, One Hundred and Thirty Years of Central Bank Cooperation

end to reparations, central bank cooperation has been the main objective

~ of the BIS.*
The 1935 BIS Annual Reportasked: “Cooperation on what? With what
objectives in view? How?”> With the insight of 130 years of history, this
One Hundred and ,HT:.S\ Years of Central chapter tries to answer three questions: How did changing international
Bank GOO@@HNQOBN A BIS @mwmﬁmnﬁm/\m monetary and financial conditions shape the targets and tools of cen-

tral bank cooperation? What conditions determined its intensity? Did a

1 structured organization, such as the BIS, make a difference?
CLAUDIO BORIO AND GIANNI TONIOLO This chapter will not discuss the desirability of cooperation. We focus

primarily on the process, rather than the ultimate outcomes of cooper-
ation, and we do so from a positive rather than normative perspective.
In other words, while we fully recognize that cooperation based on the
wrong “model” of how the economy works or on the wrong analysis of
INTRODUCTION? current and future conditions can have perverse effects, we do not make

. . i . such assessments in the scope of our analysis. We are only interested
The idea that an “international bank” would facilitate central bank coop- . ) ) ol )
. i in understanding what factors shape cooperation and in its immedi-

eration dates back to the late nineteenth century (Toniolo 2005: 20-23). ) ] o
- . . ) ) . ate results. Thus, we consider cooperation effective simply to the extent

It was officially revived in the immediate postwar period, particularly . . ) )
) ) . . that its proximate goals are achieved (e.g., supporting an exchange rate

at the 1922 Genoa economic conference. In keeping with the vision of ) .
. arrangement, reaching agreement on a set of prudential standards) and
Governor Montagu Norman of the Bank of England, the Bank for Inter- . ) )
) ) - do not address the trickier question of whether those actions promote

national Settlements (BIS), established in 1930 to facilitate the transfer . ] .
. ) o . the ultimate goals (e.g., economic welfare more generally). We define

of German reparations, was also given the mission of promoting central . ) . )
. ] . cooperation broadly to include both purposeful exchanges of information

bank cooperation.’ Since July 1931, when the Hoover moratorium putan « N . . . . C e
(“low-key” cooperation) and joint decisions and implementation ( high-

profile” cooperation).”

' Claudio Borio, Head of Research and Policy Analysis, Bank for International Settle-

ments. Gianni Toniolo, Research Professor of Economics and History, Duke University, * Article 3 of the current BIS Statutes, including also the ancillary missions of providing

Durham, NC. additional facilities for international financial operations and [acting] as trustee or
* The authors would like to thank Gunter Baer, Piet Clement, Andrew Crockett, Marc agent in regard to international financial settlements.

Flandreau, Charles Freeland, Ryozo Himino, Miles Kahler, Alexandre Lamfalussy, John > BIS, 5th Annual Report, Basel, 13 May 1935, pp. 41-44,

Lowen, Robert McCauley, Paul Van den Bergh, and an anonymous referee for their 8 For example, central bank cooperation may have been effective in delaying the collapse

helpful comments. The views expressed by Claudio Borio are his own and not necessarily of the Bretton Woods system, but whether the achievement of this proximate goal

those of the BIS. was, on balance, positive or negative for the world economy is a separate question — a
3 Article 3 of the BIS Statutes. question, in fact, about which a heated debate exists.

7 In practice, exchange of information is critical and accounts for the lion’s share of

international cooperative efforts. The exchange is aimed at (a) developing a better
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