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THE CASE for a central bank, L
at arm’s length from the gavern- P

i ment of the day. has been made

in different ways. Professor

Milton Friedman has often pro-

posed that the U.S. Fed, which

is already independent on .
paper, should be under an
obligation to maintain the

growth of the money supply

within a stated range, to be

departed from only in pre-

scribed emergency conditions.

Mr. Peter Jay, before he went

to Washington, suggested that
Parliament should establish an
independent ‘Gurréncy Commis- il 1
sion, bound by a similar ‘ ‘
formula, of which the Bank of 2 i
England would become an , il
executive agency.

Rules |

Sir  Geoffrev Howe." 'when

Shadow Chaucellor, uige sugs i kg,
gested that the Bank of Iingiand o Tl
should ;bé direetly  responsible 608 b

_to Parliament via thé appro-
* priate  Select Commitiee. He
did mot élaborate a ggeat deal;
but the object of any sensible
reform is surely not to give the
Bank, whose directors are
neither elected by voters nor
chosen in the market place, dis-
cretion to do what it likes, but

b Parliamentary, although the
British system would make that

“33# these changes X And with gdod
reason . from its own point of
view. For although such plans
might loosen Ministerial reins,

# p they would also reduce Bank of ek ‘wi&ﬁw
; v BEngland discretion. The Bank, Wﬁ

3 as at present constituted, has a 17

vested interest in opposing all
elements of automaticity or
guidelines. It prefers the real
if undefined powers it possesses
from discretionary action in the /
financial markets: and from
being able to.put in a word in ; .

i * . high places to any more auto- o il

w. ' matic framework. If we are to . . | i :

»w}ll have 'a monetary constitutionmx Fina

the central bank would look
very different o today’'s Bank
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which wou ;
oyl Uiy o " to have particular influence
i W, ' 'with the Prime Minister or the
e Chancellor. In the 1920s,
‘ guft Norman discredited

nd money for two genera- .

#"flons' by Qbu 'the wool over
Churchill’s eyes and persus o
him to go back to gold at an

overvalued parity. In the 18508

“and 1960s many people were

. put oft anﬂ-lpmonary policies
by the sheet badness of argu-
_ments put up on their behalf

_'Then in the late *

i e " ."‘“ *hr‘ k used itl'mx ok
ﬂuen&;‘%&‘wy d aluation;*§ i
LU thus increagsing , its pains.
‘ Although the prime responsi-
“bility for the monetary ex-
plosion of the early 1970s was
with the Heath Government’s
e “dash for growth,” the Bank
7 was all too ready to provide
rationalisations for what
.occurred, together with plenty

; s .of errors of its own.

gl o CHA e “The top levels of the Treasury
. and Bank must share responsis
bility for the h&!?iﬂa{‘tﬁb“ﬂh-
* 4ng -monetary targets in the
e middle 1870s and the resulting
By traumatic negotiations with the
i IMF. The Treasury dragged its

o

feet more on the idea of the
target and the Bank more on

&% 4 the means of implem n, .
" ' ' The targets—whose [comiple N2
e fulfilment has been a Bood dea ;

| better . than 'nothing — were
; . due to the work of
| middle - level officials, with

oceasional encouragement from
Mr. Denis Healey himself. In
the U.S. a good case can be made
‘for the view that the country
' it Y had more monetary stability be-
/ fore the establishment of the
: Fed in 1913 than after,

A study of Bank of England
Goversiors’  speochos  suggests
that 'the Bank iine ‘has for a
jong time been to favour a mix-
ture of pay controls with some
.ghort-term and discretionary
monetary guidelines. At a more
§ ; : technical level the Bank of Engri. i
o 4 land’s archaic methed: ofsselling g
i stock, which works by creating
crises and giviry a free ride to
©  gilt-edged speculators must bear
; some of the responsibility for
recent failures of moneta
olicy. As for the design of the
S g llfated variable interesi stock,
o »r»uw,gygﬁw»%lg,he lesg said the better. ./

A s
%&‘rw? e L AR

i @ei-&‘ww : ki i
a8 qui*mk Wi

Part of the troub ; (
wthat the Governor of the Bank :
of England sees himself not
merely as a central banker, but

as headmaster of the whole .. sl
RN i

financial systerna -

- e { S
#""0f course Mr. Gordon "
Richardson has particular ex- ik f

\ perience in these areas, which
is all to the good under present
arrangements. But what would
one not give for someone who . .«
: was content to be judged D
“ terms of his success in maintain- y
| ing pre-announced mediur-term
monetary guidelines — which
would be perfectly compatible
* . | with a “lender of last resort™ . ® !
§ function? . :
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