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When Do Central Banks Become an Effective Economic Institution?
Roles of Central Bankers’ Characteristics and Policy Mandates
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Experiencing the Great Recession and the global recession caused by the Covid-19 pandemic,
the role of central banks in economic policy has never been greater. On the other hand, the rise
of populism has led to criticism of policy decisions made by independent central banks which
do not hold electoral accountability. How can this dilemma between expertise and democracy
be reconciled?

With this pertinent problem in mind, this study examines (1) how the effectiveness of
communication over monetary policy between the central bank and citizens changes and (2) how
the expansion of the bank's policy mandate is generated. First, we examine under what conditions
of central bankers people perceive the central bank's monetary policy as credible. Through
survey experiments in Japan and the U.S., we randomly present subjects with information on
attributes of central bankers on the central bank's policy committee, in particular (i) policy
credentials and (ii) gender, and then we ask respondents about their expectations for the bank's
monetary policy.

Second, through a textual analysis of central bank laws worldwide, we constructed a cross-
national data set that measures differences in the economic policy authority. Using this new
data set, we examined how differences in authority over economic policy arise. We found that
democratic regimes and high state capacity are negatively correlated with the width of central
bankers’ policy mandates. Our findings are a first step to move beyond the "fiscally conservative
central bank" assumption and explore implications for varieties of policy mandates of central

bankers.
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