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ABSTRACT

Today central bank system has become one of the basic economic systems of hu-
man society. However, there are distinct differences in central bank systems during
various periods of its evolution process, as well as during the same period among dif-
ferent nations. Seen from a historical point of view, the overall trend of diversifica-
tions of central bank systems response the laws of system transition; while from a na-
tional point of view, the diversifications of central bank systems reflect the individual
characters of the economy, polity and culture of different nations, which is also an
important aspect of the differences among various fundamental economic systems. The
visual angle of this dissertation for studying central bank system of China is set up
within such a huge reference frame, which is interwove by time and space, that is,
to summarize the world trend of transformation of modern Chinese central bank sys-
tem, analyze and discuss the reform orientation of it together with reform practices of
China.

Modern worldwide institutional transformation of central bank concentrative
takes on three trends: independence, transparence and separation of financial su-
pervision function from central bank. The presentation of these trends is above all
theoretically supported. The enhancement of central bank independence is mainly
based on the development and consummation of Time Inconsistency Theory and Theo-
ry of Political Economic Cycles; the increase of monetary policy transparence is tied
up closely with the rise of Rational Expectation Theory, Asymmetric Information

Theory, Time Inconsistency Theory and Public Selection Theory; and the separation



of supervision function from central bank goes on Interest Conflict Hypothesis, Moral
Hazard Hypothesis, and Cost — Efficiency Theory. However, there are still many
disputes on the above theories, some of which are quite edgy. Therefore, we have to
search for the realistic foundation for its emergence from a historical development
track.

The evolution of monetary regime, the variation of financial systems, and the
evolvement of government function are the principal causes of modern worldwide
transformation of central bank systems. Moreover, the interaction of these factors
makes the three trends of independence, transparence, and separation of function
present apparent pertinence. While it is very necessary to differentiate various cir-
cumstances between developing and developed countries in order to give an explana-
tion to this pertinence.

When all nations carry out their reforms and measures of adjustment on central
bank systems, China is enlarging and deepening her economic opening to the world,
so the trends of the world have great impact on China, which is usually realized by
way of institutional transplant. The independence and transparence of the People’ s
Bank of China have been constantly improved since it played its own role as a central
bank in 1984, and its financial supervision function has been scaled off. As a newly
arising transitional country, a lot of problems arise as well as it pursues trend of the
world, and one of them is transparence an responsibility have not been increased the
same time as practical independence has been enhanced, under which condition the
separation of supervision function embedded hidden trouble for the financial securi-
ty. When we search for its causations, it surely goes like this, it is the necessary se-
lection of a monetary system in purshit of price stability so as to choose a central
bank system seasoned with the world trend, while the transplantation of institution
failed to adapt the practical situation of China because there are great contradictions
during the enactment of monetary policy tmgets and between central bank macro —
adjustment measures and micro — subject behaviors. Therefore, nowadays the main

course of institutional reform of Chinese central bank is to increase central bank’ s

independence as well as enhance its transparence and responsibility on the basis of a

separated supervision function, which is paralleled with reforms of commercial
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banks, and in step with the tenor of financial liberalization.

Currently the prominent issues of the system of the People’ s Bank of China
that are in urgent need of settlement focus on the following three aspects; First of all
it is the decision system of monetary policy. We should use the experiences of devel-
oped countries as reference, and set up a whole set of monetary policy decision sys-
tem including decision centrum, decision consultation and decision information, a-
mong which the vital part is to consummate our monetary policy committee
system. Secondly, it is the organization and management system. In particular, the
reform of the branches should meet the need for independence and transparence,
and after the separation of supervision function, the function orientation of major re-
gional branches should be aimed at financial stability and monetary policy
research. Thirdly, it is the coordinate mechanism with the financial supervision insti-
tution. We can see through the common characters of the international central bank
systems and financial supervision systems that, the separation of supervision function
of the PBC is not the requirement of the change of financial structure, but on the
consideration of interest conflicts and taken as a proper adjustment for the former over
— reform of its branches. In view of such a fact, it will be a feasible and operational
route to establish a State Department — drafted and the PBC — headed financial stabil-
ity committee, and the necessary alternative is to consolidate the current three finan-

cial supervision institutions into a single comprehensive one in the future.

Key words: central bank institution; central bank system; independence of
the central bank; monetary policy transparence; comprehensive supervision; mone-
tary policy committee system; major regional central bank system; coordinate mech-

anism



