, mentions this as a consideration affecting the
size of the government's subscription to the capital of the central
bank in both Colombia and Chile. The Kemmerer Report on a law for
the creation of the Central Reserve Bank of China, prepared in 1929,
emphasizes the same point.



With the ad-rent of the Great Depression, the foundations
which supported the existing concepts cf central hank independence,
and the existing government-central bank relationship, began to
crumble. Governments began to intervene in the economic process much
more directly, and were unwilling to permit the supply, availability
and cost of money and credit to be determined by forces largely be¬
yond their control. In particular, many cf them became unwilling to
allow considerations of exchange-rate stability and of exchange con¬
vertibility to limit actions aimed at relieving unemployment. This
was true in both the developed and the underdeveloped countries.

It became clear that the guiding principles of monetary policy
would have to be altered, that both the determinants of central bank
action and the methods of implementation would require the exercise
of a greater amount of discretion, and that reasonable men could
differ greatly on the nature of appropriate action. The tremendous
growth of the public debt in most countries during the depression
years, and more especially as a result of 'torld War II, has streng¬
thened these developments. The need for coordination of monetary,
fiscal and debt-management policies has taken on new dimensions,
and to a considerable extent has superseded the earlier rationale of
central bank independence.

Largely as a consequence cf these developments, there has
been a strong movement in most countries, with the notaole exception
of the United States, toward increasing the participation of the
government, usually through the medium of the Minister of Finance,
in central tank policy determination, and toward integrating the
central bank into the governmental structure to a greater d egree
than before. In the United .States, it has been possible to enlarge
the responsibilities of the federal Reserve System and to assure a
reasonably satisfactory working relationship iûth the Treasury and
the Executive Branch of the government without reducing the indepen¬
dence of the System, l/

l/ In the United States, the Ranking Act of 1935 made a number of
important amendments to the Federal Reserve Act, principally for the
purpose of concentrating responsibility for national credit policies
in the Federal Reserve Board (whose members are appointed by the
Fresident) and of strengthening the power of the Board to coordinate
the activities of the twelve Federal Reserve Banks. At the same time,
the .Secretary of the Treasury and the Comptroller of the Currency were
removed from the Board, which was reconstituted with seven full-time
members. It was also provided that Board members be appointed for
14-year terms, en a staggered basis. (See Banking Studies. Board of
Governors of the Federal Reserve System, 'Washington, B.C., 1941»
p. 53). If anything, therefore, the independence of the federal
Reserve System vis-a-vis the Treasury was strengthened, although
the influence of the Presidential appointees was increased in relation
to that of the directors of the Federal Reserve ^nks, "ho are closer
to the business community.
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Ownership of central banks

The increased participation of governments in matters of mone¬
tary and credit policy is reflected in the changes in ownership of
central banks. It should be emphasized, however, that a wide variety
of government-central bank relationships is compatible with any given
type of central tank o'-mership. Nevertheless, the ownership of
central banks is of seme relevance to the subject of central bank in¬
dependence and the government-central bank relationship.

Table I shows the amount of capital of central banks in all
countries for which information is available, and the holdings of
the capital shares by the government, the private banks, and by ether
private shareholders. It may be seen from this table that there are
only thirteen cases of central banks that are entirely privately
owned, l/ Fifteen countries have mixed (i.e., government and private
ownership. 2/ In the case of Portugal, however, the government's
holdings of the central bank's shares is almost negligible. In eight
of the fifteen cases of mixed ownership, the government holds at
least half of the total shares. 2/ Mixed ownership is most common
in Latin America.

It should be pointed out that in many cases the influence
which the commercial tanks and other private shareholders as a group
have on central bank policy matters, and even on the routine manage¬
ment of the central bank's operations, is by no means proportionate
to the number of shares they hold. In some cases, holdings of shares
by the commercial banks represents a compulsory financial contribution
to the central bank and carries few if any of the prerogatives of
supervision and control customarily associated with equity ownership.
In such instances, ownership has become little more than a formality
ivithout corresponding powers and obligations, ij

1/ Egypt, El Salvador, French "'est Africa, Greece, Israel, Italy,
Marocco, Peru, South Africa, Spain, Surinam, Syria and Lebanon
(which have a common central bank) and the United States.

2/ Belgium, the Belgian Conge, Brazil, Chile, Colombia, Cuba,
Ecuador, Japan, Madagascar, Mexico, Pakistan, Portugal, Switzer¬
land, Turkey and Venezuela.

y Belgium, Belgian Congo, Brazil, Cuba, Japan, Madagascar, Mexico
and Pakistan.

Lj See Monetary Policy and the Management of the Public Debt
(Replies to Questions and Other Material for the Use of the Sub¬
committee on General Credit Control and Debt Management, Joint
Committee on the Economic Report, 82nd Congress, 2nd Session,
1952), Par 1, p. H-8.



Central banks that are entirely government-owned nox-r exist
in forty-seven countries. In 1931, there were only ten government-
owned central banks. 1/ By the end of 1939, the number had grown to
fifteen, as a result of the nationalization of the central bank in
Denmark, New Zealand, Canada and Bolivia and the establishment of a
new, government-owned, central bank in Costa Rica. By the end of 194-5
the number of government-owned central tanks had risen to twenty, as
a consequence of the establishment of new central banks in Afghanistan
Ireland, Thailand, Paraguay and Albania. As was noted above, at pres¬
ent (Nferch 1952), there are forty-seven government-owned central banks

With four exceptions, all of the central banks established
outside of the Soviet sphere during the past decade (1942-1952) are
entirely government-owned. 2/ The four exceptions are Cuba, Pakis¬
tan, the Belgian Congo, and western Germany. In the first three of
these countries, the government owns mere than half of the total
shares. In the case of Vestern Germany, the capital of the central
bank (the Bank Deutscher Laender) is owned by the land (i.e., State)
Central Ranks, whose capital, in turn, is owned by the respective
land (State) governments.

In addition to the establishment of new government-owned
central banks, seven central banks in countries outside of the Soviet
orbit have been nationalized since World T'ar II. 2/ Pb: most famous
cases are England, prance and Argentina. In the U.S.S.R. and ain all
of its satellites, the central banks are now government-owned.

1/ Bulgaria, Finland, Iceland, Sweden, U.S.S.R., Nicaragua, Uruguay,
China, Iran, and Australia. See M.A. Kriz, "Central Banks and
the State Today," American Economic Review. Vol. XXXVIII (Septem¬
ber 194-8), pp. 579-580.

2/ The central banks established during this decade are in Thailand
(1942), Ireland (1942), Paraguay (1944-), Guatemala (194-6), Burma
(194-7), Dominican Republic (194-7), Pakistan (194-8), Vestem Ger¬
many (Í948), Philippines (1949), Iraq (1949), Cuba (1950), Hondu¬
ras (1950), Korea (1950), Ceylon (1950), Costa Rica (1951), and
The Belgian Congo (1952).

2/ In chronological order, the central banks in the following coun¬
tries were nationalized: France (1945), England (1946), Argentina
(1946), Yugoslavia (1946), India (1948), the Netherlands (1948)
and Norway (1949).



It is clear from the foregoing description that v ery few cen¬
tral tanks nowadays are independent in the sense of private ownership
of the central bank's capital. As will become evident from the dis¬
cussions in the following sections, however, the distribution of
central bank stock provides few clues to the degree of government in¬
tervention in the management of a central bank or in the determination
of monetary and credit policy. The trend toward government ownership
is, however, an expression of the desire of many governments to make
it absolutely clear that the responsibility for managing the nation's
monetary affairs is a sovereign right which, in their opinion, should
not be vested in an institution which has private shareholders.

Government participation in the appointment of central bank boards.

Information on the methods of appointing members of central
tank directorates in various countries is presented in Table II. In
countries in which monetary and credit policy are the responsibility
of a body other than the directorate of the central bank, the member¬
ship of the policy-making body is discussed, but in such cases mention
is also made of the composition of the central bank's directorate.

In thirty-one of the fifty-three countries shown, all of
which are outside of the Soviet orbit, the government appoints all
of the members of the central bank directorate or of the body charged
with determining monetary and credit policy. In twelve countries,
the government appoints a majority but not all cf the members. In
two countries, the government and certain private groups each choose
half of the members of the board. In seven countries, th- govern¬
ment appoints a minority. In only one country, El Salvador, are all
of the members chosen by private groups.

Private participation in chosing the men responsible for
the country's monetary policy isrelatisely greatest in Latin America.
Of the twenty-two countries in which the government does not appoint
all of the members of the central bank board, or of the body res¬
ponsible for monetary and credit policy, twelve are in Latin-America.
Of these twelve latin Americah cases, the government has a minority
voice in three of them,no voice in one of them, and an equal voice
in two cases.

The Minister of Finance is a voting member of the policy¬
making board in only thirteen of the fifty-three countries listed.
Eight of these thirteen countries are in Latin America. In Ecuador,
the Minister of Economy is a member of the central bank 'oard, but
the Minister of Finance is not. In Guatemala, both the Minister of
Finance and the Minister of Economy are on the board. In New Zealand
and Cuba, the Minister of Finance is a member of the central bank
board, but does not have the right to vote. In Denmark, the Minis¬
ter of Trade has a similar status. In Ceylon, the Minister of Finance
is hot a member of the central bank board but the Permanent Secretary
to the Minister is. In France and Japan, the Minister of Finance is
formally represented on the board, but his representatives do not
have the right to vote.
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It would be a mistake to conclude that, in the forty-three
countries in which the government appoints either all cr a majority
of the members of the monetary policy hoard, the central bank is
completely subservient to the government of the day. It would also
be a mistake to conclude that in countries where the Minister of
Finance is a member of the hoard he will always be able to dominate
the other members, ever though it must be recognized that his views
normally carry special weight. In most cases, a substantial majo¬
rity of the government's appointees to the central bank board are
private citizens who are expected to represent the Central bank and
the general public, and are not expected to be passive agents of the
Minister of Finance or of any other government official. Their po¬
sition is strengthened by the fact that they are appointed for
relatively Ion-' terms of office in most countries.

Formal establishment of the government's responsibility for monetary
policy 1/

The legislation of at least ten countries specifically pro¬
vides for the supremacy of the government in all matters of monetary
and credit policy and establishes formal procedure by which this
supremacy may be exercised.

In some of these countries, the legislation authorizes
the government to initiate and direct the policies of the central
bank whenever the government believes such action to be necessary.
In most of the countries in which the government tes this authority,
it is vested in the Minister of Finance. In two cases, however,
namely Sweden and Mew Zealand, the authority is specifically reserved
to the parliament.

In the other countries in which the legislation clearly
establishes the surrem-^cy of the government in all matters of mone¬
tary and credit policy, the emphasis is cn the procedures to be
followed in the event of differences of opinion between the central
bank and the Minister of Finance. The distinction between these

l/ Most of the material contained in this section comes from the
folio-ring sources: (l) The Treasury-Central Tank Relationship in
Foreign Countries, Procedures and Techniauës. Reprint by the Board
of Governors of the Federal Reserve System of Appendix I to "General
Credit Control, Debt Management, and Economic Mobilization" (Mate¬
rials prepared for the Joint Committee on the Economic Report by
the Committee Staff, 82nd Congress, 1st session, 1951); (2) Monetary
Policy and the Management of the Public Debt, op.cit., Part 1,
pp. I48-I53, and pp. 493-502.
2/ Australia, Ceylon, India, Italy, Japan, the Netherlands, New
Zealand, Spain, qweden and the United Kingdom. In the U.S.S.R. and
the Soviet satellite cour tries, the government completely dominates
the central tank.
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two patterns is, of course, one of emphasis only, because a difference
of opinion between the central bark and the Minister of finance could
arise either as a result of policy proposals of the central bank or
of policy recommendations of the Minister.

In Australia, if there is disagreement between the central
bank and the Treasury on questions of policy, the Governor General,
acting with the advice of the Federal Executive Council, may deter¬
mine the policies to be followed. In such an event, the details of
the disagreement and of the decision of the Governor General must be
reported to Parliament. The Commonwealth Bank Act of 194-5 provided
that the Treasurer could issue directions to the Bank in the event
of a difference of opinion. This provision was an outgrowth of the
view of the labor Government in power at that time that, during the
depression of 1929-1933, "The Bank was used by reactionary inter¬
ests for a purpose directly opposed to the welfare of the Australian
people and in opposition to the will of the government of the day".l/
An amendment of July 1951 strengthened the position of the central
bank by transferring the authority of the Treasurer to the Governor
General, and by requiring that the details of any dispute be reported
to the Parliament, thereby forcing the government to justify its
actions before a body which could hold it accountable.

In Ceylon, the central banking legislation of 1950 followed
the earlier Australian feature of empowering the Minister of ^inance,
in cases of disagreement between this official and. the central bank,
to direct the bank to adopt a policy in accordance with the govern¬
ment's opinion.

In Japan, the Minister of Finance may, if he deems it especially
necessary for t he attainment of the objectives of the Eank. issue
directions which the central bank must follow.

The Minister of Finance in Spain has similar authority to
issue directives to the central bank, but- must obtain the consent
of the Council of Ministers.

In the Netherlands, the Minister of Finance was given author¬
ity by legislation in 194-5 to issue directions to the central bank
in order to coordinate the policies of the tank with these of the
government. -An amendment of 194-8, however, provides that, if the cen¬
tral bank board objects to the directive, it may appeal the matter
to the Crot/n, whose decision is final.

1/ See The Treasury-Central Bank Relationship ir? Foreign Countries.
Procedures and Techniques, op. cit., p. 6.
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In New Zealand, legislation passed in July 1950 authorizes
the House of Representatives to pass resolutions with respect to the
policies or operations of the central bank.which the Governor and
the board of directors cf the bank must carry out. This prevision
replaced legislation in effect from 1939 to 1950 which gave the
Minister of Finance authority to issue directives to the central
bank.

In the United Kingdom, the legislation of 194-6 nationalizing
the Bank of England provides that the Treasury may give such direc¬
tions to the bank as are believed to be necessary in the public
interest, but any such directions must be preceded by consultation
with the Governor of the Bank.

Similar legislation was passed in India in 194-8, except that
the power to issue the directions was vested in the Central Govern¬
ment.

In Italy, full authority to determine monetary policy is
entrusted to an Inter-Ministerial Committee for Credit and Savings,
established in 194-7, which consists of the Minister of the Treasury,
as Chairman, and of the Ministers of Finance, Agriculture, Industry,
and Foreign Trade. The Governor of the central bank is not a formal
member of the committee, but attends its meetings.

In Sweden, a constitutional provision provides that the
central bank is directly responsible to Parliament and its Banking
Committee. The Bank Act of 1934- specifically states that -he cen¬
tral bank may not receive instructions from anyone other than the
Parliament and its Banking Committee.

In several countries, among them Belgium, Colombia and
Mexico, the Minister of Finance has veto powers which enable him to
prevent the central bank from doing certain things, but he does not
have initiatory authority to direct the central bank to adopt poli¬
cies or to take action which he may favor.

Several observations are worth making with respect to the
formal establishment of the government's supremacy over monetary
policy in the countries discussed in the foregoing paragraphs.

First, there appears to be a movement- toward making the
government, at its highest levels, the final arbiter of differences
of opinion between the central bank and the Minister of Finance,
in place of the earlier practice of giv;ng the Minister of Finance
the final authority.

Second, in some of the countries discussed in this section,,
the central bank's actual independence is greater than would appear
to be the case from the statutes. The reason for this is that the
central bank has such a deeply rooted reputation for the objectivity
and technical competence of its views that it can defend itself from
the pressures of political expediency quite effectively.
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Third, so far as is known, the central bank in all cases
has a free hand in budgetary and personnel matters, and this tends
to make the central bank less susceptible to political pressures than
would otherwise be possible.

The case for central bank independence

The foregoing sections have brought out the fact that,
with very few exceptions, the changes in government-central bank
relationships during the past two decades have been in the direction
of making central banks a more integral part of the governmental struc
ture and of asserting the ultimate supremacy of the government in
monetary and credit matters. Relatively little attention, on the
whole, has been paid to the desirability of ^reserving or streng¬
thening central bank independence. Most of these changes were in¬
fluenced by the experiences of the Great Depression, in which mone¬
tary policy seems to have played a passive and in some case a per¬
verse role, as contrasted with the more active role of fiscal and
other governmental policies.

The place of monetary policy in the economic life of a
country, however, should not be judged solely on the basis of the
circumstances which prevailed at the time of the Great Depression.
It is now becoming increasihgly apparent that, for a variety of rea¬
sons, inflation is at- least as much a present and prospective danger
in most countries as is the possibility of deflation, and that the
potentialities of monetary policy should be reconsidered in this
light. More specifically, there appears to be a growing awareness
in many countries that monetary policy must be the pivot of any ef¬
fective anti-inflationary program.

In these circumstances, it is worthwhile to explore the
question of "hether appropriate monetary policy is nore likely to be
forthcoming from a central bank which has an independent status with¬
in the government structure than from one which is completely domi¬
nated by the government of the day. Or, to put the matter differ¬
ently, whether there is anything special about the determination of
monetary and credit policy "hich should set it apart from the deter¬
mination of such other national policies as tax policy, foreign
policy, and other policy areas customarily reserved to the government.

The case for an independent central bank ultimately rests
cn the premise, which history amply supports, that governments need
such an institution to act as a brake on their inflationary propensi¬
ties. Both the executive and the legislative branches of governments
usually tend to have an inflationary bias that is not in the couhtry's
interest, even though it may be in the political interest of the party
in power. The principal reason for "the inflationary bias is the close
relationship between government spending and political popularity and
power.
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It is always popular for the government to lower taxes or to
fail to raise them to required levels. The temptation to the government
to pursue an inadequate tax or debt-management policy is especially
great, however, if the central bank is entirely subordinate to it
and is unable to make known to the public the economic and financial
consequences of deficit financing and easy money policies in periods
of high levels of employment.

Central bank independence, therefore, where it exists, generally
reflects a recognition of the fact that in monetary matters the gov¬
ernment is apl too likely to be swayed by short-term considerations
of politic'al expediency unless some sort of check is established.
One of the principal functions of an independent central bank is to
act as such a check.

It should be noted that the line cf reasoning presented above
does not rest on the assertion, so often advanced, that monetary
policy requires a higher degree of technical competence and of
continuity than does national policy in other fields. Such an as¬
sertion is difficult to sustain. The determination of foreign
policy, for example, also requires a high level cf competence and
must in large part be based on the work of a well-trained profes¬
sional staff. Moreover, if it is to be effective, it cannot be
subject to frequent changes not demanded by the prevailing circum¬
stances. It is possible to draw a sharp distinction between mone¬
tary nolicy and, say, foreign policy in that there is no a priori
reason for believing that the executive or legislative branch of a
government ,Till have a persistent bias in the direction cf unsound
foreign policies, whereas there are good a priori and historical
reasons for believing that governments will tend to have such a
bias in matters cf monetary and credit rolicy.

It may be argued that central banks are not free of a bias
of their own: more specifically, that they tend to have a deflati¬
onary bias. There is some evidence that this was true in some coun¬

tries, such as France, Austria, and Australia, during the Great
Depression. 1/ In countries in which central banks failed to sup¬
port wholeheartedly the reflationary programs of their governments,
and misjudged the intensity and duration of the forces of defla¬
tion, these considerations were important elements in the decline
in central bank prestige and independence. The responsibilities
of central banks to moderate deflationary as well as inflationary
forces are new much more widely understood and accepted, however,
and it is doubtful if there are many cases in which a charge of de¬
flationary bias (as contrasted -dth an anti-inflationary attitude)
could be sustained.

1/ For example, see Monetary ^clicy and the Management cf the
Public Debt, op. cit., p. 4.94..
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Conditions necessary for central bank independence

In order for '-entrai bank independence to exist in any meaning¬
ful sense, the following conditions must be met:

(1) The central bank must be organized in such a way as to
promote an independent and objective approach to monetary and credit
problems by the directors and staff of the bank. This condition,
in turn, is dependent on at least three subconditions:

(a) The composition and appointment of the members of the
central bank board must be such as to prevent its domination
by proponents of any special point of view - especially that
of the Ministry of Finance. If the deliberations of the
central baric are dominated by government officials whose res¬
ponsibilities lie elsewhere, there may not be a full and ob¬
jective exploration of all ther pertinent aspects of mone¬
tary and credit problems. As a result of this, monetary policy
may be unduly influenced by comparatively narrow views, at the
expense of the broader requirements of the nation as a whole.

(b) The central bank directors must be given fixed and
rather long tenures of office, so that considerations of re¬
appointment and of arbitrary removal will have little influ¬
ence on their actions.

(c) The directors must be given a free hand in budgetary and
personnel matters. If a central bank's budget and personnel
were subject to the same procedures and regulation as that of
government departments, it would be unrealistic to expect the
bank not to be unduly influenced by considerations of short-
run political popularity.

(2) The central bank must be able to present its views and
its policy recommendations to the government and, whenever approp¬
riate, to the general public, without danger of reprisal or sup¬
pression by the government. Otherwise, the central bank will al¬
most inevitably be reduced to the status of a puppet. Again,
freedom from political reprisals is strengthened by independence
from the Executive and the Legislature in budgetary and personnel
matters.

(3) The central bank must have authority to take measures to
affect the supply, availability and cost of credit at its own initia¬
tive, without having to obtain the prior consent of the government.
This does not mean that prior consultation with the government is
undesirable. However, if a central bank needs the formal approval
of the government before it can raise reserve requirements, alter
its discount rate, or take similar actions, there is a danger that



- 15 -

its independence vis-a-vis the government in ether respects will
be more nominal than real. Independence of deliberation and ex¬
pression are likely to languish if they are not accompanied by at
least some freedom of action.

The independence described in the preceding paragraphs obvi¬
ously must be exercised in a spirit which is sympathetic to, or, at
the very least, is open-minded with respect to, the government's
objectives and programs. In this connection, it would seem desir¬
able and wholly compatible with central bank independence for a
central bank to afford the government an opportunity tc present its
vie"s in each case before the bank made any major policy decisions.

In the last analysis, because of its sovereign, responsibilities,
the government must be supreme. It would be a mistake, however, to
conclude from this fact that an independent central bank is incom¬
patible or inconsistent r'ith the ultimate supremacy of the govern¬
ment. An independent central bank should act as a brake against
ill-conceived government policies and actions, but at the same
time it should give the government the benefit of any reasonable
doubt in cases of disagreement, moreover, central banks should
seldom flatly refuse to carry out the government's wishes once
the government as a whole has firmly committed itself to a given
course. Central banks can be most effective by persuading their
governments to adopt financially sound policies, and by creating
better public understanding of monetary and economic problems.
Outright refusal to cooperate with the government in cases of dis¬
agreement over major policy questions is merely to court political
reprisal in the form of legislative action stripping the central
bank of its independence.

Thus, an effective government-central tank relationship requires
the exercise of great tact and discretion on the part of the central
bank. The bank must know when and how far to oppose government
policies which it considers ill-advised, but it must also know when
and how tc compromise and to make the best of a bad siturtion. A
central banker, therefore, must at the same time be a master of
the art of diplomacy.

Implementation cf the conditions of central bank independence and
effectiveness

Even though the conditions of central bank independence stated
in the previous section be accepted, there still remains the diffi¬
cult question of how they may best be met, while at the same time
maintaining a close and effective working relationship between the
central bank and the government. This question is discussed below
largely in terms of two related questions which deserve special con¬
sideration. The first is whether the presence of the Minister of
Finance cn the central bank board, or of one cf his deputies, is
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in harmony with the conditions described in the preceding section.
The second is "hether direct representation of organized private
groups is in keeping with these conditions.

Government representation 'thresh the Minister of Finance.

In countries where the Minister of Finance is a member of the
central bank board, his presence is intended to make the government
an active participant in the formulation c f monetary policy and at
the same time to provide an avenue of communication beUreen the
government and the central bank. Similarly, in his capacity as a
member of the Cabinet, the Minister of Finance is supposed to
present the central bank's views to the Chief Executive and to the
other members of the cabinet. In other words, according to the ra¬
tionale of this plan, two-way communication is established: the
central bank has a representative in the cabinet, in a certain
sense, and the government has one of its highest ranking officials
on the central bank board.

In practice, however, this arrangement in most instances seems
to have compromised the central bank s ability to form independent
views. Given the practical pressures to which the Minister of
Finance is subjected from many quarters, and the inherently poli¬
tical nature of his position, it is to be expected that his approach
to monetary problems will tend to be colored by considerations of
political expediency. In fact, the Minister of Finance probably is
the government official ir >st likely to oppose the adoption of
effective anti-inflationary monetary and credit policie- Accord¬
ingly, his oresence on the board, especially in cases in which he
is the chairman, is likely to exrose the other members, and also
the staff cf the bank, to undesirable political influence in the
crucial early stages of central bank policy deliberations. This
not only tends to compromise efforts at objective analysis by the
board and the staff of the bank; what is equally important, it
denies the government the benefits of the impartial technical
advise which the bank would otherwise be in a position to give.

The Minister cf Finance in most cases has not proved to be a
good channel of communication and consultation between the central
bank and the government. For one thing, he cannot always be counted
on to present the strongest possible case for the central bank's
views, especially whenever he is not wholly in agreement with
them. In any event, the use of the Minister of Finance&r purposes
of liason between the central b?nk and the government gives the
central bank too narrow and indirect a contact with the government.
The extent of the central bank's influence under such an arrange¬
ment tends to be circumscribed by the limits of the authority and
influence cf the Minister of Finance.
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It is true that the Minister of Finance frequently has con¬
siderable influence in shaping the thinking of the Chief Executive
and of the other Cabinet members, but in many cases his influence
is not decisive.

For all of the foregoing reasons, therefore, it may be questi¬
oned whether the presence of the Minister of Finance on the central
bank board is conducive either to independent and objective delibe¬
rations on monetary problems or to effective consultation and coop¬
eration between the government and the central bank.

Instead of achieving coordination of central bank and govern¬
ment policies by bringing the government, in the person of the
Minister of Finance or one of his deputies, into the inner councils
of the bank, a murh more promising approachwould seem to be to
bring the prisident of the bank into the inner councils of the
government whenever matters of economic policy are being discussed.
This would serve two very important purposes. First, it would en¬
able the central bank effectively tc carry out its responsibilities
as financial adviser to the government. The central bank would be
in a position to advise the government during the early stages of
policy formulation, which is the time when the government is most
receptive to advice and most susceptible to persuasion. Once po¬
licies have been formed, it is very difficult for a central bank
to persuade the government that the policies are ill-advised.
Second, the prestige of the central bank would be elevated by this
procedure, and its views ould probably command greater respect
among the business and financial community and. the genei public
as well.

There are at least two alternative ways in which the head of
the central bank could participate effectively in the early stages
of the government's deliberations on economic matters. One way
would be to establish the practice of having him attend those
Cabinet meetings at which matters affecting, or affected by, mone¬
tary policy are to be discussed. There is a second and probable
better way, however, in countries in which there is a national
economic council having broad responsiblities for coordinating all
economic policies and programs of the government. Membership of
the Governor of the central bank on such bodies would enable the
bank to present its views at an early stage in the determination
of government economic policies.

Some countries, such as Paraguay and the Philippines, have
such councils, and the head of the central bank is a member. In each
of these two countries, however, 1he influence of the head cf the
central bank may be weakened by the fact that the Minister of Finance
is also on the council and to some extent can speak for the bank as
well as for the Ministry, because of his membership on the central
bank board. In fact, in the Philippines, the Secretary of Finance
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is the presiding officer at the meetings of the central bank board,
and in Paraguay he is the Chairman of the board. 3J This kind of
situation tends to make it difficult for the Governor or President
of the bank to take a firm position against the views of the Minis¬
ter of Finance.

Private representation on central bank boards.

By no means all of the difficulties that have arisen in the past
in connection with central bank independence and objectivity are to
be ascribed to the nature of government representation on such bodies.
The nature of the representation of the business and financial com¬
munity has also been a contributing factor in many cases. As may
be seen from Table II, the legislation of man-- countries authorizes
the commercial banks and various private organizations, such as
chambers of commerce, manufacturers' associations and agricultural
societies, to nominate or appoint representatives on the central
bank board.

In most cases, the various groups given the privilege of rep¬
resentation on the central bank directorate are engaged in activi¬
ties that are fairly representative of the principal sectors of the
economy. To what extent the purpose of such representation origin¬
ally was to make available to the central bank a body of practical
knowledge concerning various important aspects of the economy and
to what extent this arrangement was in fact merely a recognition
of the political power of special interest groups is not of major
importance to the present discussion. The point to be made is that
where there has been direct representation of special in' urest
groups on the policy-making board of central banks the result, on
the whole, appears to have been detrimental rather than beneficial
to the adoption and implementation of sound monetary policies.

Experience, particularly in Latin America, has shown that
there is a danger thatmembers of a central bank directorate who
owe their position to private organizations will approach their
central bank responsibilities not as .. trustees of the public wel-

1/ It should be pointed out, however, that, because of the person¬
alities involved, the Governor of the Central Bank of the Philip¬
pines, which was established at the beginning of 194-9, and the
Minister of Finance have worked together harmoniously and effec¬
tively. Accordingly, the arguments made above refer only to the
types of problems that the system followed in that country may pro¬
duce, and do not refer to actual experiences to date, which have
been very limited. In Paraguay, on the other hand, the problems
have been very real, and largely for this reason a central bank law
now under consideration (March 1952) in that country excludes the
Minister of Finance from membership on the central bank board.



- 19 -

fare but rather as lobbyists for the special interest which they
represent. In these circumstances, issues of monetary and credit
policy tend to be examined by such members for their consistency
with the policies of their respective organizations, and not nec¬
essarily for their consistency with national economic welfare in the
broadest sense, l/

Even where the representatives of private organizations place
the general public interest above the private interest of their or¬
ganizations, they are vulne?"able to unmerited charges to the con¬
trary. This vulnerability may tend to diminish the prestige of the
central bank and to impair its ability to cooperate effectively
with the government in the formulation of national fiscal and eco-
nomicpdicies. For all of these reasons, the principle of direct
representation of private organizations has serious drawbacks.

l/ In this connection, the following excerpt from the Report on
Project of law for the Creation of the Central Reserve Bank of
Peru, prepared by the Kemmerer Mission in 1931> is of interest:
"A second danger which frequently threatens central banks and one
which is sometimes even more serious than that of political ex¬
ploitation is the danger that the bank "ill be unduly controlled
by the banking interests of the country and will thus be administered
with too much regard for the profits of bankers and tco little re¬
gard for the welfare of the country as a whole.

"As a general proposition, the interests of the banking commu¬
nity and the interests 01 "the country as a whole are probably the
same in the long run. Barkens, however, do not always view im¬
portant questions from this 'long run' point of view, and the in¬
terests of the banking community, as bankers view them, and the
interests of the general public, as the public view thai) are
frequently in conflict. This is true in all countries." Never¬
theless, Kemmerer recommended the inclusion of representatives of
the commercial banks on the board of directors of the central bank
in Peru on the ground that "a central bank should have on its
board of directors a reasonable number of men who know the technique
of banking administration and who are conversant with the require¬
ments of sound banking policy. Commercial bankers, however, should
never be permitted to dominate the policies of a central bank."

Kemmerer also recommended the representation of the agricul¬
tural, commercial and industrial associations in Peru because "Such
a board should be broadly representative of the various economic
interests of the country and at the same time should not be sub¬
ject to the domination of any one interest, since no one interest
controls anything like a majority of the Board's membership ."
The assumption in this line of reasoning is th°t the more con¬
structive aspects of the knowledge and experience of the individual
special interest groups represented on the central bank board will
be additive, whereas the less desirable tendencies will tend to
offset one another.



- 20 -

The independence or freedom of central banks to formulate
monetary and credit policy objectively, therefore, is a matter
involving not only a satisfactory working relationship with the
government but also the selection of central bank directors who
will be representative of, but not representatives for, the prin¬
cipal sectors of the economy. This could be achieved by having
the government appoint all of the members of the central bank board,
with a requirement that, in making the appointments, due regard be
given to a balanced representation of the various regional and
economic sectors of the country, and that no person ,Tho serves as
a director may simultaneously hold any elective or appointive of¬
fice in the government.

Directors chosen in this fashion would, of course, tend to
have a natural sympathy for the areas of economic activity from
which they came. Their judgment would inevitably reflect their
prior associations. But it is reasonable to suppose that such
directors would not be under so great an obligation to support the
views of special interests in the face of objective argument to
the contrary as they would be if they were directly appointed rep¬
resentatives of private organizations.

Government borrowing from the central bank.
One of the most important and peristent problems in government-

central bank relations has always been that of the extent to which,
and the terms on which, the government should be permitted to borrow
from the central bank. In fact, the earliest rationale for central
bank independence was based on the apprehension that government
intervention in central banks might lead to unrestrained borrowing
for such purposes as the party in power might find politically expe¬
dient, and that such action would in turn lead to a depreciation
of the currency.

Up to the time of the Great Depression, there was a strong
tradition in most countries that central bank accomodation of the
government should be strictly limited to the granting of short-
term advances for the purpose of offsetting seasonal fluctuations
in the government's cash position. There were occasional departu¬
res from this principle, usually in connection with the exigencies
of war finance. It should also be mentioned in passing that, in
some cases, central banks originally obtained, and were later able
to retain, their monopoly of the rote issue only in return for
long-term or permanent loans to the government. 1/ Nevertheless,
there was general acceptance cf the rule that it was in the inter¬
est of "sound finance" that government requests for credit be sub¬
jected to the same standards as those applied to other borrowers.
There was the same emphasis on short-term, self-liquidating credit
in both cases.

1/ See M. H. De Kock, Central Banking. Second (revised) edition
(London, 194-6).
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In many countries it was believed that central banks night
yield too readily to government requests for credit if there were
no statutory limitations to protect the bank. For this reason,
the statutes o*" many of the central banks established prior to the
Great depression contained very rigid previsions designed to limit
the discretionary authority of the central bank to lend to the
government. It is true that these limitations 6ould be removed by
subsequent legislation, but such action would be a serious step which
few governments would take lightly, so it was believed.

It should be noted that central bank purchases of government
securities in the open market were considered proper only to the
extent that they were for the purpose of regulating the money mar¬
ket; it was not considered sound for a central bank tc use them to
supply the government with additional funds indirectly. In fact,
in order to prevent such a use of open-market operations, many
central bank statutes also placed limits on the amount of securi¬
ties that might be acquired in this matter. In addition, in some
countries limits were similarly placed on the amount of credit the
central bank could grant against collateral consisting of govern¬
ment securities.

Since the Great Depression, there has been a trend toward
weakening or removing rigid terriers to central bank lendihg to
the government, in order that the government nay pursue more flexi¬
ble fiscal policies. Some such barriers are still retained in many
countries, however, and particularly In countries which do not have
a well-developed money market.

In many cases, the limitations are in terms of a certain per¬
centage of the annual receipts of the government during the recent
past and/or in terms of a specified percentage of the central bank's
capital and surplus. In at least one country (Guatemala), a further
acquisition of government securities is prohibited lihenever the
international reserve ratio of the central bank falls below a speci¬
fied level. In several countries (e.g., the Philippines and Guate¬
mala), the central bank is prohibited from buying government secu¬
rities in periods of inflation. In Belgium, the amount of credit
that the central bank may extend to the government is determined
by a convention between the bank and the government. Although
there is a great diversity in the formulas used in the different
countries, most of them endeavor to find a middle ground that will
not be unduly restrictive but that will at the same time afford
some protection against irresponsible government borrowing.

Perhaps the most fruitful approach to this problem would be
one which placed no absolute limi+ on central bank lending to the
government but which would require legislative approval of any bor¬
rowings which "ould raise the government's indebtedness to the bank
above a specified amount. This amount could be revised every five
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or ten years by legislative action. This procedure would have the
merit of placing responsibility squarely on the shoulders of the
government at its highest level, and would afford the central bank
an opportunity to make knovm to the elected representatives of the
public its views as to the desirability or undesirability of the
proposed action. This system would be fully compatible with both
central bank independence and the ultimate supremacy of the govern¬
ment. A plan of this sort is contained in a proposal for central
bank legislation prepared for the government of Iceland by a mission
of the International Monetary Fund in 1951.



TABLE Io Capital and Owner«htp of Central Bank»*

(in thousands of currency units)

Country

Afghanistan
Albania

Algeria and Tunisia

Argentina

Australia
Austria
Belgian Congo and
Ruanda-Urundi

Belgium
Bolivia
Brazil
Bulgaria
Bursa
Canada

Ceylon
Chile
China (Poreosa)
China (Communist)
Colombia
Costa Rica
Cuba
Curasao
Czechoslovakia
Denmark
Dominican Republic

Ecuador
Egypt
Ethiopia
Finland
France
Prense West Africa

Germany (Western)
Germany (Eastern)
Greece

Guatemala

Bank

Da Afghanistan Bank
Albanian State Bank

Banque de 1'Algérie et de la
TUnisie

Banco Central de la Republica
Argentina

Commonwealth Bank of Australia
Cesterreichlsohe National Bank
Banque Centrale du Congo Belge
et du Ruanda-Urundi

Banque Nationale de Belgique
Banco Central de Bolivia
Banco do Brasil
Bulgaraaka Narodna Banko
Union Bank of Burma
Bank of Canada
Central Bank of Ceylon
Banco Central de Chile
Central Bank of China "Jj
People's Bank of China
Banoo de la Republica
Banco Central de Costa Rica
Banco Nacional de Cuba
Curaoaosche Bank
Statni Banka Ceskoslovenska
Danmarks National Bank
Banoo Central de la Republica
Dominicana

Banco Central del Ecuador
National Bank of Egypt
State Bank of Ethiopia
Finiand8 Bank
Banque de Franee
Banque de l'Afrique
Oeeidentale
Bank Deutsoher Lasnder
Defctsehe Notenbank
Banque de Grace
Banco de Guatemala

Currency unit

Capital Ownership of paid-up capital m

Author¬
ized Paid up

Govern¬
ment Privately owned

Data
as of

Owned Total Banks Other

Afghani
Lek

120,000
î

120,000
1

120,000*/
7

ci/
0

oi/
0

oy
0

191+9
1

Algerian franc 25,000 25,000 25POOQ2/ 0 0 0 1951

Peso

Australian pound
Schilling
Congo frano

100,000
20,000
y

150,000

100,000 100,000
>+,000 l+,000
y h / y.,150,0002/ 30,000V

0
0
0

6o,oooV

0
0
0

30,000V

0
0
0

30,000V

1951
1951
y
1951V

Belgian frano
Boliviano
Cruzeir®
Lev

Rupee
Canadian dollar
Rupee
Peso
New Taiwan dollar
People's dollar
Peso
Colon
Peso
Curacaoseh# florin
Koruna ;
Krone
Peso

Sucre

Egyptian Pound
Ethiopian dollar
Markka
Fran©
Franc

1+00,000

200,000
y

10,000
5,000
15,000
150,000

?
1

y
3,000
10,000

1+50
3,000,000

50,000
100

20,000
3,000
2,000

5,000,000
182,500
50,630

Deutsche Mark
Deutsche mark
Drachma

Quetzal

100,000
100*000

60,000*000
Ik/

U00„000
50,000
100,000

1

10,000
5,000
15,000
119,377

1
1

11,736
3,000
5,000

1+50

200,000
50,000
55,732

î

10,000
5,000
15,000
20,000

î
î

5,000
3,000

2,500ol
45O

3,000,000 3,000,000
50,000 50,000

100 100

200,000
0

i+i+,268
0
0
0
0

99,377
0
0

6,736
0

2,1+99.9
0
0
0
0

T
0

366
0
0
0
0

92,756
0
0

3,658
0

2,>+99.9
0
0
0
0

1^,769
3,000
2,000

2,078
0

2,000

12,631 12,631
3,000

5,000,000 5,000,000
182,500
50,630

100,000

182,500

0
0
0

50,63010/

?
0
0
0
î

60,000,000
500

li/19/ il/ «/100,000 12/ 0 0

oii/óo,000,00012/ T
500 0 0

î
0

1+3,902
0
0
0
0

6,621
0
0

3,078
0
0
0
0
0
0

0
î
0
0
0
î

a/
0

T
0

1951
1951
1951
y

1951
1951
1951
1951

lllly
1951
1951
1951
1951
1950
1951
1951

1951
1951
1950
1951
1951
1951

1951
131+8
1351
1951



TABLE I* (continued)

Capital Ownership of paid-up capital

Country Bank Currency unit
Author¬ Govern¬ Data
ized Paid up ment Privatelv owned as of

Owned Total Banks Other

Haiti Banque Nationale de la
Republique d'Haiti

Gourde 5,000 5,000 5,000 0 0 0 1951

Honduras Banco Central de Honduras Lempira 500 500 500 0 0 0 1951
Hungary Magyar Nemxetl Bank Pengo 15/ ú/t ? T 0 0 0 1W1Iceland Landsbanki Islands Krona w 4,800 4,800 0 0 0
India Reserve Bank of India Rupee 50,000 50,000 50,000 0 0 0 1951
Indonesia De Javasohe Bank Rupiah 9,000 9,000 9,oooi2/ 0 0 0 1951
Iran Bank Ms111 Iran Rial 300,000 300,000 300,000 0 0 0 1951
Iraq National Bank of Iraq Iraqi dinar 5,000 2,500 2,500 0 0 0 1951
Ireland Central Bank of Ireland Irish pound 40 24 24 0 0 0 1950
Israel Bank Leual le-Israel Israeli pound 3,000 1,200 0 1»200 0 ,

0 1,200 1951
Italy Banca d'Italia Lira 300,000 300,000 0 300,00012/ 253,5<xdS/ 46,50(àâ/ 1950
Japan Nippon Qlnko Yen 100,000 100,000 55,ooo 45,000 vu 19/ 1951
Korea (South) Bank of Korea Won 1,500,000 1,500,000 1,500,000 0 0 0 1950
Lebanon (See Syria)
Madagascar Banque de Madagascar et French franc 111,000 37,000 12/ 12/ 20/ 20/ 1950

des Comores
Meads® Banco de Mexico Peso 50,000 50,000 25,500a/ 24,50Ctli/ n/ 21/ 1951
Morocco Banque d'Etat du Mar<e« Morocean franc 46,200 46,200 0 -46,200 22/ w 1949
Netherlands De Naderlandsche Bank Qullder 20,000 20,000 20,000 0 0 0 1951
New Zealand Reserve Bank of New Zealand New Zealand pound 1,50012/ I,5OO£2/ 1,50QU/ 0 0 0 1951

1950Nicaragua Banco Nacional de Nicaragua Cordoba 2,500 2,500 2,500 0 0 0
Norway Norges Bank Krone 35,000 35,000 35,ooo 0 0 0 1951
Pakistan State Bank of Pakistan Rupee 3,000 3,000 . . 1.530 . . 1,470 Î ? 1950
Paraguay Banco del Paraguay Guarani 24/ 23,000J»J 23,000!!+/ 0 0 0 1951
Peru Banco Central dei Reserva

del Peru Sol 10,000 4,015 0 4,015 1,626 2,389 1950
Philippines Central Bank of the

Philippines Peso 10,000 10,000 10,000 0 0 0 1950 ,

Poland Narodowy Bank Polski Zloty T 250,000 250,000 0 0 0 194615/
Portugal Banco de Portugal Escudo 100,000 100,000 296 99,704 12,388 87,3i6lá/ 1950
Rumania Bank of the Rumanian Leu 2,000,000 2,000,000 2,000,000 0 0 0 1948

People's Republic, State
Bank

Salvador, El Banco Central de Reserva Colon 1,800 1,800 0 1,800 750 1,050 1951
de El Salvador

South Africa South African Re serve Bank South African 1,000 1,000 0 1,000 T ? 1951
pound

Spain Banco de Espana Peseta 177,000 177,000 0 177,000 ? î 1950
Surinan De Surinaama8ehe Bank Surinam florin 1,000 1,000 0 1,000 Î t 1949
Sweden Sveriges Rlksbank Krona 50,000 50,000 50,000 0 0 0 1951



TABUS Io (oontlnued)

Country Bank Currenoy unit
Capital Ownership of paid up capital

Author¬ Govern¬ Data
ized Paid up ment Privatelv owned as of

owned Total Banks Other 1

Switzerland

Syria and Lebanon
Thailand
Tunisia (see Algeria)
Turkey

Uo So So Ho
United Kingdom
United States

Uruguay

Venezuela

Yugoslavia

Banque Nationale Suisse
Banque de Syrie et du Liban
Bank of Thailand

Banque Centrale de la
Republique de Turquie

Gosbank
Bank of England
Federal Reserve Banks

Banoo de la Republica
Oriental del Uruguay

Baneo Central de Venezuela
Banque Nationale de la

Republique Federative
Populaire de Yugoslavle

Swiss frano
Frenoh frano
Baht

Turkish pound
Ruble
Pound Sterling
Dollar

Peso

Bolivar
Dinar

50,000
300,000

15,000
23/

lU»553,« /473,22622/
70,000

21/

25,000
300,000

3,635^/ 15,365
0 300,000

0

10,500
29/ 29/

14,553 , 14,553

2,570^/ 7,930
0
0

236,613
70,000 70,000 0

5,000 2,517!!/ 2,483
21/ 21/ 0

4,07422/
T

0

4,6762®/
0
0

0 236,61322/ 236,61322/
0 0

11,291
ï
0

3,254
0
0

0
0

1950
1949
1950

1949
22/
1951
1951
1950

1949
1951

1/ Probable distribution only» The law, however, provides that the Government is to subscribe to at least 75 pw cent of the shares and has
preferenoe in purchasing the remaining 25 per cent.
2/ Half of the shares are owned by the Frenoh Government, 1/3 by the Algerian Government, and 1/6 by the Tunisian Government,
3/ No oomplete baianos sheet has been issued since the war; amount of capitalization not available,
4/ Since the bank is eurrently in the prooess of being organized, the amount ef capital paid up is not know at this time. By June 1952, however,
It will be all subscribed in the manner shown. Of the government-owned shares, 75,000 are owned by the Congo Government and 15,000 by the Vice
Government of Ruanda-Urundl. The bank-owned shares are owned by the National Bank of Belgium.
^/ This is not a central bank, but through Its administration of the Government's Rediscount Department and its handling of the Government's
deposits, it has fulfilled certain central bank functions. Moreover, it acts as fiscal agent for the Government abroad.
6/ Art. 11 of the bank law of Dee. 23, 1947, provides that "The capital of the Bulgarian National Bank is unlimited. The bank can create, onthe decision of the Council of Ministers funds according to its needs," Ve have no further information.
2/ The Oentral Bank of China was transferred in 1949 to Formosa, where it now functions as a central bank. It is custodian of the island's
geld, and is administrator of all foreign exchange funds. However, it does not issue currency, this function having been assumed by the Bank of
Taiwan, a provincial bank.
8/ Organized in 1949 as a wholly Government-owned bank. No further details available.
5/ The power of increasing the authorized capital from the original 10 million jpesos to provide shares for new or old member banks has apparently
been used.
10/ Owned and controlled by persons and institutions in France.
11/ The capital of the Bank Deutsoher Laender is owned by the land central banks, the capital of which, in turn, is owned by the respective
land governments.
12/ 55 million of bank's oapltal is owned by the Finanoe and other Ministries of the oentral Governments 45 million by the various state banks,
wKlch are owned by the state governments.
13/ The "state" and "state undertakings" sure authorized to hold up to lAO of total oapltal, but no information is available to indicate that the
government holds any shares.
14/ Art. 8-10 of the new oentral bank law states that "the bank shall he established with an initial guarantee fund of 500,000 quetzales, which
shall be contributed by the state," This guarantee fund is to be augmented by the annual net profits "until this fund reaohes a sum equivalent
to 10 per cent of the total assots of tho bank, provided that this percentage exceeds 500,000 quetzales." For this calculation, international
reserves are to be subtracted from total assets.



TABLE Io (Footnotes continued)

15/ A* of January 13**6. A new currency unit, the "forint", vas lntroduoed In Augirt XjUé to replaoe the pengo, but no data are available as
to the bank's capitalization under the nev ourrenoy. The 13M8 bank law provided for capital of "30 million gold orowns"; on Dee, 31, 13U3, the
bank's statement lndloated that 30 million gold orovns wore valued at "120,023,162 florins»"
16/ Treasury authorized to lnoreaso eapltal as necessary.
17/ The Bank was nationalised at the end of 1351»
To/ The national govarnmont and the municipal or provincial authorities hold part or all of the shares of many of the Institutions classed as
"banks." "Other" Is comprised of Insurance companies and Institutions, most of which are privately owned.
13/ No infeematlen Is available on the distribution of the privately-held share s0
70/ Total paid-up eapltal as of September 1350. Paid-up eapltal Is eventually to be raised to 111,000 the French Government owning a olear
but unspecified majority.
21/ Obligatory government ownership of 51 per oont of capital. About 1/3 of privately-owned capital is held by banks eentrolled cr partially
owned by Government. Host of remaining privately-held shares are In hands ef other banks.
22/ As ef Nevomber 13**5, French and Meroeean banks reportedly held 57 per oent ef the bank's capital stook. The balance was probably all
held by banks in ether countries.
23/ No shares Issued. A "general reserve fund" provided by the Government constitutes the capital.
2k/ Initial capitalization of 6,000,000 guaranies has been subject to periodic Increases of unreported amounts by transfers from surplus funds
of bank. Amounts shown are approximate only.
25/ The banking reform of Oct. 25, 13*<8, and amendments to It In liaroh 1351 d* net mention the capitalization of the bank. On Oct. 28, 1350,
a monetary reform revalued most old accounts at the rate of 100 old zlotys to 3 new zlotys. It is not known if, or hew, this affected the
Government's capital.
26/ Bearer shares, amounting to 1*7,636,000 escudos, are regarded as being owned by "other."
*27/ Cantons and cantonal banks together own 5^.8 per oent of the shares. ("Government" comprises cantons and deraieantons only. "Banks" comprise
cantonal banks only. Other banks, the extent of whose holdings Is not known, are Included under "Other."}
28/ State may hold no more than 25 per oent of shares, and foreign banks may hold no more than 10 per cent.
25/ Capital appears to have been raised (perhaps several times) since 1333» The 1337 capital and reserves were nearly 2.3 billion rubles.
30/ The Federal Reserve Act requires each member bank to subscribe to the capital stock ef the Federal Reserve Bank of its distriot in an amount
equal to 6 per oent of the paid-up capital stook and surplus of the member bank, and this amount may be regarded as the authorized capital of the
Federal Reserve Banks as of any given date; however, only one-half of the subscription muq$ be paid up. The other half is subject to call of
the Board of Governors of the Federal Reserve System. As a result of this system, the outstanding capital stook of the Federal Reserve Barks
is altered as member banks increase or decrease their oapltal and surplus and as new members Join, or old members leave, the System.
31/ Government must hold minimum of 50 P#p oent of the shares. Remaining 50 per oent may be subscribed to by banks and public.
32/ Information on amount of oapltal is not available.

♦Souroet Monetary Policy and the Management of the Publia Debt. Joint Committee on the Economie Report (Washington, 1352), Part 1, pp. 3.5I1—157,
except that data on the United States have been added and the data on oertain other countries have been revised on the basis of the
latest available Information.
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Boards and to their Responsibility to the Government

Country

Total
number
of voting
directors

Cabinet
members

Number of dire store appointed by
the government from? 1/

Other

govern¬
ment

Officials

Persons
outside

govern-
■ent 2/

banks
Total

business and

labor groups

Private
non-bank
share-
holders

Total

Argentina 11 11

The central bank is legally a dependency of the Ministry of Finance. The members ©f the central bank directorate are the
Minister of Finance, who is President of the central bank and Chairman of the directorates the Assistant-Secretary of State,
who is Vioe-President of the central bank and Viee-Chairman of the directorate; h members who are presidents of government-
owned and controlled banks; and 5 members who are appointed by the President of the Republic, one each from the field of
agriculture, livestock raising, Industry, commerce, and labor»

Australia 10 10

Of the 10 members of the central bank directorate , one is the Secretary of the Treasury » The other 9 members Include the
Governor and Deputy-Governor of the bank, and all of them are appointed by the Governor General -sf Australia» None of these
.9 members may bs officers of the bank, with the exception of the Governor and Deputy-Governor^ or may hold public office»

The Governor of the bank is the Chairman of the directorate and In cases of tie he has the deciding vote» If there is a
disagreement between the central bank and the Treasury on questions of policy, the Governor General of Australia (acting
with the advice of the Federal Executive Council) may decide the policy to be followed» The details of the disagreement
and of the decision of the Governor General must then be reported t© Parliament»

Austria 11 11 11

Belgium

The 11 members of the central bank board, all of whom are appointed by the Federal Chancellor ares the President of the
central bank, ah© is the Chairman of the board; the Vice-President of the central bankp who is nominated by the Ministry of
Finance; and 9 other members representing the most Important sectors of the economy»

The central bank directorate is composed of the Governor and Vice-Governor of the central brookp and 4 other members, all
appointed by the King» The Governor of the central bank is the Chairman of the directorate.

The Minister of Finance, although not a member of the directorate, has the right to control operations of the central bank
and may veto any measure contrary to the interest of the State0 This control is vested in a Government Commissioner who
reports to the Minister of Finance.
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Bolivia

Members of the directorate are the President of the central bank, who is the Chairman of the directorate5 4 representatives of
the government, who may not hold public office; a representative of the private banks; a representative of the large mining firms;
and a representative of the Rural Associations. The last 3 members are elected by the respective banks and private associations.
The General Manager and Manager of the central bank may partiolpate in meetings but have no voting power.

The central bank is required by law to submit information to the Minister of Flnanoe each month concerning the monetary and credit
situation, and to make recommendations for measures to ensure normal development of bank credit and monetary stability.

Brasil 7 15 17

The formulation of monetary policy in Brazil is vested in the Superlntendenoy of Money and Credit. The Superlntendeney is
administered by an Executive Direotor, appointed by the President of the Republic, and is directed by a Council presided over
by the Minister of Finance. The other members of the Council are the Executive Director, the President of the Bank of Brazil,
and the Directors of the legally Independent Exchange Department, Rediscount Department, Banking Mobilization Fund, and the De¬
partment of Banking Supervision.

Burma

At present, the 7 members of the oentral bank direotorate are appointed by the President of the oountry and include a Chairman,
a Deputy-Chairman and a representative of the Flnanoe Department. A member of the directorate mey not hold public office and may
not be an officer of the central bank or a director or offloer of any other bank. The law makes no provision for the offioe
of President of the oentral bank; however, the President of the oountry appoint» a General Manager for the bank, who oonWenes
meetings of the direotorate.

A new oentral banking law has been drafted whloh provides for 7 members on the directorate; 6 members (including a Chairman
and a Deputy-Chairman) to be appointed by the President of the oountry and the seventh member to be the "Secretary to the
Government of Burma in the Flnanoe Department". None of the 6 members appointed by the President may hold public office or
be a direotor or officer of any bank other than the central bank. Under the projeoted law the directorate mey appoint a
General Manager, a Deputy General Manager and suoh other officers as may be required to carry out the administrative functions
of the bank.

Canada 13 — — 13 13

The oentral bank direotorate is oomposed of the Governor, who is Chairman of the board, and Deputy-Governor of the oentral bank,
both of whom are appointed by the other 11 members of the direotorate with the approval of the Government; the other 11 members
are appointed by the Minister of Finance with the approval of the Governor-General of Canada. These 11 members cannot hold publie
offioe and must be «elected from diversified occupations,, The Deputy Minister of Finance is a member of the direotorate but has
no voting power.
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The Governor of tha bank has a veto povar over the decisions of the directorate but his veto is subject to reversal by the
Governor-dene rai»

The 3 members of the central bank directorate are the Governor of the central bankp appointed by the Governor-General of Ceylon
on the recommendation of the Prime Minister g the Permanent Seeretary to the Minister of Finance 5 and a third member appointed by
the Governor-General on the recommendation of the Prime Minister» The Governor of the central bank is the Chairman of the
directorate.

In case of disagreement between the Minister of Plnanoe and the central bank,the Minister of Finanoe may direct the bank ta
adopt a policy in aceordanoe with the government's opinion.

Chile Ik

Tha members of tha central bank directorate ares 3 members appointed by the President of the Republic; h members from the
National Congress (2 senators and 2 deputies); 3 members representing the private commercial banksp 2 of whom are elected
by the national banks and one of whom is elected by the foreign banks; 3 members representing, and eleoted by private économie
groups; and one member representing private stockholders» The President of the oentral bank is the Chairman of the
directorate.

The President of the central bank is eleoted by the directorate and is subject to the following conditions as to voting powers
if the President is eleoted from among the members of the directorate, he retains full voting privileges in the directorate;
but if he is not eleoted from among the members of the directorate he may vote only in the event of a tie.

Colombia

The central bank directorate is composed oft the Minister of Finance and public Credit; 2 members appointed by the government;
3 members representing the private commercial banks, 2 of whoa are elected by the national banks and one of whom Is eleoted
by the foreign banks; 2 members eleoted by private economic groups; and one member elected by the private shareholders» The
chairmanship of the board is rotated among the members.

The Minister of Finance has a veto power on certain important policy matters, such as changes in the central bank's rediscount
rates and in commercial bank reserve requirements»
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Costa Rica

The central bank directorate is composed of 7 voting members! the Minister of Eoonomy and Finanes, and 6 persons of recognized
experience In banking matters of possessing a wide knowledge of economic and monetary affairs; appointed by the government,,
Prom among their number, the board members choose the President and Vice-President of the bank. The President of the bank
ehalrs the meetings of the board and makes polloy proposals»

Cuba

The members of the oentral bank directorate ares the President of the central bank, who is the Chairman of the board and
Is appointsd by ths Presidsnt of the country with tho approval of the Council of Ministers; 2 government officials—one the
Director of the Currency Stabilization Fund and the other the President of the Agricultural Credit Bank; 2 members representing
the private commercial banks, one of whoa is elected by the national banks and one of whom is elected by the foreign banks0
The Minister of the Treasury may participate in the meetings but has no voting power»

Denmark 25—8 17 25

Of the 25 members of the oentral bank directorate, 8 members arc elected by the Parliament from its membership; 2 members
are appointed by the Minister of Trade, Industry and Shipping, one of whoa must be an economist and the other a legal expert;
and 15 members are elected by the directorate itself0 None of these 15 members may be a member of Parliament» They must
represent and have a thorough knowledge of the various trades and industries of the country, and must also represent labor
and the different geographical divisions of the country. The Minister of Trade, Industry and Shipping, In his oapaolty as
Royal Bank Commissioner presides over meetings of the directorate but has no vote0

There is also a Committee of Directors which has 7 members» This body is an @ut®°®wth of the directorate and is composed
of the 2 members of ths directorate who are appointed by the Minister of Trade, together with 5 members elected for 1-year
terms by the direotorate from among Its members. The Committee of Directors is responsible for the current operations of
the bank and oarries out the policies of ths direotorate. Decisions of a far-reaching character cannot be taken by the
Committee of Directors unless the Minister of frade is present or has baen Informed in advanoe.

D omlniean 6 1 — 56 — — —

Republic

The directorate consists of? the Secretary of the Treasury; the Governor of the oentral bank, who is appointed by the
President of the country; and b other members, who ara appointed by the President of the country, may not hold other publie
offloe, and must be experienced, respectively, in matters pertaining to the following! (a) industry and oommerce; (b)
agriculture and stock-raising; (o) commercial banking; and (d) regional economic affairs of the country. The Secretary of
the freasury is the Chairman of the directorate.
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Eeuador

The members of the «antral bank direstorate ares the Minister of Eoonirfay3 3 government officials appointed by the National Com-
jyess, the National Economic Council and the Directorate of the National Institute of Insurance, respeetivelyg one member elected
by private banks in the coastal provinces^ one member elected by the private banks in the sierra provinces^ ani 2 members elected
by the Chambers of Agriculture, Commerce and Industry on the same regional basis as above0 These 8 members of the directorate
elect a ninth member» The .General Manager of the central bank,
permanent advisor» to the directorate but have no voting p®wes»»
central banko

who chairs the meetings, and the Superintendent of Banks, are
The la* makes no provision for the office of president of the

Egypt (see remarks)

El Salvador

Monetary, oredit and exchange policy is determined by a Supreme Committee, consisting of ths Minister of Pînaneeg the Governor
of the central bark, who is appointed by Rsyal D&cree on reeosmendatica of the Minister of Finance from two candidates nominated
by the Board of Directors^ 3 government officials (the Undersecretary ®f State for the Ministry of Finanee, the Undersecretary
®f State for the Ministry of National Economy, and the State Counsellor ®f the Advisory Section ®f the Ministry of Fir.anse)g and
2 persons selected by the B«ard of Directors of the central banko The Minister of Finance is the Chairman of the Suprem®
CornaitteSo

The Board of Directors consists of 15 members, including the Governor sf the bank, wh® are elected by the General Assembly from
Egyptians eminent in matters of finanee, commerce, industry and agriculture» The directes-» «lest, frsm amongst themselves, a
Présidant and Vice-President of the Bsçrd»

Ths central bank directorate is composed ofg the President of the central bank, who is nominated by the central bank directorate
and is electsd at the General Meeting of Stockholders, but subject to final approval by the President of the Republic- the
President of the Coffee Association! one member elected by private banksg 2 members elected by the shareholders, one of whom
must be a businessman but not a banker, the other one must not be a businessman, a banker ®r exclusively & coffee producer» The
President of the central bank is the Chairman of -the directorate»

Finland

The 9 members of the central bank directorate (Bank Committee of the Diet) are appointed by the Diet»
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France 15 10 1*+

The General Council, which is the body responsible for supervising the current operations of the central bank, consists
ef the Governor and 2 Deputy-Governors of the bank, appointed by the President of the Republic;; 7 members appointed by the
Minister of Finance, upon nomination of various cabinet members, to represent various économie interests; ^ ex-sffiei®
members from public credit institutions; one member elected by the staff ©f the central bank, and 2 "Censers", without vets,
representing the Minister of Finance, The Governor of the eentral bank is the Chairman of the General Council,

France also has a National Credit Council which has br@ad advisory functions on monetary and credit problems. The Council
is presided over by the Minister of Finance, The Governor of the central bank is ex=@ffieio Vice-President of the Couneilo
In addition, there are 38 other members, of which 17 are appointed by the Ministers of National Economy and Labor and
repressnt various economic groups; another 7 members represent varices government departments and are appointed by them;
another 7 members are appointed by tie Minister of Finance because of their competence in financial or banking matters,
and represent the Interests of various banking groups; and another 7 members are chosen by, and represent, certain publie
er semi-public financial institut!erne.

Germany 13 — — 13 13

The members sf the central bank board ere the Presidents of the 11 Land Central Banks, plus a Chairman eleeted by them,
plus the President of the Board of Managers of the central bank. The Minister of Finance and the Minister of Economy
each has a representative at meetings of the eentral bank board; these representatives have no vote, but may submit pro¬
posals and may require suspension of a decision for 8 days. The Presidents of the 11 banks are appointed by their
respective land (state) governments. As members of the eentral bank board, they coordinate central banking policies for
the Republie as a whole and appoint the management of the central bank, including the President of the Board of Managers,

Greece 12 -s> 33 =_ <; 9

The eentral bank directorate consists of the Governor, Deputy-Governor and Sub-Governor of the central bank, all appointed
by the government, and 3 members eleeted by the shareholders. Of these 9, at least 5 members must be engaged in industrial
commercial er agricultural activity; none of these 9 members may hold public office or be offieers or director of ether
banks. The Governor of the central bank is the Chairman of the directorate.

Guatemala 6 2 — 351 — — 1

The members of the central bank directorate ares 2 cabinet members—the Minister of Finance and the Minister of Economy,
each of whom may delegate his functions to one of the high offieers of his respective minictry; the Fkwsidcnt and the Vice-
President of the central bank, appointed by the government from a list submitted by the central bank directorate; one member
elected by the private banks; and one member eleeted by the government-owned University of San Caries, The President of the
eentral bank is the Chaimaa of the directorate.
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The central bank directorate Is composed of the President, the Vice-Presidentp the General Manager, and the Assistant General
Manager of the central bank. The President of the central bank Is the Chairman of the directorate.

The nenbers of the eentral bank dlreetorate ares the Minister of finance; one member representing the governasnt's National
Development Bank, who Is appointed by the directorate of said bank; the President of the eentral bank; one member eleoted
by private eommerelal banks; and one member elected by private economic groups. The President of the ocntral bank is the
Chairman of the directorate*

The eentral bank directorate is composed of 5 Governors. The Chairman is appointsd by the Minister of Banking Affairs (who
usually simultaneously holds the portfolio of Minister of Finance); the remaining •+ members are appointed by the Committee of
the NatlonsLl Bank of Ioeland, which consists of members of Parliament and the Minister of Finance. The law makes no spcolfic
provision for professional qualifications of -Mis members of the directorate; In praotloep members have Included cabinet
ministers and members of Parliament.

The directorate appointe 3 Managing Directors vho act as the permanent axeeutlve officers of the bank.

India 12 12 12

Of the total directorate of lh members, all of whom are appointed by the Government, only 12 have voting power. Of these 12,
4 aire specifically required to be repreeentative of oertaln geographic and economic Interests. The Governor and one of the
2 Deputy-Governors of the eentral bank are voting members. Of the two non-voting members, one must be a government official
and the other le the second Deputy-Governor of the bank.

The Central Government may from time to time give such directions to ths bank as It may, aftsr consultation with the Governor
of the bank, eonelder neoessary in the publie Interest.

Iran
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The 4 members of the central bank directorate ares the Governor of the central bank, appointed by Royal Decree upon the
proposal of the Minister of Finance and with tfie approval of the Council of Ministers; and the Deputy-Governor and 2 Vise-
Presidents of the central bank, appointed by the Council of Ministers upon the proposal of the Governor of the bank. The
Governor of the central bank is the Chairman of the directorate.

Iraq

The central bank directorate consists of the Governor-General of the central bank and 8 other members, all appointed by the
Council of Ministers. Of these 8 members, 3 are chosen from panels submitted by the Chambers of Commerce, the Chambers
of Agrlsulture and the commercial banks, respectively.

Ireland ? 2 7 9

The central bank directorate Is composed of the Governor of the central bank, who is appointed by the President of the
country on the recommendation of the government; 3 members appointed by the Minister of Finanee from a panel submitted by
member banks; and up to 5 members appointed by the Minister of Finance directly, not more than 2 of whom at any one time
may be in the permanent servioe of the state. In the event of a tie, the Governor of the central bank Is empowered to east
the deciding vote.

Italy 5 5 5

Full authority to determine monetary policy is entrusted to a national eounell—the Inter-Ministerlal Committee for Credit
and Savings—composed of the Minister of the Treasury as Chairman, and of the Ministers of Finance, of Agriculture, of Industry,
and of Foreign Trade. The Governor of the central bank, although not a formal member, attends the sessions of the Committee.
The responsibilities of the Inter-Mlnlsterlal Committee cover not only broad problems of monetary polley but also matters of
banking practices.

The bank has a governing board, sailed the Superior Couneil, whose membership eonslsts of s the Governor, the Dlreetor, and
the Dsputy-Dlrestor of the central bank, all three of whom are appointed by the Superior Couneil with the approval of the
President of the Republie; and 12 members appointed by the stockholders with the approval of the President of the Republic.
The role of thle board Is somewhat greater than might be expeeted In view of the broad authority of the Inter-Ministerial
Committee. The reason for this Is that the bank is eharged not only with responsibility for Implementing the broad deelslons
of the Committee but aleo with pr»g#ntlng to the Committee reporte and studies of those problems whleh are within the
Coaraittee>e competence.
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Japan

Tho nenbors of the central bank directorate are: the Governor of the eentral bank, appointed by the cabinet; 2 non-voting
nonbers representing the Ministry of finance and the Eeononle Stabilisation Board; 2 persons with outstanding experience and
knovlodge of flnanolal affairs, one experienced in prefeetural banking and the other cxperleneed In large elty banking; a person
of outstanding experlense and knowledge of comercial and Industrial affairs; and a person with slnllar qualifications In the
field of agricultural affairs. The last b nenbers listed above are appointed by the Cabinet with the approval of both Houses
of tho Legislature. The Chalrnan of the directorate Is sleeted fron aaong the nenbers.

The Minister of finance supervises the bank and, If he deens It
bank, he nay ordsr the bank to undertake any necessary business
astiens.

especially necessary for the attainment of the objectives of the
or nay order alterations In the by-laws as well as other necessary

Korea

The eentral bank dlreetorate eonslsts of the Minister of finance and of the following nenbers appointed by the President of the
Republic with the approval of the State Council: the Governor of the bank; 2 nenbers fron a panel drawn up by the banking In¬
stitutions; one nenber fron a panel subnltted by the Korean Chamber of Ceauneree and Industry; a nenber fron a panel subnitted by
the Ministry of Agriculture and forestry; and a nenber fron a panel subnltted by the Eeononle Board of the Office of Planning.
The Minister of finance Is the Chalrnan of the dlreetorate.

Mexico

Of the J nenbers of the eentral bank dlreetorate, 5 ere appointed by the govornnent and the remaining 4 are elected by the
private oonaeroial banks and other private shareholders together, If the private non-bank shareholders hold 15 per cent of the
total shares, however, they nay by thenselves eleot one of the If directora. The Chalrnan of the board Is ohosen by the dlreotors
fron aaong their nenbershlp.

The Minister of flnanoe has a veto power over resolutlone of the board whioh refer to monetary, credit, or exohange natters or to
borrowing abroad by the oentrai bank

letherlands 5 to 7 — — 5 to 7 5 to 7

The eentral bank dlreetorate oonslsts of the President and the Seoretary of the eentral bank plus not less tham J or nore than
5 other nenbers. The exast number Is deternlned by the existing dlreetorate and by a Board of Conalssloners. The entire dlreetorate
Is appointed by the Crown fron a nomination Hat drawn up jointly by the existing dlreetorate and the Board of Conalssloners.
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The Minister of Finance is empowered to issue directions to the directorate of the central bank in order to coordinate the policies
of the bank with the policies of the government,
decides the issue.

If the directorate objects to such a directive It may appeal to the Crown,, whloh

New Zealand

Of the 3 voting members; 7 ere appointed by the Governor General of New Zealand. These members may not hold public office. The
remaining 2 members are the Governor and the Deputy-Governor of the bank; who are also ohosen by the Governor General but upon
the recommendation of the other members of the directorate. The Governor of the central bank is the Chairman of the directorate.
The Secretary of the Treasury is a non-voting member of the directorate.

In the exercise of their functions; the Governor and the directorate must carry out any resolution of the House of Representatives
with respect to the policies or operations of the bank.

Nicaragua
(issue Dept.)

The members of the oentral bank directorate arei one member who is elected by the Administrative Board of the bank as President
of the bank as a whole (both Banking and Issue Departments); one member appointed t»y the President of the Republic; one member
eleoted by the private commercial banks. The President of the bank is ths Chairman of the directorate.

Norway 15 15 15

The two main organs of the oentral bank are the Supervisory Council; which has 15 members; and ths Board of Management; whloh
has 5 members. No member of the government may be a member of the Supervisory Counoll or of the Board of l&nagement. The mem¬
bers of the Supervisory Council are eleoted by Parliament. The members of the Board of Management are the Governor and Deputy-
Governor of the central bank; appointed by the King after consultation with the Supervisory Council; and 3 other members
eleoted by Parliament. The Board of Management carries out the decisions of the Supervisory Council,

Paklstaa 10 (see remarks)

The oentral bank directorate consists of: the Governor of the oentral bank; who is the Chairman of the board; 6 members ap¬
pointed by the government; one of whom is a government official; and 3 members eleoted by the shareholders.
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Paraguay

The eentrai bank directorate is ssmpfsed ofs the Minister of Fiaanse, who is the Chairaa» of the Baardg the President of the
©entrai bank, who is appointed by the President of the Republi©g and 2 other members appointed by the Président of the Republi©
from a panel of oandidates seleeted by the Administrative Gwiaeil of the central bank o The AAnimistrative Council of the bank
has 6 members, one of idiom is the President of the bank» The President of the Republi© appoints the other 5 members, but 2 ®f
them must be ©hosen from a list of 5 names submitted by certain specified private eeonoaie groups» The Administrative Gisuneil
has administrative and operating responsibilities, especially with reference to the ©ammersial banking end mortgage departments
of the central bank,but has no responsibility for matters of monetary peli©y0

Peru

Philippines

The ©entrai bank direotorate ©onsists ofg 3 members appointed by the government, ene of whom must bs eitperien^ed in labor
matters (n© qualifieatieas are speaifisd for the other 2)g 2 members elected by the ©sawer-cial beaksg 3 members elected by
sertain private eeonoai© groups? and one member representing the private non-bank shareholders» The President and Vies-Presldent
@f the ©entrai bank are sleeted by the diraetorate and are subjest to the following conditions as to voting power? if a member
®f the ©entrai bank direetorate is sleeted President or Viee-Prssident ®f the ©entrai bank, he retains hie voting privileges in
the direetorateg but if a person who is not a dirsetsr is elected President or Vise-President of the ©entrai bank, he may vote
©niy in the event of a tie0 The President of the ©entrai bank is the Chairman of the board»

The members of the ©antral bank directorate are g the Secretary of Finance, who presides over meetings of the board; the
President of the Philippine National Banks Chairman of the Beard of Governors of the Rehabilitation Finanse Corporations
and 4 members, ineluding the Governor of the central bank, appointed by the President of the Republi© with the ©ensent of the
©©■mission on Appointments, in accordance with the requirements for eompetence in the field of banking, finance, ©ommeroe,
agrioulture or Industry prescribed by law»

Portugal 13 10

The members of the central bank direotorate are g the Governor and 2 Deputy-Governors of the ©entrai bank, appointed by the
Minister of Finance; and 10 other members eleeted by the shareholders» The Governor of the ©entrai bank is the Chairman of the
Board»

South Afriea 11
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The Gcvernor<=Generai of the Unien of South Africa appoints the Governor and Deputy^Goveraer of the bank and 3 ether members of
the dlrcetorate0 The renalning 6 nenbers are sleeted by the private shareholders» Of these 6 members, 3 must be experienced
in etwaereial and financial affaire, one must be experienced in agricultural affairs and the renalning 2 members must ha'*»
similar qualifieatione in industrial affairs» In the event of a tie, the Governor of the ©entrai bank, as Chairman of the
directorate, is empowered to cast the deciding vote0 A director may not be a director, officer or employee of a commercial
banks he also may net be a senator, a member ©f the House of Assembly, ®r a Provincial Councillaro

Spain 27 10 12 17

The members of the central bank directorate ares the Governor and the Sub=Governer of the central bank, who are appointed by the
Couacil of Ministers upon approval by the Minister of finance; the Director General of Banks and Stock Market»; 1+ members
representing general économie interests, appointed by the Government; one member appointed by official banks; 2 appointed by the
Superior Banking Council; 1 elected by the Chambers of Commerce Council; 2 by labor groups; 1 by savitgs banks; 1 representing
the employees of the central basic and eiested by the Bank and Steck Market Syndicate; and 12 members sleeted by the stockholders,,
Except for the b members appointed directly by the government, all the members of the directorate must have the approval of the
Ministry of Finance,, The Governor of the central bank is the Chairman of the directorate,,

The law provides that the Minister of Finance, with the consent of the Council of Ministers, may perform certain central baridng
functions as well as determine monetary policy in générale

Sweden

Of the 7 members of the eentral bank directorate, 1 member, who is appointed by the King, is the Chairman of the directorate and
may not hold any other office in the bank; the remaining 6 members are elected by Parliament» The Governor of the central bank
is elected by the directorate from among its members; the Deputy=Oov#rnor of the bank is appointed by the directorate from among
or outside themselves»

Switzerland bo 25 25 15

Of the bo members of the Bank Council, 25 are appointed by the govermsent and 15 are appointed by the shareholders,. There must be
adequate representation of commerce, industry and agriculture on the directorate» The Governor of the central bank is appointed
by the Federal Government, on recommendation of the Bank Council» The Viee~President and the third member of the "General Directorate"
are similarly appointed» The General Directorate is an exeoutlve committee responsible for the routine operation of the bank»

Thailand 5 5 5
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Tha aaabars of tha central bank directorate aras the Governor and Deputy-Governor of the central bank, appointed by the Crown upon
the raooaaandat&on of the govwraaentg and 3 other direetorsg appointed by the Council of Ministers upon the recoaaendatlon of the
Minister of finança0 The Minister of finance la not a aaabar of tha central bank directorate but has general supervisory powers over
the bank.

The central bank dlrestorate la eoaposed ofs 2 aeabers appointed by the Minister of finance with the approval of the Council of
Minieterag 2 aeabers slseted by the private baakeg •■• aeaber elected by the private ehareholdersg one aeaber elected by the
Chaabere of Ceaaaree and Industry with the approval of the Minister of National Eeonoayg and 2 aeabare elected by agricultural
cooperative»,, One of the 2 aeabers appelated by the Minister of finance acts as Chairman sf ths board»

United Kiagdea 16 18 18

Halted States

The eentral bank dlreetarate (Court sf Directors) is ceapsaed of a Governor, Deputy-Governor and lé aeabersp all appointed by the
Creva» Meabers of the directorate aay net held elective or appointive office. The Governor of the bank acts as Chairman of the beard.

The Treasury aay frea tlae te tiae give such directions to ths bank ae, after censultatlea with the Oeveraer of the bank, it ballaves
ta ba necessary far the publie interest.

The 7 aeabere ef the Beard of Owvernere are appelated by the President of the United States, with the advioe and consent af the
Senate, The Chairnan and Vlse-Chalraan ara appalated by the President frea aneng the Board aeabers, Ne aere thaa ene aeaber aay
ceae frea any one federal Reearve District, The law alec provide» that there shall bs a fair representation ef the financial,agricultural, industrial and ceaaereial interests and of the geographical divisions of the country.

Each of the 12 federal Reserve Banks has 3 directars, 3 af whoa are known as Class A dirsetsrs, 3 as Class B director», and 3 asClass C dlrscters. Class A and Class B directars art elected by aeaber banks. The 3 Class A dirsotsrs must be bankers, Ths
3 Class B dirsetsrs aust bs actively engaged in the district in conacre#, industry, or agricultura. Th# 3 Class C directors are
appelated by the Beard ef Oeverners, They auet not be effleers, directors, eaplsyees, #r steekhsldsrs sf any bankg ens of theais appelated by the Beard ef Governors as Chalrnan sf ths Reserve Bank's beard ef directors.

Uruguay

Tha 5 aeabers ef theeentral bank dlreetarate, including the President ef tha oentral bank Mia aeta as Chairman ef the beard,
are appointed by the President ef the Republic.
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Tha central bank directorate consists of? the President of tha central bank, who is aoaiaated by the President of the Republie aad
elected by the shareholders; h aeabers who arc appointed by the President of tha Republic and oust have outstanding axpericnea in
agricultural, eonnereial and industrial natters; one nenber elected by tha National Banking Counoil; and 3 aeabers from different
occupationsp elected by the private shareholders. The President of the central bank acts as Chalrnan of the board.

17 I» eases in which government agencies or institutions are represented on the central bank boardptheir representatives have been classified as
government appointees.
2/ In virtually every easep the president of the central bank, in the absence of information to the contrary, tas been classified as an appointee
from outside the government because he does not hold any other government office, unlike tha ease of oertain ex-offlclo members of central h..v
directorates who are simultaneously offlelals of other government ageneles.




