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Abstract

In this paper we have updated Central Bank Transparency Index from 2011 to
2016, following the methodology of Eijffinger and Geraats (2006) [1]. Then,
we break down the index’s aspects and we analyze which are more likely to be
changed through time. This, in respect to the annual data we have collected,
makes clearer how the recent financial crisis has affected the Central Banks’
transparency trend and offers interesting insights for monetary policy trans-
mission. Also, we divided the countries into developed, emerging and fron-
tiers, as there is difference in their indexes changes, probably related to their
economic and financial development.
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1. Introduction

The new paradigm in monetary policy is that Central Banks have to be transpa-
rent as well as independent. The communication of monetary policy actions and
projections about important macroeconomic and financial variables to the pub-
lic is crucial for the effectiveness of monetary policy. There is an important
strand of the literature highlighting the beneficial effects of increased transpa-
rency on the transmission mechanism of monetary policy to the real economy
[2] [3]. Additionally, the benefit of Central Bank transparency on macroeco-
nomic and financial outcomes is also highlighted by the existing literature
[4]-[11].

The objective of this study is twofold: Firstly, we update the index of Central
Bank transparency for 34 countries over the period from 2011 to 2016, following
the methodology of Eijffinger and Geraats [1] Secondly, we provide evidence of

the evolution of each aspect of Central Bank transparency in our effort to inves-
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tigate which aspects seem to be more important and progressing in the post-cri-
sis period.

An important result of the crisis is the recessionary effects for the economies.
However, Central Banks that might have multiple objectives could probably de-
cide to embrace secrecy in order to obtain better results in terms of lower unem-
ployment. On the other hand, more opaque monetary policies may negatively
affect the credibility of Central Banks, with severe consequences for the effec-
tiveness of monetary policies. Moreover, there is always enough space to im-
prove transparency, especially for emerging and frontier economies that exhibit
relatively low levels of transparency. In such a context, the investigation of the
evolution of transparency as a whole as well as the progress of each aspect is of
outmost interest.

The remainder of the paper is structured as follows. Section 2 describes the
methodology employed to update the index of transparency. In Section 3 we
present the index of transparency for the period of investigation. In Section 4, we
present separately each aspect of transparency while highlighting the trend. We

conclude in the last section.

2. Methodology

The transparency index is based on the methodology developed by Eijffinger and
Geraats [1] and the aspects they proposed. Although there are several other stu-
dies measuring Central Bank transparency, Eijffinger and Geraats promote the
most accurate measure of Central Bank transparency as they distinguish its dif-
ferent aspects such as political, economic, procedural, policy and operational
transparency'. This makes it easier to predict which aspect is more likely to
change over time.

All data were drawn from Central Banks’ websites, from their publications,
quarterly and annual reports and committees meetings’ transcripts. Then we
asked from Central Banks to judge our completed questionnaires and either
agree or disagree, by justifying their proposals. Except for the final valuation, we
have chosen to break down the index and see which aspect of transparency is
more respected by these Central Banks.

The countries are divided into groups of developed (Canada, USA, Australia,
New Zealand, Hong Kong, Japan, Singapore, Israel, Denmark, Iceland, Norway,
Sweden, UK and Switzerland), emerging (Egypt, South Africa, Mexico, Chile,
Korea, India, Indonesia, Malaysia, Philippines, Thailand, Saudi Arabia, Turkey,
Hungary and Russia) and frontier countries (Jamaica, Argentina, Jordan, Roma-
nia, Ukraine, Croatia), as proposed by the Morgan Stanley’s Index for countries
classification. We have individually added the ECB as it represents a group of

developed and emerging countries.

"There are several studies that produce an index of Central Bank transparency. See, among others,
Fry et al [12], Siklos [13] [14], Crowe and Meade [15], Papadamou [16] and Dincer and Eichengreen
[17].
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3. Central Bank Transparency Index

In Table 1 we present Central Bank transparency indexes from 15 developed
countries, 14 emerging countries and 6 frontier countries, as divided by the
MSCI Index, also including the European Central Bank, over the period
2011-2016. All of these countries are main contributors to the world GDP and
their policies play major role to other countries’ policies.

The most transparent Central Banks are from Sweden, Hungary, Japan, Icel-
and, UK, Australia, New Zealand and the ECB, while the least transparent are
Saudi Arabia, Jordan and Singapore. We observe that Central Banks such as
Switzerland and the ECB have substantially increased their levels of transparen-
cy, while there are other Central Banks including the FED and Australia, which
remain almost unchanged over the period of investigation.

As we can presume from Figure 1 there is a trend of increase in Central Bank
transparency, which has also been indicated by Dincer and Eichengreen [17]. On
average, the transparency levels of developed countries rose from 11.14 to 11.57
during the investigated period, while emerging countries’ transparency slightly
increased from 8.43 to 8.79 and frontiers showed a greater increase from 6 to
7.33.

All categories of countries, though, have in common a boom between 2014
and 2016. This happened because all major countries set the priority of keeping
price stability in their markets. To this extend, a central bank must set an explicit
prioritization of quantified inflation level (i.e., an inflation targeting regime) and
this automatically gives a boost of +1 to +2 in transparency. All developed coun-
tries had already had objectives of their monetary policy and many of them gave
the priority to price stability, so they did not gain. Emerging and frontier coun-
tries, which had in common no prioritization and quantification of their mone-
tary policy’s objectives, earned from valuating their monetary policy. There is a
positive relationship between low and stable inflation with high transparency [4]

[18], so as Central Banks want to increase their countries’ price stability and se-
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Figure 1. Trends of transparency index.
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Table 1. Transparency index.

Country 2011 2012 2013 2014 2015 2016
Canada 14 14 14 13 13 13
USA 10.5 10.5 10.5 10.5 10.5 11.5
Australia 12 12 12 12 12 12
New Zealand 14 14 14 14 14 14
Hong Kong 7.5 7.5 7.5 7.5 7.5 7.5
Japan 11.5 10.5 13.5 13.5 14 14
Singapore 5.5 5.5 5.5 5.5 5.5 5.5
Israel 11.5 11.5 11.5 11.5 11.5 11.5
Denmark 8 8 8 8 8 8
Iceland 13 13 13 13 13 13.5
Norway 11 11.5 11.5 11.5 11.5 11.5
Sweden 14.5 14.5 14.5 14.5 15 15
United Kingdom 13.5 13.5 13.5 13.5 13.5 13.5
Switzerland 9.5 9.5 9.5 9.5 9.5 11.5
Egypt 7.5 7.5 7.5 7.5 8 8
South Africa 8.5 8.5 8.5 8.5 8.5 8.5
Mexico 8.5 8.5 8.5 8.5 8.5 8.5
Chile 9.5 9.5 10 10 10 10.5
Korea 11 11 11 11 11 11
India 6.5 6.5 6.5 6.5 6.5 8.5
Indonesia 7.5 7.5 7.5 7.5 7.5 7.5
Malaysia 7.5 7.5 7.5 7.5 7.5 7.5
Philippines 9 9 9 9 9 9
Thailand 9 9 9 9 9 9
Saudi Arabia 0 0 0 0 0 0
Turkey 10 10 10 10 10 10
Hungary 14.5 14.5 14.5 14.5 14.5 14.5
Russia 9 9 9 9.5 9.5 10.5
Jamaica 6.5 6.5 6.5 7 7 7
Argentina 7.5 7.5 7.5 7.5 7.5 7.5
Jordan 3 3 3 3 3 3
Romania 9 9 9 9 9 9
Ukraine 5 5 5 5 5 10
Croatia 5 5 5 5 5 7.5
ECB 11 11 11 11 12.5 13.5
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cure their low levels they must also recognize respect the importance of high
transparency as it can secure the policy’s effectiveness. While targeting inflation,
many central banks decided to become more transparent by increasing other
aspects of transparency except for the political aspect, which refers to the quanti-
fication of policy primary objectives. For example, the inflation targeting comes
with forecasts about inflation [4] and this can add +0.5 to a Central Bank’s

transparency.

4. The Evolution of Different Aspects of Central
Bank Transparency

According to the terminology of Geraats [4], there are five aspects of central
bank transparency, namely political, economic, procedural, policy and opera-
tional.

The political aspect of the transparency index refers to the independence be-
tween the Central Banks’ administrative council and the Government and
whether are there primary objectives of the monetary policy and if they are
quantified (see Table 2).

All emerging and frontier countries Central Banks have in common, that they
do not sign explicit contracts with the administrative council, but state that there
must be no relations with the government and also they have objectives but with
no prioritization and quantification. Some frontiers also do not state the
non-existence of relations with the government. In contrast, Central Banks in
the developed countries had in common the prioritization of the monetary poli-
cy objectives and some of them had contracts with the government or quantified
the main objective. In 2013, it was observed that the vast majority of the devel-
oped countries” Central Banks started to prioritize their policy objectives, quan-
tify them and also sign contracts or state no relations with the government. As it
can be seen from Figure 2 there is an upward trend regarding the political aspect

of Central Bank transparency.
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Figure 2. Political aspect trend.
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Table 2. Political aspect.

Country 2011 2012 2013 2014 2015 2016
Canada 3 3 3 3 3 3
USA 1 1 1 1 1 1.5
Australia 2.5 2.5 2.5 2.5 2.5 2.5
New Zealand 2.5 2.5 2.5 2.5 2.5 2.5
Hong Kong 2.5 2.5 2.5 2.5 2.5 2.5
Japan 1 1 3 3 3 3
Singapore 1 1 1 1 1 1
Israel 2.5 2.5 2.5 2.5 2.5 2.5
Denmark 1 1 1 1 1 1
Iceland 2 2 2 2 2 2
Norway 2 2 2 2 2 2
Sweden 3 3 3 3 3 3
United Kingdom 2.5 2.5 2.5 2.5 2.5 2.5
Switzerland 3 3 3 3 3 3
Egypt 1 1 1 1 1 1
South Africa 1.5 1.5 1.5 1.5 1.5 1.5
Mexico 1 1 1 1 1 1
Chile 2.5 2.5 2.5 2.5 2.5 2.5
Korea 2 2 2 2 2 2
India 1 1 1 1 1 2
Indonesia 1.5 1.5 1.5 1.5 1.5 1.5
Malaysia 0.5 0.5 0.5 0.5 0.5 0.5
Philippines 2.5 2.5 2.5 2.5 2.5 2.5
Thailand 2 2 2 2 2 2
Saudi Arabia 0 0 0 0 0 0
Turkey 2 2 2 2 2 2
Hungary 3 3 3 3 3 3
Russia 2 2 2 2 2 2
Jamaica 1 1 1 1 1 1
Argentina 1.5 1.5 1.5 1.5 1.5 1.5
Jordan 1 1 1 1 1 1
Romania 1.5 1.5 1.5 1.5 1.5 1.5
Ukraine 2 2 2 2 2 2
Croatia 2 2 2 2 2 2
ECB 3 3 3 3 3 3
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The economic aspect of transparency, presented in Table 3, refers to the dis-
closure of main economic data, such as GDP, CPI, Money Supply, Employment
or Unemployment and Capacity Utilization, the forecasts of the main variables
(GDP and CPI) and whether the Central Bank discloses or not the macroeco-
nomic models it uses.

The vast majority of Central Banks publish two to four variables. Most of de-
veloped countries’ Central Banks publish 4 variables (not Capacity Utilization),
while Japan, Iceland and Sweden publish all data mentioned before. Central
Banks in frontier countries are more transparent than emerging also at this as-
pect. Most Central Banks report 3 - 4 variables value at least quarterly and fore-
casts for GDP and CPI at least annually. Central Banks in emerging countries are
less transparent usually publishing 2 - 3 variables quarterly and at least annual
reports of CPI and GDP expectations, while not disclosing macroeconomic
models.

This aspect has the most upward course through time for all 3 categories (see
Figure 3). The possible reason for this is that the inflation targeting policy of
most Central Banks leads to Inflation Forecasts publishing at least quarterly
while being more transparent. Also, inflation targeting leads to adoption of ma-
croeconomic models or model development.

In Table 4 we present the procedural aspect of transparency, which refers to
whether the bank releases the framework under which decisions were made, in-
cluding minutes of explanations, the monetary policy framework and voting
records.

Central Banks in developed countries publish minutes of explanations and the
framework under which decisions were made. Some of them also publish the
voting records from monetary policy committee meetings, and so they reach a 2
to 2.5 with the most transparent central banks having a 2.5 to 3, as the UK, the
USA, Norway, Iceland, Japan, New Zealand and Sweden. Central Banks in
emerging countries usually publish some explanations and the framework but
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Figure 3. Economic aspect trend.
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Table 3. Economic aspect.

Country 2011
Canada 3
USA 2.5
Australia 2.5
New Zealand 2.5
Hong Kong 2
Japan 2.5
Singapore 2
Israel 2.5
Denmark 2.5
Iceland 2.5
Norway 2.5
Sweden 2.5
United Kingdom 2.5
Switzerland 3
Egypt 1
South Africa 1.5
Mexico 1.5
Chile 0
Korea 2
India 0.5
Indonesia 2
Malaysia 1
Philippines 2
Thailand 2
Saudi Arabia 0
Turkey 1.5
Hungary 3
Russia 1.5
Jamaica 1.5
Argentina 2.5
Jordan 1
Romania 2
Ukraine 2
Croatia 0.5
ECB 2.5

2012

3

2.5

2.5

2.5

2

2.5

2

2.5

2.5

2.5

2.5

2.5

2.5

1.5

1.5

1.5

1.5

1.5

2.5

0.5

2.5

2013

3

2.5

2.5

2.5

2

2.5

2

2.5

2.5

2.5

2.5

2.5

2.5

1.5

1.5

0.5

0.5

1.5

1.5

1.5

2.5

0.5

2.5

2014 2015 2016
3 3 3
2.5 2.5 2.5
2.5 2.5 2.5
2.5 2.5 2.5
2 2 2
2.5 3 3
2 2 2
2.5 2.5 2.5
2.5 2.5 2.5
2.5 2.5 3
2.5 2.5 2.5
2.5 3 3
2.5 2.5 2.5
3 3 3
1 1.5 1.5
1.5 1.5 1.5
1.5 1.5 1.5
0.5 0.5 1
2 2 2
0.5 0.5 0.5
2 2 2
1 1 1
2 2 2
2 2 2
0 0 0
1.5 1.5 1.5
3 3 3
2 2 2
2 2 2
2.5 2.5 2.5
1 1 1
2 2 2
2 2 2
0.5 0.5 1.5
2.5 2.5 2.5
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Table 4. Procedural aspect.

Country 2011 2012 2013 2014 2015 2016
Canada 2 2 2 2 2 2
USA 3 3 3 3 3 3
Australia 2 2 2 2 2 2
New Zealand 3 3 3 3 3 3
Hong Kong 1 1 1 1 1 1
Japan 3 2 3 3 3 3
Singapore 1.5 1.5 1.5 1.5 1.5 1.5
Israel 2 2 2 2 2 2
Denmark 1 1 1 1 1 1
Iceland 2.5 2.5 2.5 2.5 2.5 2.5
Norway 2.5 2.5 2.5 2.5 2.5 2.5
Sweden 3 3 3 3 3 3
United Kingdom 3 3 3 3 3 3
Switzerland 1 1 1 1 1 1
Egypt 2 2 2 2 2 2
South Africa 2 2 2 2 2 2
Mexico 2 2 2 2 2 2
Chile 2.5 2.5 2.5 2.5 2.5 2.5
Korea 2 2 2 2 2 2
India 1.5 1.5 1.5 1.5 1.5 2.5
Indonesia 1 1 1 1 1 1
Malaysia 2 2 2 2 2 2
Philippines 2 2 2 2 2 2
Thailand 2 2 2 2 2 2
Saudi Arabia 0 0 0 0 0 0
Turkey 2 2 2 2 2 2
Hungary 3 3 3 3 3 3
Russia 2 2 2 2 2 2
Jamaica 1 1 1 1 1 1
Argentina 1 1 1 1 1 1
Jordan 1 1 1 1 1 1
Romania 2 2 2 2 2 2
Ukraine 1 1 1 1 1 2
Croatia 0 0 0 0 0 1
ECB 1.5 1.5 1.5 1.5 2 3
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no voting records. In 2016 there was an improvement in this aspect of transpa-
rency for Central Banks in both emerging and frontiers. For Central Banks in
emerging countries, the increase was explained by the fact that some of them de-
cided to include either voting records or the policy framework. For Central
Banks in frontier countries there was almost nothing published describing the
monetary policy. The majority of them have their policy decisions published in-
cluding some explanations but no voting records or policy framework. The in-
crease, noticed in Figure 4, was due to publishing some voting records and some
minutes of explanations for the policy decisions.

A presentation of the policy aspect of transparency for all the countries inves-
tigated over the period 2011-2016, which refers to the implications of the
monetary policy as described by the Central Bank including policy inclination,
forward-looking assessment and probable future actions is presented in Table
5.

Almost in all developed countries, Central Banks make predictions about the
actions they imply, propose solutions in case of not meeting the targets and al-
most extensively analyze their policy inclination after every meeting, while pub-
lishing them almost immediately after every policy meeting. As it can be seen
from Figure 5, there was no increase during the period we studied for the de-
veloped countries. In emerging countries, Central Banks have a low level of pol-
icy transparency by reaching a median 2.5 at 2016 and a little less during the 5
prior years. This increase was due to Russia’s forward-looking assessment. On
the other hand, Central Banks in frontier countries are not such transparent as
the others, referring to their policy aspect of transparency. Although, a remarka-
ble increase was observed from 2015 to 2016 because some Central Banks had
chosen to publish adjustments to the main operating instrument or target on the
day of implementation or before that and explanations when their policy deci-

sions were announced.

2.5
2
B . . ./._
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2011 2012 2013 2014 2015 2016
Figure 4. Procedural aspect trend.
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Table 5. Policy aspect.

Country 2011 2012 2013 2014 2015 2016
Canada 3 3 3 2 2 2
USA 3 3 3 3 3 3
Australia 3 3 3 3 3 3
New Zealand 3 3 3 3 3 3
Hong Kong 1 1 1 1 1 1
Japan 3 3 3 3 3 3
Singapore 0.5 0.5 0.5 0.5 0.5 0.5
Israel 2.5 2.5 2.5 2.5 2.5 2.5
Denmark 2.5 2.5 2.5 2.5 2.5 2.5
Iceland 3 3 3 3 3 3
Norway 3 3 3 3 3 3
Sweden 3 3 3 3 3 3
United Kingdom 3 3 3 3 3 3
Switzerland 1 1 1 1 1 2
Egypt 2 2 2 2 2 2
South Africa 2 2 2 2 2 2
Mexico 2.5 2.5 2.5 2.5 2.5 2.5
Chile 3 3 3 3 3 3
Korea 3 3 3 3 3 3
India 2.5 2.5 2.5 2.5 2.5 2.5
Indonesia 1.5 1.5 1.5 1.5 1.5 1.5
Malaysia 3 3 3 3 3 3
Philippines 1.5 1.5 1.5 1.5 1.5 1.5
Thailand 1.5 1.5 1.5 1.5 1.5 1.5
Saudi Arabia 0 0 0 0 0 0
Turkey 3 3 3 3 3 3
Hungary 3 3 3 3 3 3
Russia 2.5 2.5 2.5 2.5 2.5 3
Jamaica 1 1 1 1 1 1
Argentina 0.5 0.5 0.5 0.5 0.5 0.5
Jordan 0 0 0 0 0 0
Romania 2.5 2.5 2.5 2.5 2.5 2.5
Ukraine 0 0 0 0 0 2.5
Croatia 1.5 1.5 1.5 1.5 1.5 1.5
ECB 2.5 2.5 2.5 2.5 3 3
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Finally, the operational aspect of monetary policy transparency refers to the
achievement of the policy’s targets and the analysis of the possible macroeco-
nomic disturbances that occurred. The values of this aspect for each country are
given in Table 6.

The high level of transparency in its operational aspect was reached in devel-
oped countries due to the necessity for explanations over the macroeconomic
disturbances caused by the financial crisis. Central Banks in most developed
countries had chosen to publish almost all data to which operational aspect re-
fers. On the other hand, Central Banks in most emerging countries publish only
short term forecasts about the policy’s transmission process and a superficial
evaluation of the policy’s outcome in light of its macroeconomic objectives, but
no explanations about achieved targets. For Central Banks in the frontier coun-
tries, their publishing policy significantly differs from country to country. For
example, some of them prefer to publish full data about their control over the
main operating instruments, but no forecasts for macroeconomic disturbances
or evaluation of the policy meeting the target. Others prefer to publish
short-term forecasts without giving explanations about their policy reaching the
target. This aspect does not follow a common rule about data publication for the
frontier countries. As it can be observed in Figure 6, an increase in the opera-

tional aspect is present in 2016.
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Figure 5. Policy aspect trend.
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Figure 6. Operational aspect trend.
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Table 6. Operational aspect.

Country 2011 2012 2013 2014 2015 2016
Canada 3 3 3 3 3 3
USA 1 1 1 1 1 1.5
Australia 2 2 2 2 2 2
New Zealand 3 3 3 3 3 3
Hong Kong 1 1 1 1 1 1
Japan 2 2 2 2 2 2
Singapore 0.5 0.5 0.5 0.5 0.5 0.5
Israel 2 2 2 2 2 2
Denmark 1 1 1 1 1 1
Iceland 3 3 3 3 3 3
Norway 1 1.5 1.5 1.5 1.5 1.5
Sweden 3 3 3 3 3 3
United Kingdom 2.5 2.5 2.5 2.5 2.5 2.5
Switzerland 1.5 1.5 1.5 1.5 1.5 2.5
Egypt 1.5 1.5 1.5 1.5 1.5 1.5
South Africa 1.5 1.5 1.5 1.5 1.5 1.5
Mexico 1.5 1.5 1.5 1.5 1.5 1.5
Chile 1.5 1.5 1.5 1.5 1.5 1.5
Korea 2 2 2 2 2 2
India 1 1 1 1 1 1
Indonesia 1.5 1.5 1.5 1.5 1.5 1.5
Malaysia 1 1 1 1 1 1
Philippines 1 1 1 1 1 1
Thailand 1.5 1.5 1.5 1.5 1.5 1.5
Saudi Arabia 0 0 0 0 0 0
Turkey 1.5 1.5 1.5 1.5 1.5 1.5
Hungary 2.5 2.5 2.5 2.5 2.5 2.5
Russia 1 1 1 1 1 1.5
Jamaica 2 2 2 2 2 2
Argentina 2 2 2 2 2 2
Jordan 0 0 0 0 0 0
Romania 1 1 1 1 1 1
Ukraine 0 0 0 0 0 1.5
Croatia 1 1 1 1 1 1.5
ECB 1.5 1.5 1.5 1.5 2 2
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5. Conclusion

In this study, we investigated the evolution of the transparency index over the
period 2011-2016. By examining the transparency index of 34 economies, we
observe that there is a positive trend in the progress of the index as a whole,
which is mainly attributed to emerging and frontier economies’ Central Banks.
We also notice that the economic aspect of transparency has improved the most.
This is due to an increase in the communication of projections about macroe-
conomic and financial variables by Central Banks, in their effort to anchor the
private sector’s inflation expectations. Overall, it seems that the upward trend in
monetary policy transparency will continue in the future, because more and
more Central Banks decide to pursue an explicit price-stability objective and

recognize the importance of information disclosure for economic agents.
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