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Introduction

Jakub Kunert!

The contributions collected in this publication are the outcome of a
workshop organised by eabh, and hosted by the Czech National Bank
in Prague on 14 May 2015. This workshop’s title was ‘Inflation. Money,
Output. Economic and financial data underpinning analysis and policy
making. The main topics of discussion were historical statistics,
charts and the analysis connected with them.

When preparing the workshop, two quotations
immediately came to mind. Their authors were two
famous, in the first case rather more infamous, men
- one a politician and the other an economist. Both
influenced with their actions and ideas not only the
past but also the present.

The first one was the infamous Joseph Vissarion-
ovich Stalin (1878-1953), who, even though his
authorship is sometimes disputed, supposedly
said: ‘A single death is a tragedy; a million deaths
is a statistic.

The second one is Joseph Alois Schumpet-
er (1883-1950), born in the Czech lands, which
were at that time a part of the Austro-Hungarian
Empire. He wrote in his History of Economic Anal-
ysis: ‘What distinguishes the scientific economist
from all the other people who think, talk, and write
about economic topics is a command of tech-
niques that we class under three heads: history,
statistics and theory. The three together make up
what we shall call Economic Analysis.

1 Czech National Bank

“A single death
is a tragedy;

a million deaths
is a statistic.”

Joseph Vissarionovich Stalin

When working on my paper about the deflation in
Czechoslovakia during the 1930s, | came to the con-
clusion that both quotations are more than right. As
for the first one, we are sometimes prone to consider
statistics as something that is given, and we do not
feel that behind these data are people and events
that have profoundly affected those people’s lives.
The statistics are constructed in such a way that they
summarize and even blend out single occurrences
and realities, so that in the end we can see only the
generalized facts.

4



As for Joseph Alois Schumpeter’s quotation we can
see that he considered the knowledge of history, sta-
tistics and theory as the most important skills any
serious economist should possess. When | omit the
theory, | am sure that our archives have a lot to say on
this. History and statistics are exactly the topics that
are at the core of this publication.

Our archives can contribute a lot to understanding
the history of statistics. They show that the gener-
ated numbers are not without problems - some
records make it clear that the data we tend to take
for granted can often be disputed because of the
way in which they were collected and assessed.
Quoting Joseph Schumpeter again: ‘It is impossi-
ble to understand statistical figures without under-
standing how they have been compiled. It is equally
impossible to extract information from them or to
understand the information that specialists extract
for the rest of us without understanding the meth-
ods by which this is done - and the epistemological
backgrounds of these methods.

Let me give just two examples drawn from my
own research. The minutes of the Bank Board of
the National Bank of Czechoslovakia reveal that
during the 1920s the indices of the cost of living
of a clerk’s family and worker’s family in Prague
were constructed from data based mostly (for up

eabh Prague archival workshop

to 80%) on budget data of families of employees
of the State statistical office. A perhaps under-
standable, but nonetheless somewhat peculiar
bias. Similarly, the members of the Bank Board
of the National Bank of Czechoslovakia regular-
ly complained during the interwar period that
discussions with representatives of other states and
central banks in the different committees of the
League of Nations were frustrating and sometimes
pointless, because the statistics that underpinned
these discussions were so different between coun-
tries and organizations, and nobody really knew
how to compare them.

Opening the archival boxes containing the records
with unpublished statistics and analysis concern-
ing statistics can enlarge our historical knowl-
edge, and new research can lead to new insights
that may profoundly change what was previously
taken for granted.

The papers collected in this volume reflect on these
issues from different perspectives. They deal with
both the origins of data collections, and with the
often novel ways in which these data collections
are, or can be, used. They offer us a unique oppor-
tunity to compare our own experience with that of
our colleagues.
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Chapter1

Origins of Slovak economic statistics: establishment and operation
of the Economic Cycle Research Department of the Slovak National Bank.

Frantisek Chudjak
Andrea Lekova

Introduction

In the first half of the 20th century, various institutes
studying economic growth, the business cycle and
related issues were established in the United States
and Europe. Some operated as independent enti-
ties while others were incorporated within a varie-
ty of different institutions such as statistical offices,
central banks or universities.? This study presents a
brief overview of the development and activities of
one such research institute in Slovakia during the
hectic years of the Second World War.

The first section of our contribution concentrates
on the institutional development of this institute,
which began as the Study Department of the Slovak
National Bank (SNB). In 1940, the Economic Cycle
Research Department was established within the
SNB. This department’s function was to observe
and study economic movements and to prepare
reports that could be used to improve regulation
and provide support for economic development.
For these purposes the SNB requested data from
different companies related to their area of economic
activity. The second section of our contribution focus-
es on the cooperation between the SNB Econom-
ic Cycle Research Department and similarly orient-
ed foreign institutions, in particular the Institute for
Business Cycle Research in Berlin and the Hungarian
Institute for Economic Research. We highlight Imrich

2 Fordevelopmentsin Germany, a model country for Slovakia, see
KULLA, Bernd. Die Anfange der empirischen Konjunkturforschung
in Deutschland 1925-1933. In Volkswirtschaftliche Schriften, Heft
464, Berlin: Duncker & Humblot, 1996, pp. 1-35 or Institut fiir Welt-
wirtschaft an der Universitat Kiel 1914-1964. Kiel: Schmidt & Klaunig,
1964, pp. 1-66.

Karvad's efforts to promote independent business
cycle research and its further developments in Slova-
kia, which resulted in the Economic Cycle Research
Department being spun off from the SNB in 1944 as
the independent Institute for Economic Research.

Particular attention is paid to the publications issued
by the SNB Economic Cycle Research Department
and the successor Institute for Economic Research.
These are made up primarily of regular economic
reports, reports on prices and wages, as well as var-
ious analyses of national income or economic, for-
eign-exchange and export capacities of Slovakia.
They give basic data on price and wage indices or an
inception of an inflationary spiral. We briefly touch
upon the intentional manipulation of the statistical
data that the department supplied to its German
partners. In this context we also tell the dramatic

Building of the Slovak National Bank, built between 1937 &
1938. Designed by renowned Slovak architect Emil Bellus.




stories of the SNB Governor Imrich Karvas and the
Economic Cycle Research Department Director
Vojtech Krajcovic.

Finally, we mention documents produced by the SNB
Economic Cycle Research Department and the Insti-
tute for Economic Research that are of considerable
importance for learning about economic develop-
ments in Slovakia between 1939 and 1947.

The year 1939 saw profound geopolitical chang-
es in Central Europe, which had a serious impact
on Czechoslovakia as well. On 14 March 1939,
the Slovak Republic was declared to exist under
the protection of the German Reich and on the
following day Bohemia and Moravia were trans-
formed into a German Protectorate. Since all
the former Czechoslovak central government
bodies had been seated in Prague, the new sit-
uation in Slovakia urgently required the crea-
tion of new, Slovak state authorities. The Slovak
National Bank was established on 4 April 1939
under the governorship of Imrich Karvas, a
renowned expert respected in Europe, who put
great emphasis on the development of special-
ised economic research. For this purpose a Study
Department was created in the Slovak National
Bank upon its establishment. The organisation
and orientation of this department was inspired
by the study department of the former National
Bank of Czechoslovakia. In September 1940 this
department was renamed the National Economy
Department and reported directly to the gover-
nor. From its inception, the Study Department
started to supply the SNB and other central gov-
ernment bodies with monthly economic reports
and various analyses of national income, the
country’s economic, foreign-exchange and export
capacities, or tax burden that fell on the people.
The preparation of these reports and analyses was
particularly difficult at the beginning since there
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Imrich Karvas

were no statistical data available. Moreover, due
to the annexation of the fertile southern Slovakian
lowlands to Hungary, dramatic changes had also
occurred in the economic sectors of transport,
agriculture and industry. Therefore, in its calcula-
tions and projections the Study Department had
to rely on data from older publications by var-
ious authors, for example by Hugo Meszaros,* or
on estimates by the Agriculture Council for Slo-
vakia or the Central Association of Slovak Indus-
try. Unlike several members of the Slovak Govern-
ment, the department considered as most reliable
the data and calculations of the former Czechoslo-
vak State Statistical Office.*

The economic reports issued from August 1939
by the SNB Study Department were a continu-
ation of the monthly reports published by the
former National Bank of Czechoslovakia. How-
ever, the new reports were only intended for
the SNB Bank Board members, members of the

3 MESZAROS, Hugo. Narodny majetok Slovenska (National Property of
Slovakia). Bratislava, 1936.

4 Archives of Narodna banka Slovenska, fonds ‘Slovak National Bank’
(hereinafter the ‘ANBS, f. SNB’), Vypocet narodného dochodku Sloven-
ska (Calculation of the Slovak national income) of 19.12.1939, inven-
tory no (hereinafter the ‘Inv. No’) 2125, series 1045
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Government, representatives of central econom-
ic bureaus and German economic authorities. As
Imrich Karvas said: ‘For the interests of the war
economy, the Government adopted a decision in
the first year of the war prohibiting any publication
of statistical papers on the economy. At the same
time, economic censorship was imposed which
also monitored compliance with this prohibition.
The Ministry of Economy was responsible for it. These
were confidential measures that all countries intro-
duced when they went to war.®

An example of these prohibiting measures was a
decree of the Ministry of Interior of 5 February 1940
which stated: ‘All periodicals in the Slovak Repub-
lic shall suspend the publication of articles, essays
or papers concerning price levels, a rise in prices of
items necessary for life, shortages of ordinary food
products, or which would directly or indirectly initi-
ate or support any wage movements. Such articles,
essays and papers may only be released after pre-
liminary censorship and if they contain an approval
clause of the Presidium of the Ministry of Economy in
Bratislava.® Eventually, all economic statistics were
declared strictly confidential and secret by a reso-
lution of the Government of the Slovak Republic of
17 August 19417

The management of the Slovak National Bank
decided to create, at Karvas’s initiative and based
on similar foreign institutions, an institute, which
would monitor economic movements, and study
and analyse them for the purposes of the regu-
lation and optimal development of the econo-
my. Thus, on 4 October 1940 an Economic Cycle

5 SCHVARC, Michal - HALLON, Ludovit. Kauza Karvas. Stidie a doku-
menty k zatknutiu, zavleceniu a internacii guvernéra Slovenskej
narodnej banky na izemi Nemeckej rise. (The Karvas Case. Studies
and documents about the arrest, displacement and internment of the
governor of the Slovak National Bank in the German Reich.) Bratisla-
va: Institute of History, Slovak Academy of Sciences, 2014, p. 134.

6 SCHVARC - HALLON, The Karvas Case, p. 139.

7 ANBS, f. SNB, Korespondencia guvernéra SNB Imricha Karvasa so
Statnym dradom $tatistickym (Correspondence of the SNB Governor
Imrich Karvas with the State Statistical Office), 16.4.1942, Inv. No 2137,
series 1058.

Research Department® was established in the
SNB in accordance with Government Regulation
No 267/1940 Coll. Imrich Karvas had already con-
sidered the idea of establishing a similar institute
in the inter-war years. His first attempt in this area
was the opening of the Institute for National Econ-
omy of Slovakia and Ruthenia in 1932. His initiative
to create an institute for business cycle studies was
inspired by the activities of the Institut fiir Konjunk-
turforschung established in Berlin in 1925 by Pro-
fessor Ernst Wagemann.® After the Slovak Repub-
lic was declared in 1939 and Imrich Karva$ was
appointed as governor of the SNB, the SNB Study
Department worked quite closely with the Insti-
tut fir Konjunkturforschung in Berlin. Professor
Ernst Wagemann visited Slovakia in the spring of
1940 to carry out research near the town of Piesta-
ny. During this trip he was accompanied by Gover-
nor Karvas, met the highest representatives of the
Slovak state and gave a lecture on Liberalism and
the managed economy in the world economy* at
the Slovak University on 9 May 1940. Karvas$’s dis-
cussions with Wagemann prompted the imple-
mentation of the idea that the SNB’s research into
business cycles in Slovakia should be supported by
law. The Study Department of the SNB had no legal
power to require any entities to supply reports and
other data. As a result, it was not unusual that ‘eco-
nomically active entities were not willing enough to
make voluntary reports to the Slovak National Bank
and supply it with the information it required.*!

The Economic Cycle Research Department gathered
economic information and reports both from Slo-
vakia and abroad, analysed them and made them
available for scientific and practical use. The depart-
ment was also responsible for producing reports and
offering information and consultation services to

8 ANBS, f. SNB, Organizacny statit odboru pre vyskum konjunktdry
zroku 1940 (Organisational Rules of the Economic Cycle Research
Department, 1940), Inv. No 2115, series 1045.

9 KULLA, Bernd. Die Anfange der empirischen Konjunkturforschung in
Deutschland 1925-1933. In Volkswirtschaftliche Schriften, Heft 464,
Berlin: Duncker & Humblot, 1996, ISBN 3-428-08693-7.

10 Weekly Slovak, year 22,1940, No 109, 10.5.1940, p. 8.

11 Weekly Slovak, year 22,1940, No 258, 30.10.1940, p. 8.




Vojtech Krajcovic

economic, political and scientific circles. For these
purposes, the SNB was empowered to request infor-
mation from economic entities on matters related
to their industrial sector. As the name of the depart-
ment suggests, its mission also included studying
and analysing the progress of the business cycle. The
department was led by Vojtech Kraj¢ovi¢ who first
became its head. Later, on 1 July 1941, at the age of
27, he was appointed its director. Imrich Karvas was
keen to promote Krajcovic to this position because
of his theoretical knowledge in the area of mac-
roeconomics and good command of languages
(he spoke English, German, French and Hungarian).*?
It is interesting that almost all employees of the
department were graduates from Prague or Brati-
slava Universities who had spent longer or short-
er periods studying in Berlin, Paris or London.
They were hired purely on the basis of their special-
ist knowledge, without regard for their political and
religious orientation. This was quite extraordinary
in the then totalitarian regime. Many staff mem-
bers of the department were strictly left oriented.
Some participated in the communist movement
(e.g. Jan Pull) and after the Second World War

12 MAZUR, Milos. Vojtech Krajcovi¢. In Biatec, 2003, year 11, No 4, p. 25.
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became prominent representatives of the newly
installed communist regime.*

A consultation board was established alongside
the Economic Cycle Research Department bringing
together representatives of the Ministry of Finance,
Ministry of Economy, the Agriculture Council for Slo-
vakia, the Central Association of Slovak Industry, and
chambers of commerce in Slovakia.**

The Economic Cycle Research Department
cooperated with similar specialist institutions
abroad. We have already mentioned the Insti-
tute for Business Cycle Research in Germany
(in 1941 renamed to the German Institute for Eco-
nomic Research - Deutsches Institut fiir Wirtschafts-
forschung). The heads of the institutes, Vojtech
Kraj¢ovi¢ and Ernst Wagemann, entered into exten-
sive correspondence and exchanged their scientif-
ic findings.'> Cooperation also developed very well
with the Hungarian Institute for Economic Research
(Magyar Gazdasagkutatd Intézet), led by Dr Istvan
Varga. The Slovak and Hungarian institutes shared
their publications and information about statistical
methods used for the calculation of nationalincome
and classification of economic sectors.'® Collabora-
tion with other institutions should be mentioned as
well, including the National Economy and Statistical
Section of the Reichsbank in Berlin (Volkswirtschaft-
liche und Statistische Abteilung der Reichsbank), the
Reich Statistical Office in Berlin (Statistisches Reich-
samt), and the Institute for the World Economy at
the University in Kiel (Institut fiir Weltwirtschaft an
der Universitat Kiel).

13 ANBS, f. SNB, Osobné Statusy zamestnancov Slovenskej narodnej
banky (Personal status of employees of the Slovak National Bank)
1942-1944, Inv. No 502, series 80.

14 ANBS, f. SNB, KoreSpondencia Poradného zboru odboru pre vyskum
konjunktury (Correspondence of the Consultation Board of the Eco-
nomic Cycle Research Department) 1940-1941, Inv. No 2117, series
1045

15 ANBS, f. SNB, Korespondencia Vojtecha Krajcovica s prof. Ernestom
Wagemannom (Correspondence of Vojtech Krajcovic and Professor
Ernest Wagemann) 1940-1942, Inv. No 2137, series 1058.

16 ANBS, f. SNB, Korespondencia Vojtecha Krajcovica s Dr. Istvanom Var-
gom (Correspondence of Vojtech Krajcovic and Dr Istvan Varga) 1940~
1942, Inv. No 2137, series 1058.
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Report of the Economic Cycle Research Department of the Slovak National Bank (1941): cover page and table showing an

overview of the Slovak state income.

The Economic Cycle Research Department of
the SNB produced monthly economic reports
in Slovak and German for the Slovak National
Bank and central government authorities. The
reports consisted of a text part and tables. The
text described basic price movements, informa-
tion about metal and coal extraction, develop-
ments in industry and agriculture and data on
tourism. Tables included data on central bank
loans, giro and cheque accounts, deposits made
with different groups of banking institutions, state
income, and price indices.t” From 1941 onwards,
larger (quarterly, half-yearly and annual) Reports
of the Economic Cycle Research Department of
the Slovak National Bank were issued, dealing in

17 ANBS, f. SNB, Hospodarske spravy (Economic reports) 1939-1944, Inv.
No 2133, series 1046-1055.

more detail with state finance, money and capital
markets, prices, wages and remuneration, indus-
trial output, agricultural production, transport,
and foreign trade.’

Alongside its regular publications, the SNB’s Eco-
nomic Cycle Research Department issued occa-
sional specialised brochures. For example the
Special pocketbook of business cycle research No
1 - Prices is a unique, highly professional docu-
ment. It includes the methodology for the calcu-
lation of price indices, in particular the wholesale
price index, retail price index and cost of living
index. Its authors conducted a very detailed anal-
ysis of price movements, wages and remunera-
tion, and household consumption. In the conclu-
sion of the work they presented arguments for
introducing fixed and regulated prices. This doc-
ument became one of the source materials for the

18 ANBS, f. SNB, Spravy odboru pre vyskum konjunktury (Reports of
the Economic Cycle Research Department) 1939-1944, Inv. No 2135,
series 1056-1057.
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The national income of Slovakia (1944), a book by Vojtech Krajcovic which dealt with the issues of national

income generation

setting of stable price and wage levels in Slovakia
between 1941 and 1944.%°

The staff members of the Economic Cycle
Research Department also wrote several papers
on the economic capacity of Slovakia. Of par-
ticular note is the book by Vojtech Krajcovic¢ enti-
tled The structure of the Slovak economy, whose
publication in German (Die Struktur der slowakis-
chen Wirtschaft), aroused considerable interest
amongst foreign, particularly Swiss, entrepreneurs.?
A paradoxical situation arose in which, on the one
hand, economic statistics on Slovakia were strict-
ly confidential and censored, while, on the other
hand, foreign entrepreneurs who wanted to export
to or conduct business in Slovakia required reliable

19 ANBS, f. SNB, Zvlastny zosit pre vyskum konjunktdry €. 1 - Ceny (Spe-
cial pocketbook of business cycle research No 1 - Prices), Inv. No
2136, series 1057.

20 ANBS, f. SNB, Korespondencia Vojtecha Krajcovica so Schweize-
rische Zentrale fiir Handelsforderung (Correspondence between
Vojtech Krajcovi¢ and Schweizerische Zentrale fiir Handelsforderung)
27.1.1942, Inv. No 2137, series 1058.

information.Itisnotsurprisingthenthatsomesensitive
information occasionally leaked from the Economic
Cycle Research Department. In response to strong
interest from foreign investors, as well as for prop-
aganda purposes, the Slovak Ministry of Economy
issued a German - Slovak publication in 1942 entitled
The economic picture of Slovakia / Wirtschaftsbild der
Slowakei. The staff members of the SNB’s Economic
Cycle Research Department were closely involved in
the production of this volume.

Two other works by Vojtech Krajcovi¢ also aroused
a favourable response in expert circles. These works
dealt with the issues of national income genera-
tion and formed part of his habilitation (associate

21 ANBS, f. SNB, Upozornenie riaditela Uverového odboru SNB Joze-
fa Trnovca na tnik informécii z Odboru pre vyskum konjunktiry SNB
(Notice by Jozef Trnovec, Director of the SNB’s Credit Department,
of the information leakage from the SNB’s Economic Cycle Research
Department) of 20.9.1941, Inv. No 2137, series 1058.

22 Hospodarsky obraz Slovenska (The economic picture of Slovakia) /
Wirtschaftsbild der Slowakei. Bratislava: Ministry of Economy / Con-
cordia, 1942.
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Slovak statistical handbook (1947): cover page and table showing the volume of the war damage in Slovakia.

professorship) thesis at the Slovak University.
The second of them, The national income of Slovakia,
published in 1944, was the most important of Vojtech
Krajcovic’s works. After being forgotten for a longer
time, it has returned to a place at the centre of inter-
est of Slovak economic historians.?

In 1942 Imrich Karvas proposed the restructuring of
the SNB’s Economic Cycle Research Departmentasan
autonomous Institute for Economic Cycle Research,
because he believed that ‘only this can guarantee the
independence of the institute and its further develop-
ment™ After lengthy discussions, the department
was spun off from the Slovak National Bank in 1944
in accordance with Act No 81/1944 Coll. and renamed

23 KRAJCOVIC, Vojtech. Narodny déchodok. (National income) Martin:
Matica slovenska, 1942. Krajcovic, Vojtech. Narodny doéchodok Slov-
enska. (Slovak national income) Bratislava: Slovenské nakladatelstvo
avydavatelstvo, 1944.

24 ANBS, f. SNB, Zapisnica z porady konanej dia 18. oktobra 1942
o organizacii Ustavu pre vyskum konjunktdry (Minutes of a meeting
held on 18 October 1942 concerning the organisation of the Institute
for Economic Cycle Research), Inv. No 2118, series 1045.

as the Institute for Economic Research.”> The new
institute was to be financed, according to a set for-
mula, by the Slovak National Bank and central gov-
ernment bodies represented on the Institute’s Board
of Trustees. Staff members of the SNB who worked in
the new institute remained employees of the SNB.%
The Institute for Economic Research operated until
1947 when it was merged with the State Statistical
and Planning Office.

The last notable publication prepared by the staff
members of the Institute for Economic Research was
the Slovak statistical handbook published in 1947.
This book is one of the most essential sources for
the understanding of the Slovak economic structure
between 1939 and 1944 and in particular in the tran-
sitional post-war period of 1945-1947, as its authors

25 ANBS, f. SNB, Statut Ustavu pre vyskum hospodarstva z 12. decembra
1944 (Statutes of the Institute for Economic Research of 12 December
1944), Inv. No 2120, series 1045.

26 ANBS, f. SNB, KoreSpondencia tykajuica sa financovania Ustavu pre vyskum
hospodarstva 1944 - 1945 (Correspondence conceming the funding of the
Institute for Economic Research 1944-1945), Inv. No 2122, series 1045.
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tried to sum up the volume of war damages. It counts
as one of the few comprehensive and reliable statisti-
cal publications in Slovakia prior to 1993.

The statistical reports of the SNB’s Economic Cycle
Research Department that were submitted to its
German partners were intentionally altered by
order of Governor Karvas, so that Germany would
not have precise knowledge of the economic
capacity of Slovakia. Shortly after the outbreak of
the Slovak National Uprising, Imrich Karvas, who
participated in the anti-fascist movement, was
arrested by the Gestapo on 3 September 1944. He
was accused, among other acts, of falsifying sta-
tistical reports. Imrich Karvas denied this accusa-
tion when he was interrogated by the Gestapo at
their office in Brno on 20 September 1944, stating:
‘It is obvious that statistical data and works have
been available to the allied Reich every month.
Relevant information has been delivered direct-
ly to the German Embassy by the Ministry of For-
eign Affairs, and the Reich’s representative on the
national bank’s Board has received it from the
bank’s Directorate. It is thus impossible that Slo-
vakia would hold back from the Reich any infor-
mation about its economic productivity. The truth
is that the Economic Counsellor at the German
Embassy has always had all statistical surveys
at his disposal.’® The modification of statisti-
cal and economic data that were sent to Germa-
ny is also mentioned in the memoires of Peter
Zatko, Director General of the Central Associa-
tion of Slovak Industry and a close colleague of

27 Statisticka prirucka Slovenska 1947. (Slovak statistical handbook
1947) Bratislava - Martin, 1947.

28 SCHVARC, Michal - HALLON, Ludovit. Kauza Karvas, Dokument ¢.
11, Zapisnica z vysluchu |. Karvasa na Gradovni Statnej tajnej policie
(gestapo) v Brne 19. - 20. septembra 1944 (The Karvas Case, Docu-
ment No 11, Record of the interrogation of I. Karvas at the State Secret
Police bureau (Gestapo) in Brno on 19 and 20 September 1944), p. 134.
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Imrich Karvas.® Even though the Gestapo were
unable to prove most of the accusations, Imrich
Karvas was sentenced to death in February 1945.
However, he had the good fortune to survive.

Similarly dramatic was the fate of the director of the
Institute for Economic Research, Vojtech Krajcovic.
Having made an agreement with the former Minister
of Foreign Affairs Ferdinand Durc¢ansky, he planned a
fairly extensive study trip to Hungary, Croatia, Germa-
ny and Switzerland in 1944. Therefore, he applied to
the then Governor of the SNB Rudolf Kubis for permis-
sion to travel abroad and draw an allowance for the
trip. Rudolf Kubis declined the request on 3 Novem-
ber 1944 as the Institute had ceased to be under the
Bank’s competence from 15 August 1944 and was
now the responsibility of the special Board of Trus-
tees. Undaunted, Vojtech Krajcovi¢ decided to travel
to Croatia in mid-November 1944 without any official
approval. In Croatia he was arrested together with
four other persons and accused of attempting to con-
tact the local resistance movement and of multiple
attempts to bribe the authorities. In his statement he
claimed to be in the country to study the local eco-
nomic situation. Croatian police nevertheless con-
tended that Kraj¢ovi¢ wanted to get to the coast and
travel to Great Britain with the help of British officers.
The Slovak Embassy in Zagreb realised that the situa-
tion was serious and tried to arrange the repatriation
of the arrested persons to Slovakia at the beginning
of 1945. As the Gestapo was starting to sniff around
the case, there was a serious risk that Krajcovi¢ and
his co-detainees would be executed. Referring to the
Slovak - Croatian agreement on mutual assistance in
criminal matters, Ambassador Viktor Becko took steps
to have them handed over to Slovakia. Unfortunately,
he was not successful. Krajcovi¢ was first interned in
Sarajevo and Zagreb and then transported to Vienna
and deported to Germany. He was held at the Mau-
thausen concentration camp and sentenced to death
there. Before the sentence could be carried out, the
camp was liberated by an allied army and Krajcovi¢

29 TEREN, Stefan (ed.). Narodohospodar Peter Zatko spomina. (Nation-
al Economist Peter Zatko Remembers) Liptovsky Mikulas: Tranoscius,
1994, p. 102.

13



eabh Prague archival workshop

Working paper of the National Bank of Slovakia
Research Department.

was set free. His health had deteriorated during the
months he had spent in prison and he decided to
undergo a treatment in France, more specifically in
Paris. He never returned to Slovakia because of the
rise to power of the Communists there.* Information
about his subsequent activities is hard to come by:
all that is known is that he immigrated to the United
States in 1946 where he set up and led an émigré
organisation called the Committee for Liberation of
Slovakia.*

30 MAZUR Milos. Vojtech Krajcovi¢. In Biatec, 2003, year 11, No 4, p. 25.

31 VARINSKY, Vladimir. Vznik organizacii Bielej légie na Slovensku. (The
establishment of the White Legion’s organisations in Slovakia) In:
PESEK, Jan a kol. Kapitolami najnovsich dejin. (Through the Chapters
of Recent History) Bratislava: Institute of History, Slovak Academy of
Sciences, 2006, p. 176.

Conclusion

Regardless of the very short period for which the
SNB’s Economic Cycle Research Department and
the Institute for Economic Research operated, these
institutions laid the foundations of economic sta-
tistics in Slovakia. Reports, papers and publications
issued by the department are essential sources of
information on the development of the Slovak econ-
omy between 1939 and 1945. They include basic
data on price and wage index developments or
on the occurrence of an inflationary spiral in 1943-
44, Several staff members of the department later
became outstanding personalities of Czechoslovak
economics, such as Stefan Heretik, Adela Hornova
and others.

Economic research focussed on monetary issues only
returned to Slovakia in 1993 when the Institute of Mon-
etary and Financial Studies was established as part
of the National Bank of Slovakia (the NBS - Narodna
banka Slovenska). Current economic research in the
NBS is carried out primarily by the Research Depart-
ment with input from other units (e.g. the Economic
and Monetary Analyses Department or the Statistics
Department). Research is intended to serve the needs
of the National Bank of Slovakia, the economy of the
Slovak Republic and the implementation of economic
policy. Most research is applied research with poten-
tial applications in the economic policy of the Slovak
Republic and the euro area. Key topics are monetary
developments, macroeconomics and financial sta-
bility. As part of its tasks, the Research Department
prepares research studies across the spectrum of
underlying macroeconomic risks and financial sector
developments. It also analyses the effects of econom-
ic and monetary policy measures on developments
in the Slovak national economy and its interactions
within the economic and monetary union. In its activ-
ities, the department cooperates with partner institu-
tionsin Slovakia and abroad.
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Luncheon, tea and statistics. The development of ‘low-key’
cooperation at the Bank for International Settlements.

Daniel Wirt®

Introduction

The Bank for International Settlements is an inter-
national organisation whose purpose is to foster
cooperation among central banks worldwide.** More
specifically, the Bank’s mandate is ‘to promote the
co-operation of central banks and to provide addi-
tional facilities for international financial operations;
and to act as trustee or agent in regard to interna-
tional financial settlements entrusted to it under
agreements with the parties concerned’® The BIS is
headquartered in Basel, Switzerland, and has repre-
sentative offices in Mexico City and Hong Kong.

Founded in 1930 amidst the tumultuous interwar
crises, the Bank stands today as the oldest inter-
national financial institution in the world. This lon-
gevity is largely a result of the strong and continu-
ally increasing need for cooperation among central
banks. It is also a testament to the Bank’s ability to
redefine itself, as it has done many times in the past
85 years, in order to stay relevant in the rapidly evolv-
ing financial and monetary landscape. To be sure, its
goal of promoting central bank cooperation never
changed — the requirements for cooperation did.

To understand the purpose of the BIS, it is neces-
sary to define what is meant by ‘central bank coop-
eration’. Vague as the term may be, the phenom-
enon behind it is well studied. An overview of the

32 Theviews expressed are those of the author and not necessarily those
of the Bank for International Settlements.

33 Bank for International Settlements will be abbreviated in this chapter
as ‘BIS’ or simply ‘the Bank’ The BIS historical archives will be refer-
enced as ‘BISA.

34 BIS Statutes, amended 27 June 2005 (http://www.bis.org/about/stat-
utes-en.pdf).

recent literature on this topic exceeds the scope of
this paper, so instead a simple typology is present-
ed here.® Richard Cooper in 2008 defined six mani-
festations of central bank cooperation: exchanging
information, standardising concepts and filling gaps
in the available information, exchanging fundamen-
tal views, sharing research (as opposed to sharing
raw data), harmonising principles and regulations,
and agreeing on common actions.* The first five pri-
marily consist of some form of information exchange,
while the last one adds another dimension to these
efforts. To put it more simply, one could refer to
Borio’s and Toniolo’s distinction between ‘low-key’
and ‘high-key’ cooperation.*” The latter encompasses
high-level financial diplomacy and the forging of joint
decisions and practices, while ‘low-key’ cooperation
stands for the purposeful exchange of information
that forms the basis of any joint undertaking.

The BIS has engaged in both high-key and low-key
cooperation from the very start, with varied but gen-
erally positive effects. Throughout the history of the
Bank, the scope of both areas has changed consid-
erably. The creation of the Basel Capital Accords by
the BIS-based Basel Committee on Banking Supervi-
sion, to name but one example, surpasses any form

35 Essential literature on central banks cooperation is included in the
bibliography.

36 R.COOPER, ‘Almost a century of central bank cooperation’,in C.
BORIO, G. TONIOLO, and P. CLEMENT, eds., Past and future of central
bank cooperation, Cambridge University Press, 2008, 76-112.

37 G.TONIOLO and C. BORIO, ‘One hundred and thirty years of cen-
tral bank cooperation: a BIS perspective’, BIS Working Paper, Vol 197,
Bank for International Settlements, February 2006.
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of high-key cooperation imaginable in the 1930s.*®
The focus of this paper lies however on the low-key
side, the exchange of information. Two periods in
particular warrant a closer examination: the gen-
esis of the Bank’s research activities in the 1930s,
and the reorientation of its statistical activities in
response to the fast growing but opaque Eurocur-
rency market in the 1960s and 1970s.

It should be noted that this paper is written from an
archivist’s point of view, with a focus on the archival
materials that are part of the BIS historical archives.
The intention is to outline the provenance of these
records, which is necessary for assessing their value
for historical research purposes.

Research at the BIS in the 1930s

When the BIS was formally established in January
1930, its objectives and purposes were clear—how
to pursue these goals was not. According to the
bank’s statutes, its main objective was to ‘promote
the co-operation of central banks’. What precisely
that meant, BIS officials lamented on more than
one occasion, no one really knew. As there was no
precedent, no template upon which to base the
organisation and operation of the bank, the newly
appointed General Manager Pierre Quesnay and his
staff had little to go on.

While the immediate cause for the creation of the
Bank had been the thorny issue of the German rep-
aration payments, its broad mandate of promot-
ing central bank cooperation reflected the wish for
a close partnership between the member central
banks. It had become increasingly clear that they
could no longer weather international economic
storms on their own. Occasional joint action during
emergencies, for example when the Bank of Eng-
land had accepted loans from the French and the
Russian central banks during the infamous 1890
‘Baring crisis’, was no longer sufficient.

38 The Basel Committee was created in late 1974 and released the first
Basel Capital Accord (Basel ) in 1988.

After the BIS was established and the delicate riddle
of senior staff appointments had been addressed,
attention turned to the practical organisation of the
institution. During a series of meetings in Quesnay’s
office in the spring of 1930, a blueprint developed in
which 3 departments were proposed: a general secre-
tariat, a banking division, and a ‘department for rela-
tions with central banks’ whose function would be
to foster cooperation between the member central
banks.* This organisational layout was approved by
the Board, though on the subject of the third depart-
ment it was decided to postpone further planning
until autumn so that the central banks could voice
their expectations. The development of the depart-
ment was handed over to Quesnay and Francis Rodd,
a British banker who joined the BIS in June 1930. As
it turned out, the precise meaning of ‘central banks
cooperation’ proved rather difficult to pin down. By
October, the issue had still not been resolved and
with no new deadline issued, the department was set
to continue in its provisional form.

The necessity of cooperation was hardly up for
debate. But what form should it take? One senior
official believed that collaboration should be lim-
ited to providing financial services and that,
as a consequence, the third department should act
as an intelligence unit whose research would dictate
the banking division’s operations.” Sound banking
services, he argued, was really all that was needed in
the way of cooperation. His proposal met with resist-
ance, though, and it was agreed to keep the banking
department independent. A similar debate emerged
around the issue of relationships with commercial
banks, where it was agreed to limit the Bank’s activ-
ities to central banks only.

The idea of a research department was certainly not
ground-breaking. Most if not all major financial insti-
tutions at that time, including central banks, had an

39 Theidea of appointing an ‘Ambassador for central banking cooper-
ation instead of erecting a department was considered but ultimate-
ly rejected. See P. BAFFI, The origins of central banks cooperation. The
establishment of the BIS, Editori Laterza, 2002, 134.

40 BISA7.29BIS 32.
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intelligence unit devoted to research. The BIS’ depart-
ment for relations with central banks was modelled
on its peers in concept but not content. Its role dif-
fered vastly from central banks: there was no curren-
cy stability to maintain, no supply of credit to be regu-
lated, and no single national market to be monitored.
Instead, the department had to develop a high-level
view of multiple markets that gave its member cen-
tral banks an insight into developments beyond their
immediate operating context.

The fundamental question of cooperation that
loomed in the background did not prevent the Mon-
etary and Economic Department (MED) — the awk-
wardly long ‘department for relations with central
banks’ name was abandoned quickly — from oper-
ating. Staff members started collecting and analys-
ing data on various topics. The limited number of
staff members available to the department meant
that the attention was strongly focused on central
banking developments, as well as ‘certain subjects
of particular actual importance’, with little room to
spare for broader developments.” Research results
were discussed during Board meeting weekends and
found their way into the BIS Annual Report. Detailed
ad-hoc ‘central banking studies’ were circulated in
the central banking community.*> At the same time,
numerous formal and informal meetings cemented
the bank’s status as a true central banking ‘club’. The
momentum behind much of this activity was pro-
vided by the Swedish economist Per Jacobsson, the
later head of the IMF, who joined the BIS in Septem-
ber 1931 as economic adviser.”

Against the background of this energetic activity,
dark clouds appeared. Of course there was the eco-
nomic depression: ‘so evident, Jacobsson wrote,
that ‘not much work was needed to interpret the
signs of the times in that respect’. The collapse of the
gold standard in the wake of the crisis presented an

41 BISA7.29 BIS 32, memo by Per Jacobsson.

42 Also known as the ‘CB series’. See BISA 9.1 002.

43 Although Per Jacobsson is hardly absent in the BIS Archives, the bulk
of his personal papers from his time at the BIS was donated to the
University of Basel and can be consulted there.
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additional problem,; efforts to revive the standard at
the 1933 London Conference had failed. For the BIS,
‘conceived to work within the gold standard system,
monetary stability without gold was simply unthink-
able. But the bank had more immediate troubles to
deal with than the depression. At the Lausanne Con-
ference of 1932, Germany suspended its war repara-
tions payments indefinitely, thereby eliminating the
principal raison d’étre of the BIS.* Without the rep-
arations payments to oversee, the purpose of the
Bank became somewhat apocryphal. Although the
banking department was not dissolved (as some
believed it should have been), attention now shifted
to the ‘club’ side of the BIS.*®

With the purpose (and consequently the existence)
of the institution at stake, the casual notion of cen-
tral bank cooperation became a first-rate priori-
ty. ‘The time has come to attempt to state what is
comprised in the abstract term ‘central bank coop-
eration’, to reduce this abstraction to concrete defi-
nition, and to outline the scope of its practical appli-
cation’, BIS President Leon Fraser wrote in the 5th
Annual Report.*® Fraser outlined eight principles,
all based on the common denominator of sharing
information, that finally transformed the abstract
idea of cooperation into a more or less concrete
plan. Among other points, he suggested that ‘It is
highly desirable that the BIS should develop as an
international center for the collection and inter-
pretation of information about the movements of
international short-term credits and indebted-
ness supplied to it by individual central banks’.*
Collecting, analysing and distributing informa-
tion was to become the fundament of cooperation
and therefore the main occupation of the MED.

44 Payments had already been suspended under the 1931 Hoover mora-
torium, but that was intended as a temporary measure.

45 Per Jacobsson, among others, was a strong defender of the BIS¢ bank-
ing business, citing practical reasons for its existence. Apart from legal
benefits, he argued that there was a psychological advantage to hav-
ing an operational banking unit. Central bank governors would feel
more at home in a real bank than in a mostly academic research cen-
tre. Furthermore, their position as board members would require
them to meet regularly.

46 BIS Annual Report, 1935, 41-48.

47 Ibid.,43.
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However, as the later BIS president Johan Beyen dryly
noted, ‘if one compares the various desiderata put for-
ward in Mr Fraser’s chapter with what is actually done,
it appears that we still have a long way to go on the
road from just serving luncheon and tea toward actu-
ally being the Mecca of information we are meant to be'.

Beyen, in tandem with Jacobsson, focused his energy
on reorganising the MED. The department had to
become a true research hub, capable of providing
accurate and relevant insights into current monetary
developments as well as long-term trends. This goal
would not be achieved if the BIS merely developed
into ‘still another international statistical bureau’, he
warned. Statistics are subject to interpretation; if the
BIS was to be the central hub of central banks coop-
eration, it had to go beyond open-ended figures and
present conclusions, based on a thorough analysis of
the statistics it collected. With his usual taste for met-
aphors, Beyen concluded that ‘to remain interesting
and valuable, [the BIS’ research] ought to be both
practical and theoretically well construed; it must be
actual and accurate at the same time; it must be both
comprehensive and complete; to be at all digestible it
must give neither too much nor too little to read, nei-
ther too many nor too few figures and graphs to look
at. [...] The ‘chef de cuisine’ of the Banker’s club has
to be a real artist in avoiding the Scylla and Charyb-
dis of either boring the palates of its members by too
heavy and upsetting their constitutions by too much
or starving them by too little food’*

The adaptation of the BIS to its post-reparations envi-
ronment placed central bank cooperation squarely at
the centre of its mission. Sharing data and research
was seen as a crucial component of this objective.
Empowered with this responsibility, Jacobsson, who
was officially appointed head of the MED in 1936, set
in motion an ambitious research agenda.” This was
made possible by an arrangement whereby junior

48 BISA7.29 BIS 32, note on the organisation of the Monetary and Eco-
nomic Department of the BIS by Johan Beyen, 1935.

49 BISA7.29 BIS 32, memo by Per Jacobsson, 1935; given the broadness
of this research programme, it could of course be argued that it was
more a classification of research categories than an outline of sub-
jects to be studied.

officials from central banks were seconded to the BIS
on a temporary basis. The research agenda focused
on nine main topics:

g b wWwN =

. Developmentsin central banking

. Private banking

. Debt structure and public finances

. International short-term indebtedness

. Gold (and to a lesser extent silver) market

developments

. Balance of payments and their influence on cen-

tral banks’ policy

. Pricetrends
. (Long-term) economic trends
. Case studies on different subjects and countries

The priorities indicated in the research agenda sig-
nalled a broadening of the MED’s research. Although
monetary developments remained an important
study area, the scope of research and data collection
now included purely economic subjects as well.

Archival sources for historical research
The qualitative and quantitative data collected on
the topics mentioned above, as well as the research
carried out on the basis of these data, found their
way into different records series which are now part
of the BIS historical archives. These series were
maintained until the late 1960s and early 1970s,
after which they were discontinued for a number
of reasons.

Owing to the peculiarities of past registry procedures,
research data in the BIS archives can be found in many
locations.®® However, the bulk of the data is captured
in three main groups: a collection of qualitative sourc-
es, a statistical filing system, and a number of series
of publications containing research output. There are
close links between these groups.

Interesting but hardly unique, the collection of
qualitative sources contains papers, legislation,

50 Archival practice dictates that the original structure should be

respected (the so-called ‘principle of original order’) in order to pre-
serve the original context of the records.
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news articles and other bits of information, col-
lected from various sources and classified by sub-
ject.”! The collection was referred to internally as
the ‘central banking files’ Strictly speaking, it is
not an archival group but a documentary collec-
tion.*> The documents in this collection give some
indication of the general background and context
of certain topics, but they are rarely unique. It is
worth noting though that these files often contain
copies of BIS-produced materials and, in some
instances, authentic archival records.>

A more homogeneous source of information for his-
torical research is the second group mentioned, a
subject based filing system containing about 20m of
quantitative data, carefully typed or handwritten on
A3-sized filing cards.> The statistics are classified by
country and subdivided into categories that roughly
correspond to Jacobsson’s original research agenda.
The subjects for which data were collected vary by
country, ranging from central banks’ balance sheet
statistics compiled from their periodic statements, to
statistics on the number of cars produced or wages in
the agricultural sector. The variety in subjects can be
explained by the fact that countries were assigned for
monitoring to different staff members, each of whom
left their traces in the filing system. Another reason
for the discrepancies between countries is, quite
simply, the availability (or lack) of data from national
providers. This emphasizes the varying sources of the
obtained data: some statistics were simply copied
from widely available sets such as banks’ annual
reports or commercial indices; others were report-
ed by central banks or obtained through non-public
channels. For historical research, the more interest-
ing datasets are obviously those which cannot be

51 BISA7.29 - Central Banking Files.

52 The classic definition of a record is ‘Information created, received, and
maintained as evidence and information by an organization or per-
son, in pursuance of legal obligations or in the transaction of busi-
ness’ (ISO 15489-1:2001). By contrast, a collection is defined as an
‘artificial assemblage of documents accumulated on the basis of
some common characteristic without regard to the provenance of
those documents’ (ICA multilingual terminology).

53 This is typical for loosely governed subject classifications, which are
prone to attract any kind of ‘miscellaneous’ records.

54 7.30 - MED statistics.
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(easily) consulted elsewhere. A basic finding aid is
available to facilitate searching in the statistics.

The third group consists of the published research
output of the BIS. Apart from its flagship Annual
Report, the Bank published a significant amount of in
depth research papers, reports, speeches and other
materials in the decade leading up to the Second
World War. Most of this research was intended for
the central banking community and was distributed
via private channels; other publications were made
available to a wider audience. The BIS continued to
publish research during and after the war, and still
does today. The archival collection of BIS publica-
tions therefore ranges from the Bank’s foundation in
1930 until the present day, and is still being added to.

New directions in the 1960s and 1970s

By skipping ahead several decades in the history of
the BIS, we don’t mean to imply that the intermedi-
ate years were of little importance to the Bank, or that
the end of the 1930s amounts to the end of a clear-
ly defined period. It is also not for convenience that
we leave out the controversial wartime episode and
the near-liquidation of the BIS after the war.*® Rather,
the limited scope of this contribution necessitates a
selective approach. Bearing this in mind, we never-
theless refer to some developments in passing.

The outbreak of the Second World War confined the
Bank’s operations to a self-imposed code of neutral
conduct. High-key cooperative activities became
largely impossible, but the Bank’s research staff con-
tinued the established routine of collection and anal-
ysis of data and the dissemination of research results.
The Annual Report was even expanded and devel-
oped into ‘the single most comprehensive source of
international financial and banking statistics avail-
able to both the Axis and Allied sides’* The BIS sur-
vived the difficult post-war years and, in the late

55 Fora detailed history of the BIS, see G. TONIOLO and P. CLEMENT, Cen-
tral Bank cooperation at the Bank for International Settlements, 1930-
1973, Cambridge University Press, 2005.

56 P.CLEMENT, ,The historical background to the statistical activities of
the Bank for International Settlements, 1930-2000’, IFC Bulletin, Vol
18, July 2004, 28.
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1940s and 1950s, took on the role of technical agent
in several European multilateral compensation agree-
ments and later in the European Payments Union and
the European Monetary Agreement of 1950 and 1955
respectively. The reports which the BIS produced in
these functions between 1947 and 1972, with detailed
figures on the participating countries’ balance of
payments positions, are part of the Banks’ archival
collections.””

As the Bretton Woods agreement in 1944 had rein-
stated gold-dollar parity and many currencies were
pegged to the dollar, the Bretton Woods era mone-
tary system hinged upon the stability of the gold-dol-
lar peg and the connected exchange rates. The efforts
of the BIS to collect the necessary data to monitor
exchange rates is reflected in the subject based statis-
tical collection, where currency and gold rates make
up the largest category for most of the included coun-
tries. Though it turned out that no amount of statistics
could save the Bretton Woods gold standard, efforts
to reform the system sparked a close cooperation in
the international financial and monetary milieu that
survived the system itself.®

The changing international economic landscape
prompted the BIS to adapt to its new surroundings.
For its low-key cooperative activities, this meant new
data to be collected, new subjects to be studied and
new research areas to be explored. However, it was
only in the 1960s and 1970s that a significant new
direction emerged. This was triggered by a phenome-
non that caused concern at some central banks, pru-
dent acceptance in others, and perplexity in all: the
emergence of the Eurocurrency market.

To understand the shared perplexity, one doesn’t
need to look far. In 1963, the Eurocurrency market
stood at around 7 billion $, enough to inspire some
nervousness. Ten years later, its size had multiplied to
morethan 130billion $.%While ‘anythingthatgrows by

57 BISA9.1005 and 006.

58 The Group of Ten (G-10), for which the BIS still maintains a page with
publications on its website, is a prime example of this cooperation.

59 Figures from TONIOLO and CLEMENT, 2005, 455.

251040 per cent per annum warrants close attention’,
what made the Eurocurrency market particularly
unsettling was its opaque character.®® Eurodollars
are deposits in US dollar at foreign banks or foreign
branches of American banks. This places them out-
side the regulatory reach of the US Federal Reserve.
The term ‘Eurocurrency’ is synonymous with Euro-
dollars but also includes currencies other than the
US dollar where the same mechanism applies.
A very significant share of the Eurocurrency market
operated as an interbank market. Between source
and final borrower, funds were frequently redepos-
ited in a chain of transactions at different banks.
The interbank portion of the market made it difficult
to provide accurate figures on the development of
Eurocurrencies, as redeposited funds inflated statis-
tics. But even when leaving this complicating factor
out of the picture, at the beginning of the 1960s,
the data available on the Eurocurrency market was
very limited.

Effective monitoring of — and possibly intervention
in — the Eurocurrency market, could not be done
without addressing this lack of information. Being
the ‘central banks’ central bank, the BIS was in a very
suitable position for such an exercise. The general
issue was first taken up in May 1961, when a group
of experts convened at the BIS to discuss the emerg-
ing market. This was followed by a second meeting
in October 1962 when, at the suggestion of BIS Eco-
nomic Adviser Milton Gilbert, the participating central
bank experts agreed to pool the data on the Eurocur-
rency market in their respective countries. A statisti-
cal reporting system with the BIS as the central hub
was set up. The first consolidated data, based on
an ad-hoc survey which the BIS conducted in 1962,
became available in March 1963. Thereafter, the reg-
ular reporting exercise resulted in a steady supply of
statistics, of which a breakdown was published in a

60 G.BAER, ‘Sixty-five years of central bank cooperation at the Bank for
International Settlements’, in C.-L. HOLTFRERICH, J. REIS and G. TON-
10LO, eds., The emergence of modern central banking from 1918 to
the present, Aldershot: Ashgate, 1999, 352. Cited in TONIOLO and
CLEMENT, 2005, 459-460; A number of factors are credited with pro-
viding the impetus for the rapid emergence of the Eurodollar market
from the late 1950s. They will not be discussed here.
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dedicated chapter of the BIS Annual Report from
1964 onwards. The neatly structured breakdown
that was presented in the Annual Reports belied the
difficulties in harmonising the reporting of figures.
Frequent meetings of experts at the BIS to improve
the quality and coverage of the reported statistics
lead to the establishment of a specialised body, the
Euro-currency Standing Committee, in 1971.5 As the
statistics matured, more detailed breakdowns were
published on a quarterly basis from 1974.%

The Eurocurrency statistics are of course only one
strain in an eventful two decades, but they contribut-
ed to a stronger focus and more systematic approach
to data collection and dissemination at the BIS. This
is evident in the Bank’s archival collections. The sta-
tistical collection and the so-called ‘central banking
files’ that were described earlier were phased out. A
number of existing publication series were discon-
tinued and new series, most notably the quarterly
statistical reports, were introduced in the 1970s and
1980s. The new series were not only intended for the
central banking community but were available to the
general public.

The scramble to provide information on the Eurocur-
rency market in the 1960s and 1970s illustrates a key
point about low-key cooperation at the BIS — that itis
a catalysing force. Collecting, analysing and dissem-
inating information is not just a supporting form of
cooperation, it requires a great deal of cooperation to
begin with. To be fair, this cooperation had its limits.
A British official suggested in 1975 to include other
international organisations such as the IMF and the
OECD in the Bank’s statistical efforts.* He had heard
‘a certain amount of criticism of the BIS Eurocurren-
cy statistics from such organisations and in his view
there was a danger that one or other of them might
begin to duplicate the work of the BIS in that area’.

61 Renamed in 1999 as the Committee on the Global Financial System
(CGFS).

62 This series of Eurocurrency statistics was expanded continually and
in 1998 developed into the BIS Quarterly Review, which is still being
published. BISA 9.1 008.

63 BISA1.3a(3) Vol 19.

Though the reactions to his proposal were divided,
the tenor was that ‘to invite such outside observ-
ers to meetings would change the character of
the BIS as a central bankers’ club’ It would take
some time before a joint statistical undertaking
by the BIS and OECD, later joined by the IMF and
the World Bank, would emerge. The Mexican debt
crisis of 1982 finally brought about a joint statistical
venture between the BIS and the OECD, the aptly
named statistics on externalindebtedness. The two
organisations were joined by the IMF and the World
Bank in 1999 to form the Joint BIS-IMF-OECD-World
Bank statistics on external debt. The statistics were
and still are collected and made available through
ajoint ‘hub’, the JEDH.%

What started as a relatively limited information shar-
ing exercise on Eurocurrency developments, rapidly
turned into a broad and increasingly routine opera-
tion at the BIS. The adoption of computerised data
processing in the late 1970s made it possible for the
Monetary and Economic Department to continually
expand the coverage and quality of the BIS statistics.
A shared platform, the so-called BIS Data Bank,
was set up to facilitate the sharing of statistical data
between participating central banks. As Christian
Dembiermont observes, ‘the Data Bank was a natu-
ral public service to its shareholders as well as a tool
to facilitate its own work’* The platform still exists
today and remains an extremely relevant tool for
central banks.

A ‘mecca of information’?

The BIS historical archives

Whether the BIS has succeeded in becoming what
Johan Beyen (perhaps with some irony) described
as a ‘mecca of information’, is a question we leave for
others to contemplate. The more interesting ques-
tion, at least from an archival point of view, is what
remains of the Bank’s research efforts and how this
could serve historical research purposes.

64 Joint External Debt Hub, (http://www.jedh.org/).
65 C.DEMBIERMONT, ‘Thirty years of experience in database manage-
ment: the BIS Data Bank, IFC Bulletin, Vol. 28, August 2008, 308.
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The BIS has arich historical archive which was opened
for public consultation in 1998.% Among its archival
materials are large amounts of meeting records, cor-
respondence, case files, and other records, in short,
the evidence of decades of high-key cooperation.
Curiously invisible for a long time, however, were the
research data and findings that have been accumu-
lating for over 80 years. A significant amount of more
recent BIS publications is available on the Bank’s web-
site, as are statistical datasets going back, in some
cases, to 1977. Still, most BIS-produced publication
and research data were scattered around the archives
and the Bank in general, uncatalogued and large-
ly inaccessible to researchers. In 2014, a project was
set up to remedy this situation. It resulted in a fairly
complete catalogue of BIS publications and ensured
the preservation of the paper materials in this group.
The project also lead to a close inspection of related
materials, particularly the statistical collection which
the Monetary and Economic Department maintained
between 1930 and the 1970s.

What makes published materials a challenge to pre-
serve, is that they are often perceived as belonging
to a library collection. Their archival value is ignored.
Libraries have a different function than archives and
are usually less concerned with preservation than
with access. Archival principles do not translate well
into the librarian’s world. As for statistical data, the
difficulty is one of interpretation. Quantitative data-
sets lie outside the comfort zone of many archivists.
It often takes a seasoned specialist to make sense of
the data and to determine its usefulness for further
research.

The economic research data that is available in the
BIS archives has a substantial potential for histor-
ical research. How to use it, and to which end, is
an issue which the historian and the archivist will
have to figure out together. All it requires is a little
cooperation.

66 Access is generally restricted to records that are at least 30 years old,
with a number of exceptions to this rule. More information regarding
access to the archives can be found on the BIS website (www.bis.org).
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Chapter 3
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The rise and decline of research departments in the Spanish financial

institutions, 1930-2015.

José L. Garcia-Ruiz®’

Introduction

The Research Departments (Servicios de Estudi-
os in Spanish) in financial institutions are special-
ized departments in macroeconomic analysis that
emerged in the early twentieth century in line with
the formation of modern central banks. The relation-
ship between the monetary sector and the real sector
of the economy was a constant concern for the new
monetary authorities, and it was the center of atten-
tion in the Research Departments, which recruit-
ed people trained in the faculties of Economics that
emerged at that time in universities worldwide. The
publication in 1936 of The General Theory of Employ-
ment, Interest and Money by John Maynard Keynes
was a milestone in the history of Macroeconomics.
The book induced one to think that with appropriate
monetary and fiscal policies it was possible to mod-
erate the impact of economic cycles and provided an
adequate theoretical framework for that interven-
tion (Keynes, 1936).

After World War I, private banks followed the example
of the central banks and created their own Research
Departments. Other Research Departments were
developed in international organizations, univer-
sities and employers’ organizations, amid a wide-
spread acceptance of Keynesian thinking. However,
when this approach to Economics as a social science
went into crisis, in line with the problems of ‘stagfla-
tion’ of the 1970s and 1980s and the rise of neoliberal
thought, Research Departments began to be regard-
ed with suspicion. For new business leaders it was
not clear that banks and companies in general had

67 Complutense University of Madrid. Email: jlgarciaruiz@ccee.ucm.es

to fulfil a social function, as did the Research Depart-
ments with their high social impact publications,
which completed the official statistics and encour-
aged the debate on major issues of economic policy.
Microeconomics imposed on Macroeconomics and in
the financial institutions the microeconomic analysis
of risks was considered far superior to previous mac-
roeconomic analyses.

Inthis paper we present the evolution of the Research
Departments in Spain, which followed the general
pattern we have described above. The pioneer was
the Research Department of the central bank, Banco
de Espafia (1930), to be followed by those of the
banks Urquijo (1945), Central (1954), Bilbao (1954)
and Banesto (1965), to name only those that elab-
orated original information. Insurance companies
and savings banks, being smaller, preferred to create
shared Research Departments and thus emerged
ICEA (1965) and FUNCAS (1979), respectively. Only
the leading institutions (Mapfre among the insur-
ance companies and La Caixa among the savings
banks) had their own research departments (histor-
ical rankings in Annex I; see also, Tortella, dir., 2014,
for insurance and Torres & Comin, 2003, for savings
banks). The crisis that put an end to the Golden Age in
the 1970s and 1980s swept away the solid Research
Departments devoted to Keynesian Macroeconom-
ics. At best, they were replaced by others with less
structure that would work with more or less sophisti-
cated econometric models, always ready to give esti-
mates of the future evolution of the main variables,
that is, the Neo-Keynesian Macroeconomics inspired
by Lawrence R. Klein.
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The Great Recession that began in 2007 is provoking
the end of the neoliberal apotheosis associated with
the Great Moderation of the turn of the century, and
to alesser extent a critical evaluation of the predictive
ability of econometric models a la Klein; for instance,
these models were unable to foresee the outbreak of
the bubbles that had formed during the Great Mod-
eration and led the economy to the Great Recession
(Kotz, 2015). In Spain, as we shall see, this has been
a particularly serious problem, since the bursting of
a bubble of enormous dimensions in real estate has
caused devastating and long lasting effects. However,
after the outbreak of the crisis, Macroeconomics has
appreciated against Microeconomics and this is good
for the consolidation of the Research Departments,
which are being slowly reinforced everywhere.

The pioneer: the Research Department
of the Banco de Espaiia

In 1930, Spain was at a crossroads. The country was
abandoning the dictatorial system imposed seven
years before amid a difficult economic environment
marked by the international Great Depression. The
tensions were reflected in the currency, the peseta,
whose situation was a worry for the monetary
authorities. France, which was the main commercial
and financial partner of Spain, also showed concern
and it is not surprising that there were two French
economists, Pierre Quesnay and Michel Mitzakis, who
offered their advice to the Spanish authorities to help
to solve the problem (on the history of this Research
Department see Martin-Acefia, 2000 & 2006, and
Martin-Acefa & Tortella, 2010).

Quesnay had been chief of the Research Depart-
ment of the French central bank, the Banque de
France, and now he was the general manager at the
Bank for International Settlements, and Mitzakis
was a young inspector of the Banque de France.
Both were in contact with the governor of Banco de
Espafia, Federico Bas, to help him to design a plan
to stabilize the peseta. The plan should ensure that
other European central banks would lend money to
Spain. Quesnay’s report was finalized on 15 Novem-
ber 1930 and included a recommendation to create

a Research Department on monetary and economic
issues within the central bank, modeled on a similar
department of the Banque de France.

The first mission of the Research Department would
be to calculate the impact of the exchange rate on the
elements of competitiveness of the Spanish econo-
my (prices, wages, taxation, foreign sector, etc.), but
hereinafter the department would be responsible
for monetary research in general, preparing techni-
cal notes that should be useful to the governor. An
important issue was to analyze the conditions for
implementing the Gold Standard in Spain. To give
a structure to the department it was necessary to
design an organization chart, and here Mitzakis’ col-
laboration was decisive. The young French econo-
mist maintained frequent contact with a lawyer spe-
cializing in finance, José Larraz, and a statistician,
Olegario Fernandez-Bafios, because they were the
people chosen to run the department.

After overcoming some difficulties, on 2 January
1931 the Research Department was ready to work
with three sections: i) economic, financial and
monetary research; ii) translations, documenta-
tion and library; and iii) operations to stabilize the
peseta. Very soon, Larraz left the department and
was replaced by the economist German Bernacer,
who, like, Fernandez-Bafos, had done doctoral
studies abroad. The first two sections were soon
producing interesting papers (such as Ritmo de la
crisis econémica espafiola en relacién con la mundi-
al), but the third lagged behind because Bernacer
proved to be a Keynesian economist who saw the
depreciation of the peseta as an appropriate instru-
ment to deal with the external shock of the Great
Depression on the Spanish economy. When the
pound sterling left the Gold Standard in September
1931, the Research Department understood that
this movement supported its view. For the same
reason, the department was radically opposed to
the integration of the peseta into the French bloc
d’or, as was proposed by the Government in 1933,
when after the abandonment of the Gold Standard
by the US dollar France considered that the time
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for the international monetary leadership of the
franc had come (the instrument was the so-called
bloc d’or of the countries that kept their currencies
linked to the Gold Standard).

The Research Department of the Banco de Espafia
remained largely independent from the Govern-
ment policies, which is explained in part by the
autonomy enjoyed by the issuing bank (the Banco
de Espafia was a private bank, though privileged,
until 1962). This triggered some conflicts. A major
controversy was unleashed around interest rates.
The Government wanted to reduce them, but the
Banco de Espafia relying on its Research Depart-
ment refused, arguing that the ‘cheap money’ did
not guarantee a healthy economic recovery. The
truth is that unemployment became unbearable
and the 1936 general elections were won by a Pop-
ular Front (broad coalition of the leftist parties).
Only at that moment did the Research Department
of the Banco de Espafa consider that it had been
a mistake not to have radically cut interest rates in
the recent past (then, Spanish real interest rates
were among the highest in the world) (Banco de
Espafia, Servicio de Estudios, 1931-1936; Tortella &
Garcia-Ruiz, 2013, pp. 108-114).

But beyond the debatable views of the Research
Department, the fact is that since 1935 its exist-
ence allowed the creation of the most important
Spanish economic database. This database was
composed of scattered statistics that were gath-
ered by the department but also of others elabo-
rated by their economists and entirely new ones.
It provided the basis for calculating the first bal-
ance of payments of the country. The statistician
Francisco Jainaga did this by accumulating data
from many different sources, as well from a ques-
tionnaire distributed among 3,500 exporters and
importers and other people related to the matter.
The result was the reconstruction of the complete
balances of payments for 1931-1934, a milestone
in Spanish applied economics. Soon after, Jainaga
was killed in the early days of the Spanish Civil War
(1936-1939).
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During the Civil War, the Banco de Espafia was
divided into two, while the Spanish monetary
union broke down. The Research Department
remained operational only in the territory con-
trolled by the ‘national’ faction of General Francis-
co Franco, with José Larraz as chief economist. One
of his functions was considering how monetary
union would be restored when the war was over.
In Estudio sobre la restauracién de la comunidad din-
eraria espanfiola (1938), Larraz argued that the win-
ners should recognize the credits of the losers, but
this should be done in terms of the purchasing power
of the two currencies: the ‘national’ peseta and the
republican peseta (‘Marxist peseta’ in the study).
Larraz would be the Minister of Finance who, in Sep-
tember 1939, had to undertake the monetary restora-
tion and it proved very useful for him to have worked
previously in the Research Department of the Banco
de Espafia.

In the post-war, the Banco de Espafia was under the
authority of the Franco dictatorship (1939-1975),
but it was not nationalized until 1962. The Research
Department continued to operate, with a bank officer,
Mariano Sebastian, at the head between 1947 and
1956. Sebastian’s economic thought fitted well with
the ideology of Franco’s New State, willing to exert a
larger control over the central bank. They were years
of mediocrity, with the role of the Research Depart-
ment reduced to developing a section of the annual
report of the Banco de Espafia on the monetary
aspects of the evolution of the Spanish economy. In
late 1956, Sebastian was promoted to secretary gen-
eral of the bank and had the wisdom to choose Joan
Sarda as his successor. Sarda was a university pro-
fessor and former chief economist of the Research
Department of the Banco Central de Venezuela. He
was an economist from Barcelona who had com-
pleted his training at the London School of Econom-
ics and the University of Munich, and stood out as a
Keynesian and historian of the Spanish economy. In
short, the cosmopolitan and brilliant Sarda was the
opposite of the low profile civil servant Sebastian. In
vain, a professor of the Central University of Madrid,
Francisco Sanchez-Ramos, wrote to Franco to warn
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about Sarda as a ‘professor totally divorced from the
national ideology’, because of his contacts with Cat-
alan separatists in Venezuela and with dissidents in
Spain (the letter is preserved in the Archive of the Fun-
dacion Francisco Franco, folder 13327).

Sarda headed the Research Department until 1965,
introducing completely new approaches in the insti-
tution. Since 1957, the annual report of the Banco
de Espafa became the sophisticated report that is
expected from a central bank, and it was comple-
mented, since 1960, with the publication of a statis-
tical bulletin very useful for economists. Very soon,
Sarda gained enormous prestige and was called on to
design the stabilization that was needed again by the
Spanish economy. Somehow, it was a return to the
origins, because the Research Department had been
created in 1930, in the midst of the Great Depression,
to help in the stabilization of the exchange rate. This
time, the question was to set the peseta-dollar parity
to enter the Bretton Woods monetary system and put
an end to the economic isolation of the country. For
the success of the process it was necessary to con-
trol inflation that was rampant with fiscal (increased
taxes, restrictions on public spending) and monetary
(interest rates rises, controls on the credit growth,
etc.) measures. In July 1959, a Stabilization and Liber-
alization Plan was published in the official gazette, as
a proof of the good understanding between the Min-
istries of Trade and Finance and the Banco de Espafia.

During the Cold War, the Franco dictatorship got sup-
port from the United States in exchange for allowing
the establishing of military bases in Spain, a country
with a very interesting geostrategic position. In 1961,
the Research Department of the Banco de Espafia
was committed to reach an agreement with the
World Bank, which was willing to aid Spain, a back-
ward country that had recently joined the interna-
tional economic institutions. Sarda proposed the
Banco de Espafa as the single monetary authori-
ty, recovering monetary functions that Franco had
entrusted to the Ministry of Commerce (the Insti-
tuto Espanol de Moneda Extranjera performed the
external monetary transactions) and the Ministry

of Finance (the Direcciéon General de Banca y Bolsa
developed inspection functions on the financial insti-
tutions). In order to transform the Banco de Espafia
into a true central bank, the institution should be
nationalized, strengthened in its functions and, final-
ly, endowed with autonomy from the Government.
The Banking Act of 1962 nationalized the bank but
there was no progress in all other respects.

In 1965, as a consequence of a ministerial crisis, Angel
Madrofiero replaced Sarda as head of the Research
Department of the Banco de Espafia. One of his first
decisions was to hire Mariano Rubio as deputy head.
Rubio was a socialist economist who had found work
in the Paris offices of the OECD to be away from the
Spanish dictatorship (Tortella, 2015). In 1966, the
Research Department created the Cuerpo de Titu-
lados, a team of graduates and postgraduates in
Economics, most of them trained by Professor Luis
A. Rojo at the Central University of Madrid (Com-
plutense University of Madrid since 1970). The rela-
tionship was so close that Rojo ended up running the
Research Department between 1971 and 1988. They
were years of consolidation of the Research Depart-
ment, with the formation of a collection of studies
and publications that are key to understanding the
Spanish economy of the period. In 1972, the first
book of the Research Department was published:
Una estimacion del producto interior bruto trimestral
de Espafia, 1958-1971, written by Julio Rodriguez
Lopez, which was a proof of the institution’s ability to
supplement the data offered by the Instituto Nacion-
al de Estadistica, created in 1945 to produce the offi-
cial statistics.

The importance of the Research Department in the
second half of the twentieth century explains that
Rubio and Rojo became deputy governors and,
then, governors of the Banco de Espafia. With Rojo
at the top of the Research Department, 711 con-
fidential documents were recorded, proving the
impact that the department made in the moderni-
zation of the Spanish monetary policy in those cru-
cial years marked by the transition from dictator-
ship to democracy and the impact of the oil crises.
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Confidential documents were complement-
ed by hundreds of studies and internal statistics
that were the basis of the publications offered
to the general public, among them the ‘blue
books’ of the Economic Studies series, launched
in 1972 with the aforementioned book by Julio
Rodriguez. Eight years later, the ‘red books’ of
the Economic History series, run by Pedro Tedde,
historian of the department, were added. The inter-
est for the Economic History of the Banco de Espafia
has been proverbial and has never waned, outstand-
ing among them being the books devoted by Tedde
to the evolution of the institution since its inception
in 1782 (Tedde, 1988 & 1999) and some monographic
studies (the most recent one has been Malo de Molina
& Martin-Acefia, eds, 2012).

In 1988, Rojo left the Research Department to serve as
deputy governor and, after a short transition period,
since 1992, José L. Malo de Molina replaced him
(Malo de Molina would remain in this function until
2015, when he was succeeded by Pablo Hernandez
de Cos). The Research Department had to pay spe-
cial attention to the process of monetary union that
started with the Maastricht Treaty (1992). As is well
known, the process culminated at the beginning
of the 21st century with the adoption of the euro, a
currency backed by the European Central Bank that
has absorbed many of the functions of the national
central banks of the ‘Eurozone’ The Malo de Molina
period has been marked by these events, which have
reduced the role played by the Banco de Espafia and
its Research Department. The preference for simple
econometric models explains that, between 2004
and 2014, only four ‘blue books’ have been published
versus 462 working papers. The Research Department
has developed valuable work in the elaboration of
statistics (available through the data bank BIEST in
(www.bde.es), the writing of the bank’s annual report,
the managing of the bank’s library and the advising to
the monetary authorities. In 2001, a group of econo-
mists linked to the European Central Bank launched
a prize for young scholars called German Bernacer
Award, which serves as a recognition of the work
done by the Research Department since its inception.

eabh Prague archival workshop

No doubt, the Research Department of the Banco de
Espafia remains as the key reference in its field.

The Research Departments of Banco
Urquijo and Banco Hispano Americano
In 1942, Madrid was a city ravaged by the war, but
one of its banks, Banco Urquijo, launched the jour-
nal Moneda y Crédito, to publish the work of Spanish
and foreign economists who would bring the light of
liberalism to times marked by a momentary triumph
of fascism. Of the four articles published in the issue
1, the outstanding ones were those by the Keynesian
German Bernacer (La ecuacion fundamental del valor
del dinero) and another by the Austrian Luis Olaria-
ga (Economia y hacienda de guerra). Shortly after,
on 15 June 1944, the Urquijo signed an agreement
with Banco Hispano Americano (Hispano), estab-
lishing a symbiotic relationship between the two
Madrid financial institutions. The Hispano, which led
the ranking of the Spanish banks, was a commercial
bank with a small portfolio of industrial holdings; by
contrast, the Urquijo was a universal bank but with
a bias towards the investment in equity of industrial
firms. Because of this specialization, it was easy for
both institutions to reach an agreement of cooper-
ation without losing independence. The agreement
was called Pacto de las Jarillas because it was signed
in a rural estate near Madrid with that name. One of
the consequences of the pact was the creation of the
Research Department of the Banco Urquijo (Puig &
Torres, 2008).

The Research Department of the Urquijo was estab-
lished with the mission of gathering information on
the economic sectors where the bank’s subsidiaries
and affiliates were operating, as well as those sectors
in the hands of competitors. In those years, the coun-
try’s industrialization was considered the best way
to ensure economic growth and the Urquijo seemed
destined to play a key role in it. Under the direction
of Julio Tejero, professor of Political Economy and
friend of the CEO Juan Llado, in 1945 the Research
Department began to publish La Economia Espario-
la, an annual report of great interest on the evolution
of the Spanish economy that, using a comparative
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perspective with other countries, tried to raise aware-
ness of the dangers of following paths leading away
from the market economy. Since 1945, the annual
report was supplemented with Boletin financiero, a
bulletin on a monthly basis and less ambitious goals.

A unique feature of the Urquijo led by Lladé was
its willingness to finance a variety of intellectu-
al and scientific researches without direct con-
nection with the economy or business. The main
instrument was the Sociedad de Estudios y Publi-
caciones, founded in 1947, which gave support to
people clearly away from the authoritarian ori-
entations of the dictatorship (Francisco Suarez,
Xavier Zubiri, Julian Marias, Ramén Carande,
Joaquin Rodrigo, Damaso Alonso, Emilio Garcia-
Gbémez, José Antonio Maravall, etc.). For an edu-
cated banker like Lladd, contributions by philos-
ophers and writers (and their intangible social
values) were as important as those made by econ-
omists (and their tangible social values) to create
a society where companies promoted by the
Urquijo would render private and social benefits.
The Research Department of the Urquijo benefit-
ed from the collaboration of important Spanish
economists such as Julio Tejero, José M. Naharro,
Lucas Beltran or Ildefonso Cuesta-Garrigos.

An institution so committed to industry as the
Urquijo, had to feel the attraction of ‘Spain’s
factory’, Catalonia, and, in 1962, the Barcelona
branch of the Research Department was creat-
ed, with a specialist in regional economics, pro-
fessor of Political Economy Ramoén Trias-Fargas,
at the head. Three years later, in 1965, the Seville
branch was opened, under the leadership of pro-
fessor of Financial and Fiscal Law Jaime Garcia-
Afoveros. This branch was more modest than
those of Madrid and Barcelona, and its opening is
largely explained by the role played by the Anda-
lusian poet José A. Mufioz-Rojas in driving the cul-
tural conglomerate of the Urquijo. Mufioz-Rojas
was a close friend of Lladé and had carte blanche
to interconnect the world of the Economy with the
world of Culture. Within the Sociedad de Estudios y

Publicaciones, he ran a Seminario de Investigacion
Econémica, where papers by professors of Eco-
nomics as diverse as Valentin Andrés-Alvarez, José
L. Sampedro or Lucas Beltran were presented and
discussed. Mufoz-Rojas obtained the sponsorship
of the Ford Foundation for the workshops in the
1960s and special attention was paid to the intro-
duction in Spain of the Freiburg School and the
‘ordo-liberalism’. Internationally renowned mas-
ters such as Hayek, Robbins, Shackle or Haberler
presented papers in the workshop. In late 1973,
the Research Department of the Urquijo called for
the First Meeting of Research Departments, which
coincided with the First Meeting on Regional Stud-
ies and allowed the creation of the Spanish Asso-
ciation of Regional Science, which still operates
today (Banco Urquijo, 1975).

Nothing similar can be said about the Research
Department of the Hispano, which after the afore-
mentioned Pacto de las Jarillas (renewed in 1964
and 1973), had chosen to go deep in its commer-
cial banking line of business. In this type of bank-
ing risk is less concentrated and less exposed to the
immobilization of resources caused by industrial
investments. Therefore, it is reasonable that com-
mercial banks have more interest in Microeconom-
ics than in Macroeconomics, and this is reflected
in weaker Research Departments. All in all, the His-
pano’s Research Department made some remarka-
ble contributions. In the 1950s, the department fol-
lowed the course of the ‘American aid’, a question
in which the intervention of the CEO of the Hispano,
Andrés Moreno, had been decisive. In its critique of
the Pactos de Madrid (1953) between General Franco
and President Eisenhower, the Communist Party did
not hesitate, in June 1956, to use as a source the sta-
tistics of the Hispano’s Research Department on the
subject (Comité Central del Partido Comunista de
Espafa, 1956). The statistics had been published in
the first issue of Situacion Econémica en, a yearbook
not without interest that came to light between 1956
and 1966. In the great crisis of the 1970s and 1980s,
macroeconomic events gained new importance and
the working papers by the Research Department
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provided the critical view of who is about to be
destroyed by an economic tsunami. These studies
were the base of Pulso Econdmico, a publication for
the media. It is worth mentioning also an ambitious
study onthe Input-Output Table of the CanaryIslands
(Banco Hispano Americano, Servicio de Estudios,
1978).

The solution to the problems could come from enter-
ing the European Economic Community (EEC), which
occurred in 1986, something that was watched with
hope by the Research Department. But the fate of
the Madrid banks was cast. Since 1985, the tandem
Hispano-Urquijo was controlled by the Government.
In the process of disinvestment, Claudio Boada, the
chairman appointed by the Government, would not
hesitate to put an end to the Research Departments
of both institutions and deliver Moneda y Crédito to
the Banco de Espafia, losing in this way its charac-
teristic ‘virginity”: the journal had been truly open to
all without interference from outside the academic
world (Raga, 2009).

After overcoming some difficulties, the Urquijo
was taken over by Banco Sabadell, while the His-
pano would merge with another Madrid bank,
Banco Central, in 1991 to form Banco Central His-
pano (BCH). In 1999, the BCH was absorbed by
Banco Santander. As we shall see in the next sec-
tion, the Central had, since 1954, a true Research
Department and the BCH decided to keep this tra-
dition by appointing Fernando Fernandez as head
in 1996.

The Research Department of

Banco Central

Banco Central was founded in 1919 by a group of
banks and bankers, led by the Basque Crédito de
la Unién Minera (CUM), with the aim of participat-
ing in the process of consolidation of Madrid as the
Spanish financial center that was taking place since
1900. In 1925, the CUM suffered a crisis and was lig-
uidated, putting Central in danger. The solution was
found in the reinforcement of the bonds with the
existing political regime, the dictatorship of General
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Miguel Primo de Rivera (1923-1930), who was regard-
ed with suspicion by the liberal elite that dominated
private banking in Spain. The problem was that after
the dictatorship the monarchy fell and the Second
Republic (1931) was proclaimed. Immediately, Cen-
tral was harried by the new political power, while it
was severely affected by the industrial crises of those
years. One of the measures taken to address the
problems was to create in 1934 a Research Depart-
ment, with the first republican governor of the Banco
de Espafia, Julio Carabias, as head. In March 1936,
Carabias became delegate from the Government of
the Popular Front in the Consejo Superior Bancario (a
high council to deal with banking issues) and, being
aware of the precarious situation of the Central, pre-
pared it to be controlled by the Banco de Espana (see
Tortella & Garcia-Ruiz, 2013, for more details of the
Spanish financial history).

The outbreak of the Civil War prevented the Central
from being taken over. The ultimate solution to the
problems was sought in the strong leadership of a
banker and conservative politician, Ignacio Villalon-
ga, who really laid the foundations of a new Cen-
tral. Villalonga supported General Franco during the
Civil War, because the ‘national’ faction guaranteed
public order, but in the post-war period Villalonga
asked for a prompt return to parliamentary monar-
chy. This helps us to understand Villalonga’s choice
in the early 1950s of Jesus Prados-Arrarte as chief
economist of the new Research Department. The
curriculum of Prados-Arrarte (Bilbao, 1909-Madrid,
1983) showed him as a person clearly opposed to the
values defended by Franco’s New State. Prados-Ar-
rarte had been imprisoned during the dictatorship of
Primo de Rivera, had participated in the republican
uprising of Jaca (1930) and had received the appoint-
ment of ‘capitdn de estado mayor’ (high rank officer)
of the republican army during the Civil War, becom-
ing entitled to the Medal of Duty in June 1938 due
to war operations. His battalion during the war had
been one organized by the Federation of Education
Workers of the socialist union (Unién General de Tra-
bajadores), because Prados-Arrarte was at the time
professor of Political Economy and Public Finance
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at the University of Santiago. In the post-war, Fran-
co’s dictatorship allowed the reincorporation of Pra-
dos-Arrarte to the university chair, but declared him
unable to be president or dean of his university. Pra-
dos-Arrarte’s reponse was to leave for Latin America
to work in economic research in Argentina and Chile
(he worked at the ECLAC) (Prados-Arrarte, 1979; Pra-
dos-Garcia, 2004; Martin-Rodriguez, 2010).

In 1954, Prados-Arrarte returned to Spain and took
charge of the Research Department of Banco Central.
In the department, he promoted the publication of a
yearbook, Estudio Econdémico, which enjoyed wide
circulation. The name Estudio Econémico resem-
bled that of the United Nations’ publications that
Prados-Arrarte had known in America. This work was
accompanied by the publication of a dozen books
and numerous articles (Prados-Arrarte, 1958 & 1965,
are particularly interesting). But Prados-Arrarte’s par-
ticipation in the ‘conspiracy of Munich’ (meeting of
European democrats in that German city) returned
him to exile in 1962-1964, which was used by his polit-
ical enemies to try to expel him from the Faculty of
Law in the Central University of Madrid (his position
in the University of Santiago was being transferred
to the Central University). A student protest prevent-
ed this manoeuvre. Finally, Prados-Arrarte kept his
chairin the Central University and, after the dictator’s
death, could unleash his political vocation launching
the Partido Socialista Democratico Espafiol (PSDE),
of which he was vice-president. The lack of transpar-
ency within the PSDE would lead him to resign and
join the Partido Socialista Obrero Espafiol (PSOE)
shortly before general elections of June 1977, the first
democratic elections since 1936.

The linkage of Prados-Arrarte with the banking indus-
try was a problem for his political career. For many,
the banking industry had been a pillar of the dicta-
torship and Prados-Arrarte’s socialism was seen as
opportunistic. Faced with these accusations, Pra-
dos-Arrarte noted that ‘adherence to socialism is
not proved with a card but with a socialist life’ and
recalled his imprisonments and exiles. His work
for Banco Central (where he retired in 1970) was

explained saying that with the dictatorship his work
in the public sector had been very difficult. ‘Where
would | perform my duties as an economist in those
conditions? Of course, in the private sector, and more
easily in a sector like banking, which hires more econ-
omists than others’, explained Prados-Arrarte. If he
had opposed the nationalization of banks it had been
because he agreed more with the German, British,
Austrian and Swedish socialists than with the French
or ltalian. With the nationalized banks it would be
easy to have a ‘Matesa in the left) that is, a scandal
induced by a privileged use of credit by some compa-
ny (as had happened with Matesa, a firm supported
by the right near to Opus Dei) (Prados-Arrarte, 1979).

The nationalization of private banks was one of
the programmatic points of Falange Espafiola (the
Franco party) that had been discarded in the Bank-
ing Laws of 1946 and 1962. In the 1960s, the bank-
ing industry was widely criticized because of its high
profits and its control of the largest companies. The
left and Falange agreed that the socialization of
the banking business through nationalization was
needed. In December 1967-January 1968, the pages
of a daily newspaper, Madrid, hosted a discussion on
the topic between Jesus Prados-Arrate and Ramén
Tamames, professor at the Autonomous University
of Madrid and a shadow member of the Communist
Party (the discussion was reproduced in Cuadernos
para el Didlogo, April 1968, through a Falangist pro-
posal to nationalize the banks). Both were defined by
the newspaper as ‘prestigious economists) but dif-
fered a lot in their positions. Prados-Arrarte defend-
ed banks from the exaggerated critiques that had
converted them into the ‘big scapegoat’ for the prob-
lems of Spain, while Tamames, a disciple of the well-
known Falangist economist Juan Velarde, proposed
nationalization as the best solution to give more
strength to Spanish economic development. As Pra-
dos-Arrarte said in 1979, what happened more than
ten years before had been the controversy between a
socialist (him) and a communist (Tamames).

Prados-Arrarte’s work had a literary quality that
earned him election as academic of the Royal Spanish
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Academy. He took up his chair on 28 November 1982
with a speech entitled Don Alvaro Flérez Estrada, un
espariol excepcional (1766-1853), which was answered
by the academic Alfonso Garcia-Valdecasas. In the
speech, Prados-Arrarte showed his admiration for
the egregious liberal and constitutionalist Florez
Estrada, who ‘for his country suffered exile and per-
secution’. The truth is that the Florez Estrada legacy
was much more important than the Prados-Arrarte
legacy. Alfonso Escamez, the chairmen that succeed-
ed Villalonga in 1973, kept the Research Department
alive, but with a more internal character. In 1991, the
Central merged with the Hispano, and it was decid-
ed that the new institution, BCH, should be endowed
with a Research Department. In 1997, an economist
that had worked for the International Monetary Fund,
Fernando Fernandez, was selected as head of the
institution. Fernandez shared with Prados-Arrarte the
fact of having spent years abroad working for interna-
tional organizations, but their political orientations
were radically different: Prados-Arrarte was a ‘cepali-
no’ (economist near to the ‘dependency theory’ posed
by Raul Prebisch in the ECLAC or CEPAL in Spanish),
while Fernandez was greatly influenced by the ‘Wash-
ington consensus’ and neoliberalism.

In mid-2001, with BCH taken over by Banco Santand-
er, a conflict erupted when the conservative Govern-
ment of José M. Aznar was very upset with the sup-
port granted by the Research Departments of the
two big banks (BBVA and Santander) to a tax reform
proposal of the PSOE. Everything seemed amazing
in this episode. The socialist proposal consisted in
reducing the tax system to a single rate and a mini-
mum exempted income. Naturally, the neoliberal
Fernandez liked the idea, and showed in public his
support, but the head of the BBVA Research Depart-
ment, the ‘third way’ socialist Miguel Sebastian spoke
in similar vein. The reaction of Emilio Botin Ill, chair-
man of the Santander, was to dismiss Fernandez and
transform the Research Department into an insti-
tution for supporting the managers, with very little
external presence, following the house tradition. Ale-
jandra Kindelan would be responsible for the depart-
ment thereafter.
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The Research Department of

Banco de Bilbao

In 1954, a young man from Biscay of 25 years of age,
José A. Sanchez-Asiain, with studies completed in
Deusto University (Bilbao) and Central University of
Madrid to obtain a PhD degree in Economics joined
the new Research Department of Banco de Bilbao.
Two years later, he was already the deputy head
of the department; then, between 1959 and 1962,
he would be the head. These were years in which
Sanchez-Asiain also taught at the School of Higher
Commercial Studies of Bilbao, the University of Val-
ladolid and Deusto University, allowing him to obtain
a professorship in Public Finance and Tax Law at the
University of Valladolid in 1962. In that year, Sdnchez-
Asiain decided to accept an invitation from the new
Minister of Industry, Gregorio Lépez-Bravo, to be his
secretario general técnico (main assistant on techni-
cal issues), with a central role in the planes de desar-
rollo (developmental plans) of the Government.
Lopez-Bravo called Sanchez-Asiain because he was
impressed by the studies on national income and its
provincial distribution that the Research Department
of the Bilbao had initiated in 1957 (on 1955 data).

To strengthen the studies on territorial distribution
of income, the Research Department hired Julio
Alcaide. Alcaide was an economist born in 1921 in
Cadiz who, since 1945, worked in the Servicio Sindi-
cal de Estadistica, an agency under the Ministry of
Labour that produced very detailed statistics on
work centers in Spain. Between 1962 and 1991,
Alcaide would coordinate the works of the Research
Department on Spain’s national income and its pro-
vincial distribution, which he would continue in the
following bank institutions: Banco Bilbao Vizcaya
(BBV) and the current Banco Bilbao Vizcaya Argen-
taria (BBVA). Alcaide became deputy head of the
Research Department, a job that he combined with
his work at the Instituto Nacional de Estadistica,
where he was part of the team that developed the
Spanish National Accounts between 1954 and 1975.
During this period he was also very active in devel-
oping the Input-Output Tables for 1954, 1958, 1962,
1966, 1970 and 1975.
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In 1966, Sanchez-Asiain left the Administration and
returned to Banco de Bilbao, where he would be
deputy general manager (1966-1968), general man-
ager (1968-1970), general manager and director
(1970-1974) and chairman of the Board of Directors
(1974-1988). During all these years, the management
of the Research Department was entrusted to Luis A.
Lerena, an economista del Estado (economist work-
ing for the Administration) that Sdnchez-Asiain had
met at the Ministry of Industry. Lerena and Sanchez-
Asiain shared many things, for example, their ded-
ication to the University (Lerena taught at the Com-
plutense University and the University of the Basque
Country). The truth is that Lerena, with his character-
istic modesty, transformed the Research Department
into the best of its class in the private realm. Apart
from the renowned collection of works on nation-
al income and its territorial distribution, the depart-
ment edited an annual report (Informe Econémico),
two well-known journals, El Campo (1967-1996) and
Situacion (1973-1999), and two ‘social balances’ for
the period 1978-1981, where the bank tried to show
its commitment with society.

1978 witnessed the publication of La Renta Nacion-
al de Espafia y su distribucién provincial. Serie
homogénea, 1955-1975, which was a milestone in
Spanish applied economics. The Instituto Nacion-
al de Estadistica began in the 1970s to make similar
statistics, but it was generally accepted that Banco de
Bilbao’s statistics were superior. Subsequently, the
series was prolonged until 2001, when it was consid-
ered that the National Accounts were already good
enough. In 1980, two articles published by the schol-
ars of the Research Department in Situacion (issues 2
and 7, respectively) wanted to complement the infor-
mation on Spanish macroeconomics with an explo-
ration of the regional financial flows. This informa-
tion was completed in Banco de Bilbao (1982). The
1978 Constitution had established Spain as a state
with ‘autonomous regions’ (a variant of the feder-
al state) and there was a strong debate on the role
of banking in capturing resources in some regions
to invest them in others. The Research Department
wanted to contribute to the debate with quantitative

information that was not available in official statistics
(Garcia-Ruiz, 2003 & 2007)

In the following year La distribucién provincial del
crédito en Espafia was published. The data present-
ed in this book on regional financial flows supported
the idea that ‘the actions of the Spanish core banking
system during the 1970s had not only contributed to
widen existing spatial imbalances but, on the contra-
ry, our results suggest the opposite, since the provinc-
es that have reached a higher level of development
are those that provide financial resources to the rest’
(Rodriguez-Saiz et al., 1981, p. 434). The methodol-
ogy proposed in this book was similar to that of the
Situacion’s articles: to compare the share of each
region in the total volume of deposits with their share
in the total volume of loans, seeking to characterize
the region as one with a surplus or deficit of finan-
cial resources. In both studies, the data came from
the internal sources of the financial institutions that
sponsored them (Banco de Bilbao for the articles and
the Rumasa holding for the book).

Were the results of the two works similar? Not at all.
By 1973, there was only agreement in the sign of four
regions, which rose to six by 1978, but with noticea-
ble differences in the value of the coefficients. In the
case of Madrid, the divergence was extreme: for the
researchers of Banco de Bilbao it was clearly an invest-
ment region, while for the researchers of Rumasa
it was a region that transferred financial resources
in large quantities. Overall, the results of the Banco
de Bilbao team were consistent with other available
evidence. For instance, it was difficult to believe that
traditionally surplus regions like Castile, Extremadu-
ra or Galicia had enjoyed extraordinary investment
behaviour in the 1970s, as was stated in the Rumasa
study. Suspiciously, the conclusions of this book were
in line with what the businessman José M. Ruiz-Mate-
0s, Rumasa’s owner, had been sayingin the press. The
Research Department of Banco de Bilbao, once again,
had proceeded with great objectivity, even when the
results proved that the Basque banks showed pref-
erence for the interests of the Basque Country, which
was not politically correct for a Spanish national bank.
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In 1988, Banco de Bilbao merged with Banco de Viz-
caya to give birth to Banco Bilbao Vizcaya (BBV).
The next step took place in 1999 when BBV merged
with the holding of the public banks, Argentaria, to
create the current BBVA. In November 1996, an econ-
omist with a PhD from the University of Minneso-
ta, Miguel Sebastian, replaced Lerena at the head of
the Research Department. The following year, David
Taguas was appointed deputy head. Both Sebastian
and Taguas ran the department through the turbu-
lent years that, as has been said, led to the creation
of the BBVA, an institution where the leadership of
Francisco Gonzélez, supported by the conserva-
tive Aznar Government, meant the displacement of
the families that had always dominated the Basque
financialinstitutions. Sebastian and Taguas, who had
received support from those families and had a social
democratic political orientation, would soon enter
in conflict with Gonzalez. In 2003, Sebastian would
be replaced by José L. Escriva and soon afterwards
began a political career with the PSOE. When, in 2006,
the Rodriguez Zapatero socialist Government estab-
lished its own Research Department, it was called the
Economic Office of the President, and Sebastian and
Taguas were the key men.

Escriva, a monetary economist trained in the Banco
de Espafia and the European Central Bank, headed
the Research Department between May 2003 and
January 2011, when chairman Gonzalez entrusted
to him the direction of the relationships with gov-
ernments and multilateral agencies (sovereign debt)
and appointed Jorge Sicilia as his successor. Sicil-
ia had been chief economist of the Mexican subsid-
iary Bancomer and now would be chief economist
of BBVA Research (new brand name of the Research
Department). In 2014, Escriva would return to the
Administration, being appointed chairman of the
Independent Authority for Fiscal Responsibility (a
new public institution that had been required in
2012 as a condition for the rescue of the Spanish
financial system with European funds). Sicilia con-
tinues today as head of BBVA Research, enjoying
the full confidence of chairman Gonzalez, a man
with whom he had worked in the past in Argentaria.
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It is hard to imagine that in a Research Department
with this profile there can arise conflicts like that of
2001 that has been outlined above: the support for an
idea of tax reform proposed by the political opposi-
tion provoked the immediate cessation of the head of
Banco Santander’s Research Department (then, still
BSCH), while Miguel Sebastian remained in office two
years more, albeit in a very uncomfortable position.

Sicilia has kept his department out of the Spanish
political arena. BBVA is a global player and, in conse-
quence, BBVA Research should pay special attention
to the globalization process. Thus, BBVA Research
has joined a network of more than 1,000 researchers
from 38 countries known as CESifo, as it arose from
a joint initiative of two German institutions: Ifo and
the Center for Economic Studies at the University
of Munich. A group from CESifo known as EEAG pre-
pares each year a report on the European economies
that, of course, ends with forecasts for the next twelve
months. The presentation to the media of this report
is an act of great importance for BBVA Research.

Other research services in financial
institutions

In the ‘developmental’ years (the 1960s), when the
industrialisation of Spain advanced at top speed,
recovering the time lost in the past, all finan-
cial institutions planned to establish a Research
Department to have their own data and analysis
of the rapidly changing macroeconomic environ-
ment. However, having a Research Department was
expensive and out of the reach of most of the insti-
tutions. It was necessary to spend a lot of money
in material and human resources to form teams
that were able to provide useful information for
internal departments, but also to offer innova-
tive studies to the society that could contribute
to enhancing the image of the institution.

Banco Popular established a Research Department
in 1962, but with little endowment and already
in the following year it was looking for collabora-
tion with Banco Urquijo’s Research Department. In
1967, a new Department of Financial Studies was
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set up, ‘with specialists in financial analysis, whose
main target is to provide to managers, customers,
and institutions requesting this analytical services
and detailed reports on Spanish listed companies’.
This department joined the Groupement Européen
d’Etudes Financieres (GEEF), composed of banks of
several countries for the exchange of information and
the development of studies by branches of the econ-
omy at the European level. At last, Banco Popular
developed a Research Department more typical of an
investment bank than of a commercial bank (Tortel-
la, Ortiz-Villajos & Garcia-Ruiz, 2011).

The limitation of resources that affected Banco Pop-
ular was not present in the case of Banco Espariol
de Crédito (Banesto), the undisputable leader of the
Spanish private banks during thirty years (1949-1977),
which never had a true Research Department, but a
Gabinete Técnico (Technical Cabinet) between 1965
and 1993, oriented exclusively to producing the Anu-
ario del Mercado Espariol, a yearbook that is extremely
useful for marketing studies. The initiative came from
José M. Fontana-Tarrats (1911-1984), a man linked
to the Catalan textile bourgeoisie who in the 1930s
joined the Falangists, with whom he fought in the Civil
War. Then, between 1943 and 1954, Fontana-Tarrats
accepted positions in the New State, but from 1955
onwards he devoted himself entirely to his work as
secretary of the Chamber of Commerce of Madrid and
the Spanish Antitrust Court. Fontana-Tarrats was a
‘Catalan of Franco’ (Thomas, 1997), which earned him
quite a few enemies in Catalonia, but the truth is that
he deserves recognition for his effort to publish the
first Atlas commercial de Esparia (1963) and two pio-
neering works on the importance of ‘commercial cul-
ture’: Defensa y critica del comercio (1965) and Comer-
cio y distribucion (1965).

Problems of mismanagement led Banesto to it
being taken over in 1993 by the Banco de Espafia,
which marked the end of the Anuario del Mercado
Espariol. However, the project was continued by the
Lawrence R. Klein Institute, affiliated to the Auton-
omous University of Madrid, with the sponsorship
of La Caixa. Thus, in 1997 the Anuario Comercial de

Espafia saw the light. Both yearbooks offered com-
prehensive information on municipalities, prov-
inces and regions of Spain. It should be noted that
the institute of the Autonomous University took
the name of Klein as a tribute to the Nobel Prize
economist of the same name who had popular-
ized the predictive macroeconomic models, which
have become very characteristic of the Research
Departments in recent times. Since 2001, the year-
book was named Anuario Econémico de Esparia,
the flagship publication of La Caixa Research.

The case of La Caixa, always leader among the Span-
ish savings banks, is singular because the rest of
these institutions confided their economic research
activities to the Fundacion de las Cajas de Ahorros
(FUNCAS), as a kind of collective research depart-
ment. FUNCAS emerged in 1979 within the Confed-
eracion Espariola de Cajas de Ahorros (CECA), the
employers’ association of the savings banks, when
these institutions began to compete openly with
private banks and to spread beyond their region
of origin. The great Spanish economist Enrique
Fuentes-Quintana gave FUNCAS a big boost and
today the ‘FUNCAS Panel’ collects the forecasts of
19 research departments that, following Klein, have
turned the economy into a science oriented to make
predictions on the short- and medium-term. A revi-
sion of the Panel found strong differences in predic-
tions that are never explained satisfactorily. If we
want to go further, we can consult Diana, a publica-
tion of the business school ESADE that contrasts the
forecasts with the real data for 24 national and inter-
national institutions (Annex Il), to conclude that the
error margins are very large. An example: the Span-
ish Research Departments were completely unable to
foresee the Great Recession (Annex IIl).

Conclusion

The first Spanish Research Department was cre-
ated by the Banco de Espafa in 1930, following
the model of the Banque de France. The chief
economists were Olegario Fernandez-Bafios and
German Bernacer, who had done doctoral stud-
ies abroad. The department proved its usefulness
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providing new statistics (the first Spanish bal-
ance of payments) and analysis of true interest
to understand the impact of the Great Depression
on the Spanish economy. Then, during the Civil
War, José Larraz studied in the department the
formula to restore the monetary union that had
been broken in wartime, which was applied by
him when he was appointed Minister of Finance
in 1939. Neither Larraz nor the heads of the
department Joan Sarda (1956-1965) and Luis A.
Rojo (1971-1988) were in line with General Fran-
co’s authoritarian beliefs, but university studies
of Economy were very recent in Spain (they had
begun in 1944) and there were not many alterna-
tive candidates available.

Following in the footsteps of the Banco de Espafia,
the Banco Urquijo in 1945 and Banco Central and
Banco de Bilbao in 1954 were the first to create
their own Research Departments. The Urqui-
jo department worked in a collective way, but it
was always favourable to pre-war liberalism, so it
confronted Franco’s interventionist orientations.
In contrast, the Research Department of Banco
Central had a clear leader, Jesus Prados-Arrarte,
a social democratic economist who admired the
work of Raul Prebisch at the ECLAC. Unjustly,
Prados-Arrarte is remembered as an immoder-
ate defender of the big banks, simply because he
opposed their nationalization in the debate stirred
up in the 1960s by Falangists and communists that
pushed together in this direction. In the case of the
Bilbao, the Research Department received a boost
from José A. Sanchez-Asiain, a man who, like Luis
A. Rojo at the Banco de Espafia, moved upwards
from the head of the department to the chair-
manship, which gives us an idea of the impor-
tance granted to Research Departments in the
second half of the twentieth century. Among the
private ones, the Research Department of Banco
de Bilbao was outstanding because of its long last-
ing contributions to the regional economic history
of Spain due to the hard work of economists such
as Julio Alcaide or Roberto Alvarez-Llano (see for
instance Alcaide, 2003 or Alvarez-Llano, 1986).

eabh Prague archival workshop

Interestingly, the top leaders of the Spanish pri-
vate banks, Hispano and Banesto in the twentieth
century and Santander in the twenty-first centu-
ry, did not boast a powerful Research Department.
But this conundrum has an explanation. Hispano
relied on the Research Department of Urquijo, to
which it was attached by an agreement from 1944
(Pacto de las Jarillas), while Banesto was not really
absent because it was able to promote the pub-
lication, between 1965 and 1993, of a yearbook
of extraordinary interest for marketing studies,
the Anuario del Mercado Espariol. In its cascade
of takeovers, Santander inherited the Research
Department of Banco Central Hispano, but, after
a conflict in 2001 with Rodrigo Rato, the vice
president in charge of the economic issues in the
conservative Government of José M. Aznar, the
department was dismantled and transformed
into an office for internal use, reducing its external
role mainly to launch forecasts about the evolu-
tion of the macro data. That conflict was also suf-
fered by BBVA (born from an initiative of Sdnchez-
Asiain, who was the first to search for the creation
of mega-banks in Spain), but after a period of
instability the Research Department seems to be
regaining vigour nowadays.

The conundrum of Banco Santander found its expla-
nation in the idiosyncrasy of the institution. Emilio
Botin Il (1950-1986) always backed the medium-size
banks, but his son, Emilio Botin Ill (1986-2014),
thought the opposite and managed to create the
current mega-bank Santander. Because of its size,
the Botin Il institution did not really need its own
Research Department; then, the Botin Ill epoch was
characterized by the replacement of the macroeco-
nomic approach by the microeconomic one, which
was also the most suitable for the typical small loans
of the new Santander. His daughter, Ana P. Botin,
created an efficient Department of Risks in Banesto,
which she presided over when it fell under Santand-
er’s control, to the point that in 2008 its Internal
Rating Based (IRB) model of credit risk was adopt-
ed by the Santander Group. The main contribution
in this field was due to José M. Nus, a manager very
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close to Ana P. Botin in her successive chairmanships
(Banesto, Santander UK, Santander) (Garcia-Ruiz,
2013). However, Santander is going to face increasing
difficulties to be a global bank if it does not pay more
attention to Macroeconomics, and here the Research
Departments are crucial.

Other financial institutions such as savings banks
and insurance companies have been characterized
by their specialization and their small size, and when
they felt the need for Research Departments they
looked for a cooperative solution: FUNCAS (1979)
for the savings banks and ICEA (1965) for the insur-
ance companies. However, the largest institutions,
such as La Caixa and Mapfre, soon realized that they
should have their own Research Departments and

today they are making them stronger. Recently, in
2013, Mutua Madrilefia, an insurance company that
wants to contest Mapfre’s leadership, has created a
new Research Department, with the economist Con-
rado Espi at the head. It seems that after the failure of
the extreme microeconomic approaches, of neolib-
eral inspiration, eyes are turning to Macroeconomics
(and to Keynes) with the aim of not losing sight of the
horizon and keeping a complex view of things, and
here the Research Departments are destined to have
a great future. This move coincides with the creation
of true historical archives and libraries where the rich
statistical and analytical materials produced by the
Research Departments in the past can be preserved.
This is good for the scholars, good for society and
good for the financial institutions.

Table 1 - The Most Significant Financial Institutions in Spain, 1920s-1975
(% Deposits in their sector) and 2012 (% total assets)

Private banks (groups) Savings banks Al
1922 | 1934 1947 1975 1928 | 1940 1955 | 1975 2012
Banesto 7.0 172 | 212 | 142 | LaCaixa 17.7 | 257 | 281 | 148 | Santander | 19.0
Central 7.0 9.4 14.9 13.2 | Madrid 53 36 32 6.8 BBVA 15.0
Hispano 216 | 232 | 285 12.8 | Barcelona 12.1 9.5 10.1 54 | LaCaixa 12.0
Bilbao 12.0 12.1 9.6 9.8 | Zaragoza 2.9 4.6 6.0 54 | Bankia 12.0
Vizcaya 7.0 8.9 8.4 6.9 | Valencia 5.7 49 4.0 45 | Sabadell 6.0
Santander 25 6.0 | Bilbao 10.5 6.0 3.7 2.8 | Popular 6.0
Popular 2.0 43 | Guipuzcoa 7.1 5.6 4.0 2.8 | Libercaja 42

Sources: Tortella & Garcia-Ruiz (2013), p. 221.
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Table 2 - Institutions included in DIANA ESADE (2015)

AFI CEPREDE Intermoney
(Autonomous University of Madrid)
Banco de Espafia ESADE La Caixa
Bankia European Commission OECD
BBVA FUNCAS Repsol
Catalunya Caixa Flores-de-Lemus Institute Santander
(Charles Ill University)
CEEM (King Juan Carlos University) ICAE (Complutense University) Solchaga Recio & Associated
CEMEX IEE Spanish Government
CEOE IMF The Economist

Source: ESADE (2015).
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Chapter 4

FRASER: economic data and information preservation project at the Federal

Reserve Bank of St. Louis

Katrina Stierholz®®

FRASER® (Federal Reserve Archival System for
Economic Research) at https://fraser.stlouisfed.
org is a digital library and archive of economic,
financial, and banking materials documenting
the Federal Reserve and U.S. economic and mone-
tary history. The Federal Reserve Bank of St. Louis
developed FRASER primarily to serve economic
researchers, but also educators, historians, and
scholars from other disciplines. FRASER contains
materials from a variety of sources—archives, gov-
ernment records, government publications, data
publications, Federal Reserve Bank publications,
and other Reserve Bank content (such as Bank
presidents’ speeches). Major economic data pub-
lications from the U.S. federal government are
included in FRASER, as are lightly held Federal
Reserve materials such as speeches of policymak-
ers, statistical releases, and archival material from
the Board of Governors. FRASER also offers a large
and growing collection of unpublished archival
materials.

Background

The Federal Reserve Bank of St. Louis created
FRASER in 2004 when it began digitizing historical
economic statistical publications produced by the
U.S. government and the Federal Reserve System.
The initial focus was to capture the many ‘vintag-
es’ of economic data that have informed policy-
making over time. The data come from statistical

68 Federal Reserve Bank of St. Louis, P.O. Box 442, St Louis MO 63166,
U.S.A, email: Stierholz@stls.frb.org. The author thanks Pamela Camp-
bell, Genevieve Podleski, and David Wheelock for their comments.
The views expressed are mine, and do not necessarily reflect official
positions of the Federal Reserve Bank of St. Louis, the Federal Reserve
System, or the Board of Governors.

publications such as the Survey of Current Busi-
ness, Banking and Monetary Statistics, and the
most well-known statistical releases of the Fed’s
Board of Governors. FRASER expanded with the
addition of monetary policy documents, including
archival materials from the precursors to the Fed-
eral Open Market Committee (Open Market Invest-
ment Committee and the Open Market Policy Con-
ference), materials from the Federal Open Market
Committee, minutes from the Board of Governors
(a separate entity from the FOMC), speeches of
FOMC participants (Board governors and Reserve
Bank presidents), Reserve Bank publications, and
congressional hearings related to monetary and
economic policy. Through partnerships with other
Federal Reserve Banks, FRASER has given the
public access to historical Federal Reserve data,
publications, and other communications that pre-
viously were not widely available.

FRASER contains three major types of materials:
(1) economic data, policy, and analysis produced
by the U.S. federal government, (2) publications
and other materials produced by the Federal
Reserve System, and (3) significant relevant archi-
val materials from a variety of monetary and eco-
nomic policymakers and institutions across the
United States - both personal papers and govern-
ment records.
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Materials from the Federal Government
Economic data publications produced by the U.S.
federal government are distributed through the Fed-
eral Depository Library Program.*®® For example, the
Bureau of Labor Statistics’ (BLS) Employment and
Earnings and the Bureau of Economic Analysis’ (BEA)
Survey of Current Business have been printed and rel-
atively well-distributed to and maintained by depos-
itory libraries. The preservation of this content has
been relatively smooth, although these agencies
themselves have not engaged in mass digitization.
The economic data publications originally produced
by the federal government are, indeed, relatively easy
to find in academic libraries; so, although FRASER
provides easy digital access to them, they are already
widely available.

FRASER containsthemajoreconomicstatistical pub-
lications produced by the U.S. federal government—
such as the Survey of Current Business, Retail Prices,
Economic Report of the President, the Budget of the
United States, and the Annual Report of the Comp-
troller of the Currency. As noted above, these U.S.
government publications are held by nearly all aca-
demic libraries.

Materials from the Federal

Reserve System

Publications and data

The Federal Reserve is not wholly part of the gov-
ernment and hence is separate from their publica-
tion and distribution process. The Board of Gover-
nors is a federal agency. The 12 Banks are private
corporations, each responsible for a geographic
‘district’; each Bank president participates in the
decision-making of the Federal Open Market Com-
mittee, along with the Board governors.

Federal Reserve materials are somewhat more
difficult to locate in libraries than government

69 The FDLP has existed for over 100 years. The program provides free
government publications to libraries across the country and requires,
inturn, that libraries not discard material until five years have passed,
at which time the materials must be offered to other libraries before
discarding them. Individual states have similar programs, as does the
United Nations.
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publications. As an independent agency, the Federal
Reserve is exempt from the law requiring U.S. feder-
al agencies to participate in the Federal Depository
Library Program; and neither the Board of Governors
nor the Reserve Banks have participated. Federal
Reserve materials were instead distributed by mail
to anyone who made the request, but they were not
part of the standard government distribution pro-
gram. The collection and availability of these mate-
rials in libraries is less comprehensive, and FRASER
provides access to many of them.

The Board of Governors and the Federal Reserve
Banks all have separate distribution channels for
their own publications. The Board’s Federal Reserve
Bulletin (a monthly publication with policy pro-
nouncements, legal updates, and data) was widely
distributed to libraries and can easily be located by
users. It is also available on FRASER.” Other publica-
tions of the Board of Governors include the Annual
Reports, Banking and Monetary Statistics, and All
Bank Statistics. These were widely distributed and
well-known in the economic community, and all are
available in FRASER.

FRASER includes studies conducted by the Board on
various matters relating to central bank operations:
open market operations, discount window lending,
bank management, postwar economic studies, and
banking studies. Many of these publications were not
distributed to libraries and so are only now available
to researchers outside the Federal Reserve System.

Other statistical releases of the Board of Governors
were also not widely distributed. They are held in a
few libraries and not well known or widely collect-
ed. FRASER now contains a large (but not entirely
comprehensive) collection of Federal Reserve Board
statistical releases (web reference: https://fraser.
stlouisfed.org/series/?id=1487). As part of a digiti-
zation project for the Fed’s centennial, the Board
made a concerted effort to digitize as many of

70 The Board also is responsible for the release of information pertaining to
the Federal Open Market Committee and statistical releases of economic
data. Those documents are discussed below.
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the statistical releases as were available in the
Federal Reserve libraries and archives. The Board
provided the digitized statistical releases to the
FRASER team to post on FRASER.™ Over 90% of
the statistical releases were available for digitiza-
tion, all of which have been scanned and posted.
The Board’s statistical releases were published in
print form, but they were not widely available to
researchers until their posting on FRASER.™

There are some series that were published very
briefly—perhaps only a few years—before being
discontinued. Others have been published for the
entire history of the Federal Reserve. A guide to the
history of statistical releases, published by Sian
Seldin at the Board of Governors, is included in
FRASER (Seldin, Sian, 2011). This guide is an invalu-
able resource for following the changes in statistical
releases over time and understanding the relevant
relationships among them. In addition, although
Seldin’s (2011) history was considered complete
when it was published, the centennial digitization
project brought to light early releases that appear
to have either been incorporated into other releas-
es or existed just for a few years.

In addition to the Board’s publications, the Federal
Reserve Banks also self-published data and other
information in various reports and had their own
distribution channels that were built and main-
tained locally. Few large academic libraries hold a
comprehensive collection of the Federal Reserve

71 Unfortunately, some releases were microfilmed as part of an earli-
er preservation project and the quality of the microfilm in some cas-
es was poor. After microfilming, many paper copies were discarded.
In other cases, the quality of the digitized copy reflected the normal
wear and tear over time on the paper issues. So, the quality of the dig-
itized copies is not ideal; a greater concern is that not all issues and
not all titles have been found.

72 Forinstance, Park and Richardson pull together a statistical history of retail
trade from 1919-1939, using data published in the Federal Reserve Bul-
letin (1919-1939), and data prepared for a statistical release (1930-1939)
that was not widely distributed (they found a copy in the Board’s library).
This series gives economists and other researchers more information on
consumption during the Great Depression. With the addition of statisti-
calreleases on FRASER, series that were formerly only available in hard
copy inthe Board’s library are now also on FRASER. http://www.nber.org/
papers/w16617.pdf

Bank publications; the earliest publications are
especially difficult to find. While the most popular
Bank publications (the economic reviews) are dis-
tributed sufficiently well for researchers to locate,
many of the Banks have released local economic
data publications that are much less widely held.

Another piece of Federal Reserve history is the
requirement for Reserve Banks to submit ‘regular
reports’ to the Board of Governors. This require-
ment is part of the Federal Reserve Act and still in
effect—section 4, subsection 20. The information
from these reports was summarized and published
in the Federal Reserve Bulletin. The full reports were
then also published by each District and became
the basis for monthly reports on District busi-
ness conditions.” These monthly reports grew to
become the Reserve Banks’ economic reviews.
For instance, the Federal Reserve Bank of St. Louis
began publishing a Monthly Report on Conditions in
District No. 8 in 1917. The initial issues contained
accounts of economic activity (e.g., from the March
1917 issue: ‘The January fur sale in St. Louis was
approximately three times the January 1916 sale,
while prices realized averaged approximately ten
percent above those a year ago’) but no data tables.
By 1920, the St. Louis Fed was beginning to pub-
lish data—some from other sources (e.g., St. Louis
National Stockyards, Mercantile Exchange) but also
data from reports of member banks.”™ The reports
of the different Districts varied in terms of content,
which makes them less useful for comparing eco-
nomic conditions across Districts. However, they
offer insights about local economic conditions and
concerns at the time.

73 Forasummary of how the publication of these reports began and
their transition to District publications, see the January 1919 issue
of the Federal Reserve Bulletin, https://fraser.stlouisfed.org/scrib-
d/?item_id=20585&filepath=%2Fdocs%2Fpublications%2FFR-
B%2F1910s%2Ffrb_011919.pdf&start_page=13

74 Foran early version, see the January 1920 issue at: https://fraser.
stlouisfed.org/scribd/?item_id=23859&(filepath=/docs/publications/
frbslreview/rev_stls_19200126.pdf#scribd-open
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Policy-related content

FRASER also contains policy-related content
that complements a multitude of economic data
series. Most of this is (i) material from the Feder-
al Open Market Committee (and its predecessors),
(ii) speeches and testimony of FOMC participants,
and (iii) minutes of the Board of Governors.

FRASER includes all of the minutes, transcripts, and
accompanying material for Federal Open Market
Committee meetings. These FOMC meetings are
the major events for U.S. monetary policy-making.
At each FOMC meeting, each Federal Reserve Bank
president and Federal Reserve governor partici-
pates; a rotating subset of presidents vote, along
with all governors. The minutes for these FOMC
meetings represent monetary policy discussions
and decisions at particular moments in time and
provide context for the economic conditions at
the time.

The presidents of the Federal Reserve Banks give
speeches describing the current economic situation
and their view of the policy options in front of the
FOMC. Their positions and perspectives are differ-
ent from those of Federal Reserve Board governors.
Reserve Bank presidents are more closely connect-
ed with regions of the United States and less tied
to Board policy, which frees them to offer a broader
range of policy choices based on the current eco-
nomic situations they observe and also offer policy
options that reflect their independent views and
the research of their staff economists. For both the
Banks and the Board, the earliest speeches were
distributed as press releases and held by the librar-
ies within the Federal Reserve System; otherwise,
before FRASER, these speeches were not availa-
ble to researchers outside the Fed. These speeches
represent important information in the life-cycle of
policy. In the library world, we often refer to these
types of publications as ‘grey literature’
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Speeches and testimony of FOMC participants
include early policy proposals and prescriptions.”™
In addition, FOMC documents include the partici-
pants’ discussion of policy choices. Congression-
al hearings, including confirmation hearings, also
provide insight into the policy perspectives of the
most influential Federal Reserve officials.”® With
these materials easily available through FRASER,
users can view the policy process, the economic
landscape, and policy results across decades. One
could view the policy discussion as beginning with
a proposal or idea that is suggested in a speech,
then discussed at an FOMC meeting, and eventually
acted on (resulting in a policy decision at an FOMC
meeting). The results of the policy action may then
be revealed through the economic data. This pro-
cess occurs continually in the Federal Reserve and
among all participants in the FOMC. FRASER organ-
izes and provides access to this material for histori-
cal research into monetary policy.

Finally, the minutes of the meetings of the Board of
Governors (1914-1951) are also on FRASER. Like the
other materials, these can be searched by keyword
and browsed by date. Because the Board of Gover-
nors meets almost daily, the minutes offer immedi-
ate reactions and discussions of policy options by
the governors of the Board to crisis situations. The
minutes were deposited at the National Archives
(standard records practice in the U.S. federal gov-
ernment) and were scanned as part of a project to
capture some of the vast Federal Reserve record
material held at National Archives and Records
Administration, part of Record Group 82.”” FRASER

75 See McGregor and Young, ‘Federal Reserve Bank Presidents
as Public Intellectuals, History of Political Economy, 2013 doi:
10.1215/00182702-2310989.

76 See Romer & Romer for a discussion of how ‘the best predictor of
the beliefs previous chairmen held while in office are their prior writ-
ings, speeches, and confirmation hearings’ at http://www.nber.org/
papers/w10161

77 Gary Richardson has described the documents in Record Group 82
and provided an overview of working on records in the National
Archives in ‘Archive Survey: Records of the Federal Reserve Board of
Governors in Record Group 82 at the National Archives of the United
States’ Financial History Review 13.1 (2006), pp.123-134.
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will soon contain the minutes of the Board of Gov-
ernors through 1962.

Archival data and papers

FRASER contains the archival collection ‘Records of
the Federal Reserve System, Record Group 82." All of
the data in these archival collections are from digi-
tized historical documents: They have been digitized
and processed through optical character recognition
(OCR) software; which means the computer-reada-
ble text (mostly typewritten) is available for search-
ing. But there are some caveats: It would be an enor-
mous undertaking to review all the data and correct
all errors, so this has not been done. Users may use
FRASER to search the collection, but there are imper-
fections in the underlying text. Our overriding goal is
to provide access to the data in useful ways, within
our resource constraints. For instance, these archi-
val documents include the material collected during
the Bank Holiday of 1933. These records include data,
commentary, letters, and other information about
the Bank Holiday. The Finding Aid to Record Group
82 has been annotated by FRASER librarian Pamela
Campbell and contains links to the RG82 materials on
FRASER or elsewhere on the internet.

In addition to the Record Group 82, FRASER also con-
tains a massive collection of call reports - individu-
al bank balance sheets - from 1916 to 1959. Users
will encounter obstacles to their use: many are hand
written, with notes in the margin, and the volume of
these reports has made compilation a time-consum-
ing task. Nevertheless, these balance sheets reveal
the financial condition of individual banks across
the country and so reflect economic conditions
both locally and nationally. And, through their digi-
tization, they are available to a broad audience for a
variety of uses.

The digitized personal papers of former Federal
Reserve chairmen also represent significant archi-
val collections in FRASER: for example, the papers
of Marriner Eccles (the chairman responsible for the
modern Federal Reserve) and the papers of William
McChesney Martin, Jr (the chairman who engineered

the Treasury-Fed Accord and then oversaw the Fed
from 1951 to 1970). Recently, the Eccles papers were
used to document the issues debated during the
drafting of the Banking Act of 1935.

As with physical archives, digitized archives require a
significant amount of background knowledge from
the researcher—the material is often drafts of policy,
or correspondence between parties who know the
details of the policy proposals. Users who do not have
this background may find the lack of context daunt-
ing. For knowledgeable researchers, however, archi-
val materials offer new information on the important
economic events of the nation.

FRASER goal: increasing access

FRASER documents the life cycle of econom-
ic policy—particularly Federal Reserve monetary
policy. Documents that illustrate Federal Reserve
policymaking have historically been difficult to
access. In the past twenty years, however, the Feder-
al Reserve has become much more transparent and
attentive to the need for improving access. FRASER
increases transparency and provides a logical single
source for this information by collecting, digitizing,
and providing free access to a wide variety of mate-
rials that document the monetary policy discussions
and the economic data that represent the enact-
ment of that policy.

These materials include economic data, minutes
from Federal Reserve policy meetings (FOMC,
Board of Governors, Federal Reserve Advisory
Council), papers of prominent Federal Reserve
officials (Eccles, Riefler, Martin, Strong), papers
from specific Federal Reserve policy chang-
es (Treasury-Federal Reserve Accord archival
materials), archival documents from the Fed-
eral Reserve Organization Committee (which
determined Federal Reserve District borders and
the cities where Reserve Bank would be locat-
ed), research publications of individual Reserve

78 See Conti-Brown, Brookings Working Paper #10, March 2015, page 11,
https://www.law.stanford.edu/sites/default/files/publication/874541/
doc/slspublic/Conti-Brown-fed_banks_21st_century.pdf)
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Banks, and speeches of Federal Open Market
Committee participants.

Each type of document provides a different piece
of information; collectively they provide a nearly
complete picture of the policy process. Indi-
vidually (or even in logical groups), they would
normally be found on separate and very differ-
ent websites or in very different physical loca-
tions. The work behind FRASER has been to bring
together these disparate types of materials to
offer researchers something close to a ‘one stop
shop’ for researching economic data and policy
history. FRASER is not yet comprehensive, but
FRASER librarians are continuously adding mate-
rials as resources allow.

To increase access, FRASER librarians have done
several things: We have added the title-level
metadata for FRASER documents to the Digi-
tal Public Library of America. The DPLA is a col-
lective effort among libraries across the United
States to provide a catalog of the materials dig-
itized by all the libraries and other related insti-
tutions in the United States. It provides a uni-
versal access point to digitized materials. The
Federal Reserve and the Reserve Banks are
an important part of the nation’s history, and
FRASER has ensured the general public has
access to relevant materials. In addition, the
policy materials contributed by and represent-
ative of the Federal Reserve—the speeches of
the Bank Presidents and the historical Federal
Reserve Review publications—are being added
to Fed in Print. In turn, this adds them to the
RePEc (Research Papers in Economics) data-
base, providing access and an awareness of
their availability to scholars. RePEc also popu-
lates Google Scholar, which likely adds a new
awareness of these resources. It is unlikely that
the general public will use the materials in the
same way as economic historians, but broad
access remains an important goal for FRASER.
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Searching unique collections allows researchers
to narrow their work to a sub-section of materi-
als, and FRASER offers users the ability to search
the full text of the FOMC documents as a group.
Thus, users can search for terms such as ‘stagfla-
tion’ or ‘price stability’ or ‘depression’ and sort
by date or relevance.

Finally, as part of FRASER’s service to the public,
we answer questions about the collection and
about related materials. We have a small group
of reference librarians who are subject specialists
and can provide users with information or refer-
ences to other available resources.

Technical and other considerations

To increase our ability to reach our audiences and
clarify our commitment to public access and trans-
parency, over the past two years FRASER has under-
gone a complete metadata overhaul. The metadata
overhaul was designed with two purposes in mind:
(1) to increase the usability of the website through
better organization, categorization, and linking of
documents and (2) to provide an OAl-compliant site
so that FRASER could be represented in the Digital
Public Library of America (and any other future site
that requires OAl compliance).

While the audience using DPLA is not likely to be a
significant source of referrals for FRASER, it sends
an important signal to the general public that
materials by and about the Federal Reserve, eco-
nomic history, and the policies that affect nearly
all Americans are being made available to as wide
an audience as possible. In fact, FRASER staff is
continually considering ways to highlight materi-
als that might be of interest to different audiences.
Our goal is to make important economic data and
monetary policy material available to the broad-
est audience possible.
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Appendix: Unpublished or lightly
published data on FRASER

FOMC materials:

« Green books

« Blue books

« Red books

Records of the Federal Reserve System,

Record Group 82:

« Banking Holiday data, Box 2164-2165
(Central Subject File>Member Banks
1916-1954>Banking Holiday)

+ Reserve Bank Organization Committee data

« Open Market Policy Conference and Open Market
Investment Committee (pre-FOMC)

« Statistical data collected for the committees’ work
(e.g., Box 2764, Folder 1 and Box 2765, Folder 5)

« Coming soon: the records at NARA of the Central
Subject Files

Statistical releases from the Board of Governors:

« 105 titles, over 45,000 issues (FRASER currently
hold 95 titles)

+ News releases (vintage data) from U.S. gov’t
agencies

» Employment Situation Report

Federal Reserve Bank of New York

Circulars:

« Communication of information, policies, and
procedures to member banks

Callreports:

« Board of Governor’s collection of balance sheets for
individual banks, 1916-1959

« State Bank Call Reports for Texas, 1929-1933

Marriner S. Eccles papers:

+ Box 28, Folder 6, Item 9, Mortgage Data by State

« Box 73, Folder 9, Item 1 Sample study of records of
suspended banks
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South-Eastern European monetary and economic statistics from the 19th century
to World War Il: a first look at the new historic database. What do we learn?”®

Brindusa Costache®
Kalina Dimitrova®
Sophia Lazaretou®?

Introduction

In European monetary affairs, 2015 started with some
good news, namely Lithuania’s accession to the euro
area. This event in itself is a positive message for the
monetary future of Europe, especially at a time when
economies at the ‘core;, after six years of crisis in the
euro area, are now faced with a challenge of secular
stagnation, while the economies at the ‘periphery’ are
still suffering from high debt ratios, very low employ-
ment rates, unprecedented high unemployment and
prolonged recessions. The recent adoption of the euro
by a peripheral emerging economy of the EU is indica-
tive of the EU periphery’s intention to follow European
monetary developments and become members of an
economic club of powerful nations.

79 We would like to thank all colleagues from both the national central
banks and the academic institutions that contributed to this project.
Special thanks are due to the scholars who patiently worked with the
members of the network for more than seven years and provided firm
support and suggestions. Special thanks are due to Roumen Avramov,
Victor Axenciuc, Dragana Gnjatovic, Damir Jelic, lvo Maes, Peter Moos-
lechner, Matthias Morys, Nikolay Nenovsky, Martin Pontzen and Loreda-
na Ureche-Rangau. We would also like to thank participants in the eabh
workshop ‘New Scholars in Financial History’, Brussels, 9-10 March 2015,
the eabh workshop ‘Inflation, Output and Money’, Prague, 14 May 2015,
as well as participants in several national seminars and workshops in
which the database was presented by the national working groups. Last
but not least, we would like to thank Vassilis Belekoukias who patient-

ly read the manuscript and made editorial comments. An earlier ver-
sion has appeared in eabh Papers, 2015, July 15-02. The views expressed
herein are strictly those of the authors and do not necessarily reflect the
views of the contributing national central banks and the Eurosystem. We
alone are responsible for any errors or omissions.

National Bank of Romania, Secretariat Department, Archive Division,
email to: brandusa.costache@bnro.ro

Bulgarian National Bank, BNB Monetary History Programme, email to:
dimitrova.ka@gmail.com

82 Bank of Greece, Economic Analysis and Research Department, Special

Studies Division, email to: slazaretou@bankofgreece.gr

8

S

8.

=

The publication, for the first time, of a complete and
comparable historical statistical database on key eco-
nomic and monetary variables for the South-East-
ern European (SEE) countries over a long time span
reveals that this intention was a continuing concern
of national economic policy-makers. In fact, histori-
cal narratives and quantitative data suggest that the
thread running through the national stories was more
or less common. It was characterised by repeated epi-
sodes of monetary and banking instability and their
continuous efforts to join at some point the interna-
tional monetary system. The benefit they hoped to
reap from this was cheap foreign borrowing to finance
their development process. Yet, narratives and data
series show that the risks of their effort to import
policy credibility through hard currency pegs were
equally high, particularly in those cases where the
country could not develop sound fiscal and monetary
institutions. Hence, stability often became elusive.

Good policy-making should be grounded on good
data. To this end, the Data Collection Task Force of
the South-East European Monetary History Network
(DCTF SEEMHN) works, since 2006, towards estab-
lishing a SEE macro history database of 19th and
20th century statistics. This paper introduces the
network and its first result, a new statistics publica-
tion entitled South-Eastern European Monetary and
Economic Statistics from the Nineteenth Century to
WWIL. It contains a newly compiled, built and harmo-
nised dataset of long-run monetary and macroeco-
nomic time series for the SEE countries. To the best
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of our knowledge, this is the first attempt to compile,
build and publish a complete historic set of hard data
for less known countries such as those from SEE. We
look forward to this joint venture being emulated by
others around the world.

The new historic dataset removes several quantita-
tive handicaps faced so far by researchers and brings,
forthefirsttime ever, SEE monetary history and policy
atthe forefront. Whilst authors have so far focused on
individual countries during specific periods only, the
SEEMHN DCTF provides comparable, long-run mon-
etary and financial data for eight SEE countries over
two centuries. Its construction required an enormous
amount of archival work and huge efforts to coordi-
nate the different research teams. The outcome is
a large, original and carefully constructed dataset,
which is available online.® Until now, only few par-
tial aggregate series existed and had previously been
made public. Having more empirical evidence on this
region should be very useful, since most of the liter-
ature in economic and financial history has focused
on countries at the ‘core’ of the international finan-
cial system.

The new dataset would allow current and future gen-
erations of economic historians to provide a compre-
hensive assessment of SEE monetary and financial
history. Key questions should be: what do we learn
from the new statistical series about SEE monetary
and financial history and policy, and the financial
history of the European periphery in general? In what
ways does the new historic dataset confirm or contra-
dictthe arguments made so farin the historiography?

The aim of the paper is threefold. First, we discuss
the techniques and technology followed in the data
compilation and building process. We emphasise the
need for a thorough analysis of the available data
sources from archives and libraries in order to select
the variables presented. Second, we enhance its dis-
semination to the broader research community by

83 Free access is available on the websites of: Bank of Greece, Bank of
Albania, Bulgarian National Bank, National Bank of Romania, Nation-
al Bank of Serbia and Oesterreichische Nationalbank.

informing researchers on how they can have access
to the data. Third, we briefly present the new statis-
tical database and summarise some of the project’s
original historical findings.

The rest of the paper is organised as follows. Section
2 gives an overview of the data volume and the pro-
cess of constructing a database on economic and
monetary history. We try to contextualise this work
within relevant historiography. Section 3 describes
in depth the sources used, both primary and second-
ary, and their influence on the choice of the varia-
bles. Section 4 addresses some key methodological
issues faced in the data collection process such as the
building of new variables; definitions of concepts and
ensuring comparability; as well as logistical problems
regarding the coordination of the national working
groups. Section 5 presents the database. In particu-
lar, it presents the groups of select variables, stress-
ing the need for a thorough analysis and a detailed
explanation of the definitions applied. Further, it pro-
vides basic summary and descriptive statistics in the
form of graphs derived from the dataset and presents
some of the project’s main historical interpretations
and conclusions. Section 6 concludes.

Economic history, policy and data
Quantification in economic history

In our days, there is still a lively methodological
debate on quantification in economic history as part
of the broader debate on the quantitative turn in
history (see Cherrier 2015). During the last two dec-
ades there has been a substantial increase in the
number of papers, either working or available pub-
licly, which use quantitative data and econometric
techniques to study patterns across countries, time
and institutions. The development of new databas-
es and systematic training in a more sophisticated
economic analysis prompted a quantitative turn in
economic history. In their survey of quantitative his-
tory of economics, Backhouse, Middleton and Tribe
(1997) argue that quantitative work is used to answer
questions on the development of economic theory;
to relate economists to historians and policy-makers;
to address reciprocal influence between economics
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and other sciences; to understand the differences
between the US economy and the European econo-
mies; and to point to puzzles and try to explain them.

Advances in economic history have been achieved by
deriving quantitative evidence from qualitative evi-
dence (see Carus and Ogilvie 2009). Thanks to the dis-
semination power of statistical evidence, charts and
figures, the establishment of multinational research
networks and the development of new historical data
series, researchers are now able to visualise historical
data and uncover robust patterns with the ultimate
goal of better describing a past society. This, in turn,
helps economists and policy-makers to have a better
insight on key economic issues such as sustained
development and growth, long-run monetary and
financial stability, income equality, efficient econom-
ic structure and good performance.

The SEEMHN

Against this background, the SEEMHN was estab-
lished with the primary goal of building a new SEE
historical database. SEE economic and monetary his-
tory is more or less terra incognita. Up to now, most
of the available literature on economic history deals
with the advanced countries of Western Europe and
the USA. In all international empirical studies, SEE is
systematically neglected or included only occasion-
ally and sporadically in their cross-country samples.
There is not much more on this topic in the nation-
al literature either. National studies mostly concern
anniversary editions, chronologies and chronicles,
and biographies. Therefore, the historical study of the
monetary policy pursued by SEE countries was not
systematic. A key drawback was the lack of reliable
data. Consequently, economic policy implications
are largely based on the ‘core’ countries’ experience
since we know very little about the monetary past of
the ‘periphery’.

However, as the current economic crisis has revealed,
the European ‘core’ and ‘periphery’ are being affect-
ed differently as their economic structure and man-
agement are quite different. The real economy was
hit harder in SEE countries compared to Central and
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Northern Europe. This confirms the need for a sys-
tematic study of the economic and monetary experi-
ence of the countries at the ‘periphery’ with a view to
clearing up the specificities and idiosyncrasies which,
in turn, determine the nature of policy response and
its results.

Good policy-makingis groundedin good knowledge
of past policy responses and outcomes. Knowledge
ispromoted and experienceis exchanged only when
they are based on reliable data. Accordingly, quan-
titative data are an essential tool in this respect.
They serve as an infrastructure to deepen our
understanding of SEE historical experience and
identify its key drivers, tapping existing knowledge
and offering new inputs that will provide timely
information to economic policy-makers.

All the SEEMHN members acknowledge that this
goal could only be achieved by publishing a newly
compiled, built and harmonised dataset of long-
run key monetary and macroeconomic time series
for the countries of the region. They also acknowl-
edge that this could only be done by joining forces
and exchanging knowledge and experience. There-
fore, the SEEMHN involves cooperation between rep-
resentatives from participating central banks and
scholars who specialise in different fields, geographi-
cal regions and time periods.®

The SEEMHN database has been compiled
by the central banks of Albania, Austria, Bul-
garia, Greece, Romania, Serbia and Turkey.
Aspecialintroductory chapter® introduces the reader
to the subject providing some political and econom-
ic background information on the history of SEE prior
to WWIL. It also points out some parallels between the

84 Arta Pisha, Besa Vorpsi and Neraida Hoxhaj (Bank of Albania), Clem-
ens Jobst and Thomas Scheiber (OeNB), Kalina Dimitrova (Bulgarian
National Bank), Martin lvanov (Bulgarian Academy of Science), Sophia
Lazaretou (Bank of Greece), Matthias Morys (University of York),
Sevket Pamuk (Bogazici University), Ali Coskun Tuncer (University Col-
lege London), George Virgil Stoenescu, Elisabeta Blejan, Brindusa Cos-
tache and Adriana Aloman (National Bank of Romania), Branko Hin-
ic, Milan Sojic and Ljiljana Djurdjevic (National Bank of Serbia), Yiiksel
Gormez and Serkan Yigit (Central Bank of the Republic of Turkey).

85 Written by Matthias Morys (University of York).
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situation ‘then’ and ‘now’ and the challenges SEE is
facing today. The main part of the database consists
of eight similarly structured country chapters, i.e.
Austria-Hungary (1863-1914); Greece (1833-1949); the
Ottoman Empire (1830-1914); Bulgaria (1879-1947);
Romania (1880-1947); Serbia/Yugoslavia (1884-1947);
Albania (1920-1944); and Turkey (1923-1947). A com-
plete dataset is presented for each country covering
six broad groups of indicators,* i.e. (1) monetary vari-
ables; (2) interest rates; (3) exchange rates; (4) govern-
ment finances (central government); (5) prices, pro-
duction and labour; and (6) national accounts and
population.

The eight countries included in the sample are rep-
resentative of the peripheral countries’ monetary
and financial predicaments. In the gold standard lit-
erature (see inter alia Eichengreen 2011, Bordo and
Kydland 1995, Bordo and Schwartz 1997), participat-
ing countries are divided into ‘core’ and ‘peripheral’
according to their faithfulness to fixed rates. The core
counties always adhered strictly to the specie rule. By
contrast, the peripheral countries only temporarily
maintained fixed rates. Economically and historical-
ly speaking, peripheries are a group of capital scarce
nations, economically and financially less developed.
They are unable to issue debt in their own currency.
They usually try to import credibility through hard
currency pegs. They often suffer from weak public
finances. They cannot therefore influence the inter-
national monetary system and have to obey the rules
set by the core. Whenever they face pressing financial
needs and/or deficits in the external account, they
abandon fixed rates.

National narrative accounts and the new statistical
series disclose that 19th century SEE delivered all typ-
ical features of peripheral countries. First, hard data
show that the SEE countries recognised early that
the new state’s making and its future was best served
by adhering to the western European economic and
monetary developments. Their geographical position

86 For Greece, there is also a seventh category of variables presenting
money, prices and exchange rates covering the period of WWIl and its
aftermath (1939-1949).

and proximity to Western Europe largely contributed
to formulating this policy decision. To this end, not
so long after gaining their national independence,
all SEE countries introduced a national monetary
system based on bimetallism or silver mono-met-
allism. Following the concept of European central
banking prevailing in the 19th and 20th century, they
all set up note-issuing banks which issued bank notes
backed by metallic currency and had reserve powers.

Second, they never pursued some fragile regional
economic and monetary integration; instead, they
were always strongly committed to becoming inte-
grated with the western European process. By joining
a monetary stability club of powerful western Euro-
pean countries such as the Latin Monetary Union, the
classical gold standard or the interwar gold-exchange
standard, and choosing to peg their weak currencies
to hard currencies such as the French franc or the
British pound, they sought to build sound monetary
and financial institutions and end histories of finan-
cial crisis.

Third, suffering from very low levels of national saving
and banking credit, thin domestic money markets,
structural and institutional backwardness and lack
of industrialisation, the 19th century SEE economies
almost entirely relied on European capital markets
to finance their development process. Hence, their
entry into the prevailing European monetary system
was regarded as a ‘seal of approval’ allowing them to
borrow cheap foreign money.

Fourth, drivers such as public finance weakness-
es, frequent wars, political instability and high
sovereign risk often undermined their efforts to
credibly adhere to fixed rates. Political institutions
remained fragile and fiscal discipline was elusive.
Ultimately, they failed and abandoned the system.
However, despite weaknesses and failures, nation-
al stories and hard data provide strong qualitative
and quantitative evidence that SEE should be con-
sidered as intrinsically linked to European eco-
nomic and monetary developments.
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Sources

One of the project’s challenges was to identify the
appropriate sources of information deposited in
archives and libraries, which would allow us to extract
the data series required to develop or retrace cer-
tain indicators that describe monetary and financial
developments in SEE during the period under study.

Identifying the appropriate sources for those indi-
cators that were initially considered by the nation-
al working groups was a first problem in this
respect. As is well-known, sources either stored
in archives or published and deposited in libraries
often curb the enthusiasm of researchers, whose
efforts are focused on those areas of research for
which sufficient documentary sources exist and
access to which is quite easy. Much in the same
way, the available sources have determined the
original list of indicators chosen for this project.
Over time, the original list was gradually supple-
mented with other indicators for which documen-
tary sources had been identified, while for some
others publication was not possible due to lack
of sufficient primary data sources. As an example
in this respect, we can refer to the lack of school
enrolment data for all countries except Turkey and
Serbia, as well as data on government bond yields
and interest rates for the Ottoman Empire.

Another problem was the accurate interpretation of
the available data. Both archived documents and
publications on certain economic phenomena pro-
vide information and interpretations that are useful
for that particular time, according to the prevailing
standards and requirements. Under these circum-
stances, the working groups decided to engage not
only in tracing the available data sources, but also in
a critical approach to the use of such sources.

It was of utmost importance to disclose the meth-
ods and techniques used for the determination of the
indicators used or built, particularly for those indica-
tors which rely on primary sources, such as price indi-
ces, production indices, money supply components
and GDP, as well as a comparison against current
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methods and techniques. Thus, regardless of the dif-
ferences in determining indicators across time, the
datasets described should observe currently accept-
ed definitions and measurements. An example is
that of the price index published in the Romanian
financial newsletter Argus. Even though this index
refers to the interwar period, we resolved to refrain
from publishing the respective time series because
the method employed to determine the index at that
timeis notin line with contemporary standards appli-
cable to price indices.

Going back to the sources, an in-depth analysis has
shown that most of the information comes from pub-
lications of the note-issuing bank or the central bank
and the national institutions, discharging monetary,
financial and statistical duties. By way of exception,
due to lack of other available information, the work-
ing group assigned to Albania has made extensive
use of the statistical data published by an interna-
tional organisation such as the League of Nations.
Unpublished information traced back to documents
stored in national archives has also been used to a
large extent, particularly studies conducted by the
central banks for internal purposes or background
documents used as supporting material for the
preparation of their balance sheet. Another category
comprises monographs, review papers and studies
published by contemporary researchers at national
and international level.

As arule, the working groups have shown preference
for primary information derived from documents
stored in archives, periodicals published by bank-
ing and financial institutions (i.e. reports, balance
sheets and statements), press releases by the same
institutions in contemporary daily newspapers, as
well as information from publications of the nation-
al statistical authorities. Complementary sources
such as review papers or studies published by con-
temporary researches have been considered only
when primary sources were not available. An inter-
esting example in this respect is that of retracing the
dataset of the exchange rates for the Greek drachma
almost entirely based on information retrieved from
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the periodicals of National Bank of Greece and the
Bank of Greece, but also from contemporary stud-
ies which had already been published. They were
used for cross-checking the original time series and
completing the missing figures. Nevertheless, due to
the lack of other available (official) information, the
data published by Delivanis (1946) and Delivanis and
Cleveland (1949) have been used to plug the gap from
1941 to 1944.

Our main concern has been the accuracy of infor-
mation. We have looked for a concrete interpreta-
tion of the data published by the national central
banks in their half-yearly and annual balance sheets
and reports, as well as in their monthly and weekly
reports featured in specialised journals or daily news-
papers of the time. To this end, the information thus
published by the central banks was cross-checked
and compared with unpublished data kept in var-
ious archives. The data used in the preparation of
the balance sheets and reports, as maintained in the
archives of the national central banks, were of great
help in interpreting the official data. Thus, research-
ers have the opportunity to thoroughly analyse every
balance sheet item. Forinstance, in the case of Roma-
nia, international reserve data were retraced based
not only on the official information published by the
country’s central bank, but also on the data stored in
the bank’s archives which served for preparing the
half-yearly and the annual balance sheet between
1929 and 1947.

Another issue that was frequently encountered when
preparing the datasets is the review and updating
of previous research datasets by authors participat-
ing in the project. Therefore, the working groups
assigned to the Ottoman Empire have relied on the
results of some of their previous research on the
exchange rates, the consumer price index and gov-
ernment finances (see Pamuk 2000). This is also the
case for Bulgaria, where the GDP dataset is based on
previously published work (see lvanov 2012), as well
as for Serbia, where the data on government finances
are based on the work of Gnjatovic (2009).

As already noted, the presented indicators have been
classified into six main categories. In what follows
we shall make an attempt at detailing the sources of
information used by participating countries, as well
as the difficulties encountered when interpreting the
data series in each category.

Monetary variables

Monetary variables have been based mainly
on annual and half-yearly reports and balance
sheets, as published by the note-issuing and
central banks, as well as the monthly or weekly
statements released by these banks to the daily
newspapers.

The records of the note-issuing banks are
retained in the banks’ archives. For some coun-
tries, however, they are maintained at the
national archives; this is the case for Albania.
Consequently, for Austria-Hungary significant
information on the preparation of the balance
sheets was found in the central bank’s archive.
This is also the case for the National Bank of
Romania. In the case of Greece, significant infor-
mation for the tracing of monetary variables was
found in the archives of National Bank of Greece,
which retains not only its own documents, but
also the records of other banking institutions in
Greece, including two other note-issuing banks,
namely the Bank of Crete and the Bank of Epirus
and Thessaly.

Specific mention should be made of the Otto-
man Bank, a foreign credit institution whose
documents are retained at Guildhall Library in
London, at Archives Nationales in Roubaix and at
SALT premises in Istanbul. Most of them are digit-
ised and could be accessed on SALT website. We
should also not forget the efforts of the National
Bank of Serbia to digitise and make available the
bank’s annual reports and balance sheets on its
own website.
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Moreover, studies published at the time as well as
the results of research conducted by contemporary
authors were also used to complete the documenta-
tion process.

Interest rate

The data published by the note-issuing banks in
their annual reports as well as in the daily newspa-
pers were used in order to retrace the datasets on
the evolution of short- term official lending rates
(i.e. the discount rate and the Lombard rate). The
information released by the stock exchanges in the
capital cities of the participating countries (Austria,
Greece, Romania and Serbia) in their own bulletins,
as well asin the specialised or the daily newspapers
were used to establish the evolution of medium- to
long-term lending market rates. Another exam-
ple is that of Bulgaria, which made use of the data
concerning the trading of Bulgarian government
bonds on the Vienna stock exchange, as published
in the stock exchange journal and the Austrian
daily newspapers. Albania extracted information
from an international organisation, i.e. the League
of Nations and its Statistical Yearbook, due to the
absence of any national source.

Exchange rates

The working groups resorted to the informa-
tion published in the daily press of the time (Aus-
tria-Hungary and the Ottoman Empire), the infor-
mation extracted from the central banks’ reports
(Turkey), or to a combination of various sources
of information, such as data preserved in various
archives, statements published by the note-issuing
banks in their own bulletins or in the daily press,
data published by the local stock exchanges, as
well as the statistical yearbooks of the nation-
al and/or the international statistical authorities
(Bulgaria, Greece, Romania, Serbia, Albania). This
set of information was integrated with the data
included in several review papers and various
studies of the time in an attempt to cover the gaps
of missing data (Serbia, Greece and Bulgaria).
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Government finances

In order to establish the datasets for government rev-
enue and expenditure and trace back the evolution
of government debt, most authors combined prima-
ry sources such as the Government Budget and the
ex-post Budget Report, with the results of contempo-
rary research. Turkey is an exception to this rule since
data rely only on the information published by the
central bank and the national institute of statistics.

The working groups on Austria-Hungary and Roma-
nia mainly relied on the primary information avail-
able in the government’s statistical and financial
yearbooks or the annual reports and the statements
published by the ministry of finance. This informa-
tion set was integrated with the data collected from
the review papers published by other researchers.
For the Ottoman Empire and Serbia, the working
groups used their own previous studies on the same
matter, while for Bulgaria the data are taken from sta-
tistical yearbooks. For Greece, the presented data-
set relied on the information recently published and
based on official data released in the ex-post Budget
Reports (see Prontzas et al. 2012).

Prices, production and labour

The datasets on prices, production and labour have
been extracted mostly from recent papers pub-
lished either by the working groups of the project
or by other researchers (see Austria and the Otto-
man Empire). However, for Serbia, Romania, Alba-
nia, Greece, Bulgaria, and Turkey the respective time
series were retrieved from both primary and second-
ary data sources such as the country’s statistical year-
books and bank’s journals.

National accounts and population
This category generally comprises three datasets:
population, foreign trade and GDP domestic product.

As regards population data, most authors relied on
information from the yearbooks published by the
national statistical authorities. Serbia aggregated pri-
mary information with the information publishedina
review paper based on the data series reported in the
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country’s statistical yearbooks. In the absence of any
national data sources, the presented data series for
Albania was retrieved from internationally renowned
review papers, such as the one published by Maddi-
son (2003), whose data were used together with the
data extracted from official statistical publications.

With respect to the data concerning the volume
and the value of foreign trade, the most frequently
encountered sources of information are the national
statistical yearbooks and the data published by the
national banks in their own bulletins. There is how-
ever a slight difference in the data series for the Otto-
man Empire, which relies on the results from previ-
ous studies published by Pamuk (1987 and 2006).

As far as the dataset on GDP is concerned, most work-
ing groups relied on the results of previous estimates
already published. For example, the data for the Otto-
man Empire reflect the estimates in Pamuk (2006). The
same s also true for Greece (see the estimates in Koste-
lenos et al. 2007) and for Romania (Axenciuc 2012). The
data on Bulgaria’s GDP rely on the recent estimates in
Ivanov (2012), while for Serbia, national income esti-
mates are used as published in national review papers.

One may notice that, while most financial, banking
and monetary data have been drawn from primary
sources, with authors frequently arguing in favour of
revising previously published results, the data from
other areas of interest (e.g. national output) have
more heavily relied on the research of individual
experts, with more focus on the accuracy of the sourc-
es of information available to them.

Methodological issues

Methodological issues related to building
new variables

Building long-term monetary and economic series
is always a challenge due to changes in methodol-
ogy (economic concepts, changes in the monetary
standard and data reporting) and missing data. As
mentioned above (section 2.2), the major challenge
was constructing monetary variables, government
finances and GDP data.

While the definition of total international (curren-
cy) reserves is a broader economic concept of for-
eign (convertible) assets against which central banks
could implement expansionary monetary policy,
under different monetary regimes, there are different
legal constraints in each country as to what liabilities
could be covered by what assets. A clear distinction
between the two concepts (economic and legal) is
provided in each country data definition and descrip-
tion, and country datasets enable the reader to alter-
natively construct both. Besides, data on reserves/
cover stock and liabilities allow for calculating (if not
reported) the reserve-banknote cover ratios.

Constructing monetary base and aggregates back
in the past®” was a more difficult task given that a
breakdown of deposits was not always available at
the central banks, as was also the case for data on
coins in circulation and commercial banks’ cash
and deposits. Therefore, different components are
provided separately starting from the date when
reported data allow for a meaningful compilation or
estimation. Apart from using balance sheet and sta-
tistical data, the construction of ‘broad’ monetary
aggregates in some cases required utilising newspa-
per sources for commercial banks’ balance sheets.
Whenever data reporting was interrupted, interpo-
lations and other statistical techniques were appro-
priately used for the sake of time series continuity.
Given that most monetary variables are taken from
the central banks’ balance sheets, those indicators
refer to end-of-period values.

While official short-term interest rates were continu-
ously available (end-of-period data), one could also
construct period average values based oninformation
provided for the dates of change. Long-term lending
rates are best proxied by current yields of long-term
government bonds (and/or mortgage interest rates)
based on current price quotations which are also
reported. While most countries report bond prices
quoted on their national stock exchanges, the data

87 Thefirst estimates of monetary aggregates in central banks’ reports
and analyses appear as early as in the 1920s.
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on Bulgarian government bonds were kindly provid-
ed by our DCTF Austrian partners and refer to quota-
tions on the Vienna Stock Exchange.®

At different periods of time, for some countries there
are differences between exchange rate reporting
standards and respectively different primary sources
were used. While annual data are the average of the
monthly reported values, the latter ones are either
directly reported monthly averages or averages of
the minimum and the maximum monthly values or
averages of four-weekly observations or even averag-
es of mid-day quotations. Similarly, the data refer to
the nominal, selling and/or buying rate of banknotes
or bills of exchange drawn on both domestic and
foreign markets. In addition, the agio indicators are
reported in different units of account (exchange rate
quotations or in percentages) representing the gold/
silver premium against paper currency (Austria-Hun-
gary), the paper/gold drachma exchange rate for
Greece and the gold premium against silver and (sil-
ver-backed) paper currencies for Bulgaria, Romania
and Serbia.

The second challenge refers to the construction of the
variables of fiscal revenue and expenditure according
to the modern standards of government statistics.
Apart from providing primary data reported for ordi-
nary and extraordinary revenue and expenditure,
some countries invested more time and resources to
identify budget financial transactions (e.g. interest
payments and debt redemptions) and to adjust the
extraordinary components accordingly, while others
have provided data on foreign debt payments or dif-
ferent components of budget revenue and expendi-
ture. In addition, public (central government) debt
and its foreign and domestic components are also
collected and reported.

In the broad category of prices, production and
labour, indices of consumer prices, market whole-
sale prices or individual product prices are available

88 At the outbreak of WWI, the Vienna Stock Exchange was closed and
data end in June 1914.

eabh Prague archival workshop

for all countries. Some countries also report export
and import price data from the interwar period
backwards. Additional indicators like industrial pro-
duction (value, volume and indices), labour market
data (unemployment, labour force, wages) and edu-
cational indicators like school enrolment are also
added for some countries.

The third main challenge was constructing a broad
economic activity indicator like GDP. While in the
1920s the concept of national income and GNP was
prevalent and some countries reported nominal and
real GNP using statistical resources, for others there
are only GDP estimates extended back in the past
which are provided based on secondary sources.
Concerning trade, foreign trade data (only exports/
imports of goods) were regularly reported and easily
collected. Finally, the presented data on population
were based on population censuses as well as on
statistical interpolations in-between census years
applied by the statisticians at that time.

Increasing comparability between
countries’ databases

Comparability is essential for a project of multi-coun-
try databases. It is usually constrained by differenc-
es in legal definitions; differences in data reporting
methods; and data availability. In order to increase
comparability across countries’ datasets and con-
struct a harmonized multi-country database, in the
process of data exploration we strictly paid atten-
tion to those three aspects. Data unavailability, in
particular of compound indicators (e.g. monetary
aggregates, total reserves), was overcome first by
checking and collecting primary data and, second,
by constructing the aggregate indicator, quoting
the respective primary source and using items that
appeared on balance sheets. Even when data of com-
pound indicators were readily available in the bal-
ance sheet and other official statistical resources, for
the sake of comparability, we carefully studied their
composition and legislative constraints. In addition
to providing data for the respective aggregate indica-
tors, we also published their components, thus allow-
ing the researchers to use whatever sub-component
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and/or sub-aggregate they need for their compar-
ative analyses. For those periods that primary data
were not available, we resorted to the appropriate
statistical methods (e.g. linear interpolation) for gen-
erating a continuous time series. This scrutiny of data
enabled us to provide useful information about epi-
sodes of different data reporting standards under dif-
ferent monetary regimes and even incidences of data
manipulation. A detailed and concrete description of
the relevant variable also assisted the same purpose.
This is because recording important differences in
the reporting methods often reflects changes in the
monetary policy regime. Another option for enhanc-
ing comparability was also the decision by all project
participants to use the standardized definitions used
in compiling modern data. This enables researchers to
make comparisons across time and across countries.

The SEE macro history database

The SEE historic database goes back to the distant past
and helps researchers to analyse SEE monetary, fiscal
and financial developments from national independ-
ence to WWII. Data availability gives us the chance to
remove the ‘statistical dark ages’ and shed light on the
‘dark spots’ on the map of the monetary history of the
individual countries and the regjon as well. In particu-
lar, it supports relevant research initiatives which will
present empirical evidence and document narratives.
It also provides material to address key issues which
remained unanswered in the literature such as:

i. what were the main drivers of SEE’s economic
backwardness;

ii. what were the main threats to SEE financial and
monetary stability;

iii. whether and to what extent could SEE countries
be considered as intrinsically linked to the
mainstream European developments;

iv. why were SEE countries not able to build and
apply sound fiscal and monetary institutions;

v. how were they affected by past international
crisis events (crisis scale and breadth) and how
did they cope with the crises; and

vi. what went wrong; what was the aftermath of
these crises?

In this section we first provide a user’s guide to the
database which can be useful to researchers interest-
ed in using the new data. And second, we move on
to describe certain statistical series aiming to provide
some hints on the project’s original findings.

Structure

Each of the eight country chapters of the database
consists of four parts: (1) major monetary events,
including a short but solid account of the respec-
tive country’s institutional framework for mone-
tary policy implementation; (2) a detailed descrip-
tion and definition of the presented variables;
(3) a detailed discussion of the primary and sec-
ondary data sources used in the data collection
process; and (4) the tables with the historical time
series by country.

At the beginning of each country chapter an index
table provides information on the list of variables
presented, the time span covered, the reporting fre-
quency, the applicable unit of account and the codes
assigned to the variables. The index table will be used
as a roadmap for safe data search.® A synopsis of the
database and its details is presented in Table 1 (See
following page).

In part 1 of each country chapter, historical data are
preceded by a short description of the respective
country’s major monetary events. A relevant table
replicated in each country chapter provides full
details on the dates of, and the reasons for, a nom-
inal exchange rate regime switch, the changes in
the official parity rate, the dates of introduction of a
national currency system, the dates of establishment
of a note-issuing bank and/or a central bank, the
crises of the gold or gold/silver convertibility regime,
the episodes of debt default and bank failure.

Compiling, processing and checking data, and con-
structing indices for such long and distant time peri-
ods is an arduous and long procedure. It requires

89 Theindex table s replicated in each country’s Excel data file and
makes it easier to quickly navigate to the required annual and month-
ly time series.
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in-depth knowledge of the institutional framework
of both the domestic and the international econom-
ic and monetary systems and policy conduct. For this
purpose, details are provided concerning the targets
and instruments of the monetary policy pursued, the
interventions in the exchange market, the causes
of fiscal and external imbalances, and the structure
of the country’s banking system and the process of
its development.

Groups of variables

Part 2 includes detailed explanatory remarks on the
definition and description of the variables. Of all the
variables, particular emphasis has been placed upon
the monetary ones, chiefly for two reasons. First, cen-
tral banks themselves are better placed to provide
these data since access to their archives is easier. And
second, monetary variables have played a central role
in the conduct of monetary policy. They were con-
structed by contemporary central bankers to guide
policy. Monetary variables are thus the first group of
the variables presented in the database. They include
(i) currency reserves, (i) monetary aggregates, (iii)
banknote circulation, (iv) the reserve-banknote cover
ratios and (v) bank deposits.

Concerning currency reserves, these include metal-
lic reserves (i.e. gold and/or silver, either in bars or
in minted coins), total foreign exchange holdings
and securities (usually government bonds). Relevant
issues such as the concept of currency reserves (offi-
cial or statutory; ‘gross’ or ‘net’; on- or off-balance-
sheet activities) and their valuation (at the current
exchange rate or at the official parity rate) were thor-
oughly addressed.

Monetary aggregates include definitions of
money; they primarily refer to the liabilities of
private financial institutions, namely depos-
its and currency. All countries provide complete
data series on coins and banknotes in circula-
tion taken from the banks’ reports, statistical
bulletins and archives. However, the primary
data sources lacked definitions of money as a
means of payment such as ‘narrow money’ or as
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a liquidity index known as ‘broad money’. Appar-
ently, the advocates of the ‘currency school’ of
the 19th century could not consider other items
-apart from metallic coins and banknotes-
such as bank deposits as money substitutes.
Thus, in accordance with the monetary policy
rules applyingin the context of a metallic regime,
the national monetary authorities tried to meas-
ure the stock of money in the domestic economy
by simply reporting the stock of coins and notes
in circulation. Furthermore, metallic monetary
regimes required each country’s central bank or
note-issuing bank to maintain a minimum ratio
of reserves to banknotes in circulation. This
was because excess uncovered note issue was
thought to strengthen inflationary pressures in
the domestic market compared to abroad, and
cause capital outflows and large reserve losses.
In other words, the reserve-banknote cover ratio
determined the relationship between domestic
money stock and metallic and foreign exchange
holdings. Obviously, banknote circulation was a
key monetary variable, as the central bank or the
note-issuing bank was obliged to announce and
preserve a ‘statutory’ minimum proportion of the
banknotes in circulation that should be metallic
and/or foreign exchange-backed. Therefore, the
precise knowledge of the stock of banknotes
in circulation was of paramount importance if
banknote convertibility was to be secured.

The second group of variables refers to short-term
and long-term lending and deposit rates. Special
emphasis is placed on two key variables. The first
one is the note-issuing bank’s and/or the central
bank’s short-term rate, known as the Lombard
rate, bank rate or discount rate. It was imposed
on discounts and advances provided by the cen-
tral bank to the commercial banks to meet tempo-
rary shortages of liquidity. The second one refers
to the government cost of borrowing. It was best
proxied by the current yield of long-term govern-
ment foreign bond loans. Its evolution over time is
considered important for two reasons. First, it is a
metric of the government’s creditworthiness since
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Table 1

A synopsis of the presented SEE macro history database

Countries

Groups of
variables

Variables

Time span
from 1870 and

beyond-prior to 1950

Data frequency

Unit of
account

Albania
Austria-Hungary
Bulgaria

Greece

Ottoman Empire
Romania
Serbia/Yugoslavia
Turkey

1. Monetary
variables

currency reserves
« ‘narrow’ money

‘broad’ money

banknotes in circulation
central bank liabilities at sight
bank deposits
reserve-banknote cover ratios

annual
monthly

national
currency

2. Interest rates

« official interest rate
market lending rate
market deposit rate
currentyield on government bonds

annual
monthly

in per cent

3. Exchange rates

« British pound
French franc
US dollar

Mark

gold parity/agio

annual
monthly

national
currency

4. Government
finances

« revenue

(regular and extraordinary)
expenditure

(regular and extraordinary)
public debt

annual

national
currency

5. Prices,
production
and labour

consumer prices
wholesale prices

import and export prices
industrial production
wages and salaries
employment

school enrolment

annual
monthly

national
currency

indices

6. National
accounts and
population

nominal GDP

real GDP

GDP deflator

real GDP per capita
imports

exports
population

annual

national
currency

Source: Country index tables.
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peripheral countries, suffering from the so-called
‘original sin’, were able to issue loans only in gold
or in gold-backed foreign currency. Moreover, the
bonds always included ‘gold clauses’®® Second,
it served as a leading indicator for the long-term
market lending rate: easy access to the interna-
tional capital markets would also be associated
with cheap borrowing for the real economy.

The third group of select variables refers to the
nominal exchange rates against the major inter-
national currencies such as the British pound, the
French franc and the US dollar, and gold as well.
Two issues are addressed here. The first one con-
cerns the building of a time series on the ‘agio’.
Depending upon different monetary regimes in
terms of legislation and implementation, the
‘agio’ is defined as the rate of the depreciation of
the paper/silver currency against gold. The second
one refers to the parallel market exchange rates,
which were officially announced for private com-
pensation deals when a large share of foreign
trade turnover was conducted through clearing
agreements at a fixed exchange rate, as was the
case in the early 1930s. The data series presented
in the database refer to the official (legal or free)
market exchange rates. However, all SEE coun-
tries, prior to the interwar stabilisation of their
currency close to the market rate, imposed strict
controls on money outflows and set the exchange
rate quite lower compared to the true market rates
in an attempt to control the heavy devaluation
pressures. Hence, in some countries, like Greece,
the official rates were underestimated by 30-35%.
For some other countries, like Romania and Bul-
garia, both official rates and exchange rates with
premium are presented.

Government finances are the next group of varia-
bles. It includes flows (revenue and expenditure)
and stocks (public debt) of central government.
Revenue refers to realised total revenue and
taxes (direct and indirect). Expenditure concerns

90 See Eichengreen and Hausmann (1999) and Eichengreen et al. (2003).
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primary spending and interest payments. It also
concerns ordinary and extraordinary spending.
Availability of these series is quite important
since it helps researchers to shed light on key
issues, e.g. what were the driving forces of per-
manent fiscal imbalances?; what were the char-
acteristics of the fiscal policies pursued by these
countries? (procyclical versus countercyclical);
how did the fiscal shocks originate? (war-time
emergencies versus excess public consumption
and public infrastructure spending); how were
the budget deficits usually covered?

The last two groups discussed in the statistical
base refer to prices, production and labour as well
to national accounts. Analytically, price move-
ments are described by a consumer price index
or a cost-of-living index as well as a wholesale
price index. Production can best be assessed by
an industrial production index (value or volume)
or an economic activity index. For some countries
labour market statistics are available in the form
of employment or unemployment figures, wages
and salaries and school enrolment as well. Nation-
al accounts include trade statistics (imports and
exports of goods and services), newly built data on
GDP, real GDP and GDP per capita, and population.

Preliminary descriptive statistical
evidence

A first look at the dataset, starting with drawing
some simple plots, may help usin a preliminary pres-
entation of the main historical findings. Emphasis is
placed on financial development, the government
cost of foreign borrowing and currency stabilisation.*

(i) Financial development and global
financialisation

In metallic regimes, even though reserves (i.e. metal-
lic and foreign exchange) were endogenously deter-
mined, the statutory reserve-banknote ratio was
regarded as a key policy variable, i.e. an exogenous

91 Amore econometric-intensive research approach is needed to evalu-
ate the linkages between variables and detect differences and similar-
ities across various time periods and country samples.
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variable. This might explain why the monetary
authorities of that time were not concerned with
monetary aggregates. However, based solely on
banknote circulation, one would underestimate
money supply. This might be crucial since as from
the last quarter of the 19th century or even earli-
er (as was the case for Austria-Hungary), in all SEE
countries barter economy was gradually replaced
by an exchange economy employing metallic coins
and banknotes for trading goods and services.
Accordingly, short-term bank deposits were equally
considered as money.

‘Narrow’ and ‘broad’ aggregates provide a more
precise assessment of the stock of money than
banknote circulation per se. Hence, the database
contains for all SEE countries ‘narrow’ and ‘broad’
definitions of money which were built using the
standard definitions commonly employed in build-
ing modern data. In all the sample countries liquidi-
ty increased during the last two decades of the 19th
century as a consequence of the first era of finan-
cialisation of the global economy. Evidently, 19th
century SEE was a capital importer. The increase in
broad money supply was driven by various coun-
try-specific factors such as financial reforms and
institutional innovations which encourage the use
of demand deposits and checking accounts; the
expansion of the domestic banking system; the
rapid increase in country’s foreign trade; and cur-
rency stabilisation in the run-up to the adoption of
the classical gold standard. Liquidity rose in war-
time and its aftermath. However, from the mid-
1920s until the mid-1930s, all countries implement-
ed strict monetary policies in the context of their
attempt to join the gold-exchange standard as well
to cope with the interwar crisis.

(ii) Discount rate policy

Inthe gold standard monetary policy framework, the
note-issuing bank’s or the central bank’s discount
rate was considered as the operating target of mone-
tary policy. Therefore, whenever the country faced a
balance of payments deficit and saw its gold and/or
foreign exchange reserves declining, it raised its dis-
count rate, thus causing other interest rates to rise as
well and investment expenditure to decrease. The
monetary rule was quite simple and clear-cut. The
higher the bank rate, the lower the amount of money
that banks would decide to borrow and vice versa.

Figure 1 shows the respective series of the official dis-
count rates. Some observations can easily be made.
First, the discount rate varied widely across countries
during the years of the gold standard. Austria-Hunga-
ry enjoyed the lowest interest rates; all other coun-
tries’ rates stood 2 or even 4 percentage points higher.
Second, the dates of change also differ across coun-
tries. This might signal that the scope of policy coordi-
nation among SEE countries was very limited or even
absent. Instead, SEE countries tried to respond to the
core country’s bank rate changes. Third, data plotting
suggests that until the interwar years discount rate
changes were infrequent over time; the discount rate
either remained unchanged for several years regard-
less of the phase of the country’s business cycle and
its difficulties in the external payments account or,
in the wake of a crisis, it exhibited a sudden increase
which was followed right afterwards by a sharp
decrease. This might be explained by the fact that SEE
countries were not always able to effectively play by
the ‘rules of the game) i.e. to raise the bank rate allow-
ing the domestic market interest rate to rise enough
so as to decrease the domestic price level. The notable
exception is Austria-Hungary. However, this pattern
changed in the interwar period. SEE central banks
now appear more willing to pursue a more active dis-
count rate policy aiming at stabilising their currency
in view of their entry into the gold-exchange standard
and, right after the wake of the crisis, at preserving
their currency reserves. Upon their exit from gold, all
countries started to follow more loose monetary poli-
cies allowing their rates to move downwards.
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Figure 1
The official discount rate (1842 - 1944)
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Figure 2.1
Current yield on fixed-rate government bonds in gold (gold standard, 1876-1914)
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(iii) Cheap foreign borrowing

Figure 2.1 depicts the government cost of borrowing
for those countries for which a complete data series is
available, e.g. Austria, Hungary, Greece, and Bulgar-
ia, over the years of the classical gold standard; while
Figure 2.2 plots the same variable for Greece, Roma-
nia and Serbia/Yugoslavia during the interwar years.
The British consols yield is also depicted in both fig-
ures. Data plotting suggests that the entrance of a
peripheral country to a monetary stability club or
even the country’s credible attempt of joining were
viewed as a ‘seal of approval’ to borrow cheaply from
the western European capital markets. The credible
enforcement of the specie rule reduced sovereign risk
and thus the risk premium. By contrast, whenever the
countries failed and abandoned the specie rule and
thus switched to a fiat currency or even defaulted on
their foreign debts, government borrowing was much
more expensive or even impossible.

(iv) Currency stabilisation

Figures 3 and 4 plot the exchange rate develop-
ments compared to the mint parity over the pre-
WWI period and the interwar period. We see that
even though all countries had passed bimetallic
coinage legislation between 1867 and 1890, thus
signalling their long-term perspective of joining
the gold standard, well up to the late 19th century
no country had actually fixed its currency to gold.
Adopting the gold standard was a slow and painful
process. For example, it took Greece more than a
decade to stabilise its currency after the 1898 for-
eign debt compromise. Serbia also experienced
strong depreciation during the 1890s before it sta-
bilised its currency after 1905. The same was true
for Austria-Hungary, Bulgaria®® and Romania, which
also saw depreciations of their exchange rates for
a long time before joining, albeit less heavy.*

92 Effectively, paper notes were ‘loosely’ backed by silver.

93 The depreciation rate of the Bulgarian leva has been estimated by
using the agio (i.e. the gold premium against silver) until December
1906 and afterwards the exchange rate movement vis-a-vis the pound
sterling. A detailed analysis of the agio in Bulgaria is provided in Dimi-
trova and Fantacci (2011).

94 Greece joined gold in 1910, Romania in 1890, Austria-Hungary in 1892
and Bulgaria in 1906.
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Exchange rate stabilisation was achieved by all SEE
countries at around the turn of the century. Favour-
able global macroeconomic conditions starting in
the mid-1890s helped increase European trade and
money integration (see Eichengreen and Flandreau
1997, Flandreau and Zumer 2004). In contrast, after
WWI, all SEE countries joined the gold-exchange
standard by de jure stabilisation after devaluing
their currencies vis-g-vis the pre-war ‘old’ mint
parity by a factor of more than 10. Bulgaria was the
first one to stabilise its currency as early as 1924
and Serbia was the last one, as late as 1931.

Conclusions and further research topics
The SEE historical database is the result of
long and intensive cooperation among vari-
ous researchers from different countries of the
region. The project is expected to deliver consid-
erable benefit. It will serve as a stimulus for fur-
ther research and a basis for comparative studies.
For example, it might be interesting to com-
pare the SEE experience with the experience
of other peripheral countries in various geo-
graphical regions such as Asia or Latin Ameri-
ca. This would help researchers to reach certain
conclusions regarding the predicaments and
idiosyncrasies of the peripheries.

The Data Collection Task Force (DCTF) of the
South-East European Monetary History Network
(SEEMHN) is now ready to proceed to the next step,
which concerns the study of central banks’ balance
sheets. This topic was rather neglected during the
years of the Great Moderation. However, after the
2008 crisis it became a key topic in monetary policy.

The DCTF considers the study of the balance sheets
as of paramount importance since it can help us to
answer key questions such as: (i) whether balance
sheet size fluctuated over time relative to output,
government debt and inflation; (ii) what the major
institutional reforms in the monetary policy imple-
mentation framework and bank supervision after
the interwar crisis were; (iii) whether the structure
of the balance sheet reveals that the central bank,
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Figure 2.2
Current yeild on fixed-rate government bonds in gold (inetwar, 1915-1939)
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Figure 3
Current yeild on fixed-rate government bonds in gold (inetwar, 1915-1939)
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Figure 4
Deviation from the gold-exchange standard parity
(November 1921 - September 1936)
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amid the crisis, remained closely focused on the
chosen monetary policy strategy of a currency peg;
(iv) what monetary policy operations were con-
ducted (i.e. liquidity-providing standing facility);
(v) whether the central bank was deeply involved
in government refinancing which in turn, indicat-
ed low profitability and high dependence on gov-
ernment interference. We think that the DCTF has
a key role in this project since central banks them-
selves are better placed to provide these data, and
to access their balance sheets is rather difficult for
individual and external researchers. There is also
need for further explanation and comments. Based
on its past experience, the DCTF can provide the
framework for harmonizing the documentation
and presentation of the selected data.
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Experiences from ten years of research on Danish
historical monetary and macro-economic statistics®®

Kim Abildgren®

Introduction

This paper outlines the main results from ten years
of research on Danish historical monetary and mac-
roeconomic statistics. The research project has had
two principal objectives. The first objective has been
an attempt to close some of the gaps in the existing
Danish historical monetary and macroeconomic sta-
tistics. The second objective has been an attempt to
enhance our insight into the monetary and macro-
economic history of Denmark through several new
empirical analyses of a range of key issues.

Naturally, historical statistics is of interest in rela-
tion to economic-historical analyses and many
issues within this line of research can only be
enlightened through quantitative empirical evi-
dence. The study of for instance low probabili-
ty events (‘tail events’) such as currency crises,
banking crises, debt crises or severe stock-mar-
ket collapses requires a large number of data
points covering different crisis as well as non-cri-
sis regimes. Furthermore, long time series span-
ning across periods with different economic-pol-
icy regimes, other institutional differences and

95 During the years a considerable debt of gratitude to others has been
accumulated. The author would like to take the opportunity to thank
those many individuals who took the time to read draft versions of
the works presented in this paper. That includes colleagues from Dan-
marks Nationalbank, participants at workshops and conferences as
well as members of review boards, editors and referees. The advice
and criticism from this wide range of people has been very helpful in
improving and shaping the work. The paper is solely based on infor-
mation which is within the public domain. Views and conclusions
expressed in the paper are those of the author and do not necessar-
ily represent those of Danmarks Nationalbank. The author alone is
responsible for any remaining errors and shortcomings.

Head of Economic Research, Danmarks Nationalbank, Havnegade

5, DK-1093 Copenhagen K, Denmark. Phone: +45 33 63 63 63. E-mail:
kpa@nationalbanken.dk
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variations in the rate of real or monetary shocks to
the economy etc. might also serve as the basis for
useful robustness checks in relation to more con-
temporary empirical analyses.

Historical statistical data within the social sciences
are always subject to questions regarding their accu-
racy and reliability. Frequently a number of judge-
ments and estimates have implicitly or explicitly
been made in an attempt to overcome problems with
missing observations, incomplete coverage and sam-
pling biases, changes in compilation methods and
statistical classifications etc. Sometimes historical
statistical information have originally been collected
for particular legal or political purposes, which have
to be taken into account when the reliability of such
data sets are assessed. Most historical statistics can
therefore only be expected to give a rough picture of
the topics at hand.

The general idea of the project relates most closely
to the works by Johansen (1985, 1991, 2015), which
offer a collection of charts and economic-historical
time series for Denmark. However, the collection of
statistics presented in this paper has a much more
comprehensive coverage of monetary and macro-
economic variables of relevance for the analysis
of price stability and financial stability. Further-
more, the works by Johansen, op.cit., only contain
data on an annual frequency whereas a substan-
tial range of quarterly and monthly time series are
included in the works presented in the paper.
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In order to make the data sets available to a larger
research community and stimulate further stud-
ies on the monetary and macroeconomic history
of Denmark, they are available in electronic form
as spreadsheets downloadable from the web-
site of Danmarks Nationalbank in relation to var-
ious working papers, which also contain detailed
descriptions of the sources and methods used for
the compilation of the data.

Main research findings
Business cycles, financial factors and
financial stability®”

Using filtering techniques, this article explores the
stylised facts and empirical regularities in the cyclical
movements of a broad range of macroeconomic vari-
ables for the Danish post-World War Il period.

As basis for the analysis the article compiles a new
set of quarterly national accounts for Denmark
since 1948. Previously consistent time series of
quarterly national accounts were only available
in Denmark for the period since 1971. Further-
more, in order to facilitate and enhance the ana-
lytical application of this new data set, the article
also compiles a collection of seventeen other key
quarterly macroeconomic indicators covering the
Danish economy since 1948. The new long-span
data sets cover almost nine complete business
cycles, which gives more degrees of freedom and
thus all else equal more reliable correlation esti-
mates than those found in previous Danish stud-
ies based on substantially shorter time series.

In general, the findings of the article seem to be in
line with what could be expected from mainstream
macroeconomic theory and the empirical findings
of similar studies in other countries as well as ear-
lier studies for Denmark. The unemployment rate
tends to lag the business cycle component in the

97 Abildgren, Kim. 2012a. Business Cycles and Shocks to Financial Sta-
bility - Empirical evidence from a new set of Danish quarterly national
accounts 1948-2010, Scandinavian Economic
History Review, Vol. 60(1), pp. 50-78.

real Gross Domestic Product (GDP), whereas inter-
est rates, share prices and money tend to lead the
cycle in output. The volatility in the business cycle
component of real GDP was substantial lower
in the period from the second half of the 1970s
until the mid-2000s compared with the pre-1975
period. Similar results have been found for other
countries, and the article suggests a number of
reasons for this ‘Great Moderation’.

Furthermore, the article includes an analysis of the
monetary transmission mechanism in Denmark in
the period 1948-2010 within the framework of struc-
tural vector autoregressive (SVAR) models. The new
long-span quarterly data sets applied makes it pos-
sible to estimate SVAR models of a higher dimension
than is usually found in the literature due to degrees-
of-freedom problems. With a high-dimension SVAR
model, the risk of omitting important variables in
the analysis is reduced. The analysis in the article
complements a number of earlier VAR studies on
the monetary transmission mechanism in Denmark.
However, the analysis in the article is the first Danish
study to include asset prices, credit, money and the
deposit banks’ loan impairment charge ratio (write-
downs ratio) among the endogenous variables.

The shape and direction of the impulse-responses to
an increase in the short-term interest rate seem to be
in line with what one could expect from mainstream
macroeconomic theory: the long-term interest rate
rises whereas real GDP, consumer prices, share prices,
domestic credit and house prices decline. Further-
more, it seems that a shock to the short-term inter-
est rate is followed by a significant increase in the
deposit banks’ loan impairment charge ratio reflect-
ing that the declines in real GDP and asset prices and
theincrease in the interest rate level reduce the credit
quality of the banks’ customers.

Finally, the article includes a SVAR analysis of the
real effects of shocks to financial stability. The results
from the analysis indicate a significant and long-last-
ing negative impact on real GDP following an exoge-
nous shock to the banking sector’s loan impairment
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charge ratio. This is consistent with findings in recent
economic-historical research for other countries,
indicating that the economic recovery after a bank-
ing crisis tends to be slower than normal.*®

This article examines the real effects of credit-supply
shocks. As basis for the analysis the article compiles a
new set of quarterly data on a range of key short-term
economic indicators for Denmark spanning the past
90 years or so.

The core of the analysis is a series of structural vector
autoregressive (SVAR) models estimated on this data
set. The new long-span time series make it possible
to compare periods with different economic-policy
regimes, other institutional differences, variations in
the rate of real or monetary shocks to the economy
etc. The analysis finds no evidence of real macroe-
conomic effects from supply-shocks to credit from
deposit banks in the periods 1922-1938 and 1981-
2011, even though these periods contained several
cases of severe banking crises.

In the article these findings are partly attributed to
the special role played by bond-financed mortgage
banks in the Danish financial system. The mort-
gage banks only grant loans against collateral and
there is a large liquid market for mortgage bonds
with a broad investor base. It seems therefore plau-
sible that firms and households in the periods 1922-
1938 and 1981-2011 were able to cover their borrow-
ing requirement by shifting their financing pattern
towards a higher degree of lending from mortgage
banks at times when deposit banks had to reduce
their credit exposures. Furthermore, there have
also been comprehensive government interven-
tions to safeguard financial stability during times of
banking crises.

There seem, however, to be indications of real mac-
roeconomic effects from credit-supply shocks in
the period 1950-1980 where credit rationing and
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exchange controls served as important econom-
ic-policy instruments. This suggests that tight quan-
titative restrictions on credit intermediation might
have real effects on the macro economy.

Overall the results from the analysis indicate that
both the financial-system structure (including the
possibilities for substitution between alternative
sources of financing) as well as the extent of govern-
ment intervention during banking crises play a key
role to the significance of real macroeconomic effects
of credit-supply shocks. These findings must be kept
in mind when modelling the role of financial interme-
diaries in macroeconomic models.

Naturally, the findings above do not rule out that
some firms or households might have found it more
difficult to obtain funding during periods with bank-
ing crises and that this might have had real effects at
the micro level in the form of e.g. lower investments
or even the failure of some firms.

Furthermore, the findings do not imply that there are
no negative real macroeconomic effects of banking
crises. But the results suggest that the macroeconom-
ic transmission mechanism of banking crises in Den-
mark have not primarily been through a significant
contraction in the supply of credit from deposit banks,
which have affected the rest of the economy via lower
investment and consumption by credit-constrained
firms and households. The negative effects of banking
crises seem rather mainly to have been transmitted
to the real macro economy via other channels. This
could for instance be through changes in the saving
behaviour of households and firms due to weakened
confidence in the banking sector and greater uncer-
tainty about the future economic outlook.*®

Since the outbreak of the most recent international
financial crisis, there has been a growing academ-
ic research interest in macro stress tests of the
financial system. Macro stress tests are designed

98 Abildgren, Kim. 2012b. Financial structures and the real effects of
credit-supply shocks in Denmark 1922-2011, European Review of
Economic History, Vol. 16(4), pp. 490-510. (ISSN 1361-4916)

99 Abildgren, Kim. 2014b. Far out in the tails - The historical distribu-
tions of macro-financial risk factors in Denmark, Danish Journal of
Economics (Nationalekonomisk Tidsskrift), Vol. 152(1), pp. 1-31.
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to assess the robustness of the financial system
against adverse shocks to the macro economy,
and they usually serve as the basis for discussions
and actions on potential threats to financial sta-
bility and as a framework for communicating such
risks. There is therefore also a huge focus on refin-
ing and expanding the range of approaches used
for macro stress testing among financial regula-
tors and central banks. Better stress tests have the
potential to improve the basis for assessment of
financial stability and the need for macro-pruden-
tial regulations.

With hindsight, it has become clear that the macro
stress tests used by the authorities in many countries
prior to the most recent financial crisis did not pay
sufficient attention to low-probability but high-con-
sequence scenarios.

Economic history is rich on extreme events which
is illustrated in this article by taking a closer look
atthe frequency and magnitude of extreme events
in the economic history of Denmark on the basis
of a new comprehensive data set with long-span
time series on macro-financial risk factors at an
annual frequency compiled by the authors. The
article suggests using distributions of macro-fi-
nancial risk factors based on long-span historical
time series as inspiration in relation to low-proba-
bility scenarios in macro stress tests.

However, all approaches usually have pros and cons.
The article therefore discusses a number of challeng-
es and limitations that are related to the use of long-
span historical time series as inspiration in relation to
low-probability scenarios. Perhaps the most impor-
tant contribution from analyses of distributions of
macro-financial risk factors based on long-span his-
torical time series is that they serve as a memory of
the past. They remind us that extreme events might
occur more often than we would think, if we only
relied on historical experiences from relative short
data samples.

Balance sheets, credit and pubic
finance'®

To date projects related to historical national-ac-
counts have - both in Denmark and international-
ly - only focused on the real side of the economy.
This article presents a first attempt to construct a
set of annual financial-account stock data for Den-
mark 1875-2005. Previously consistent time series
of annual financial account stock data for Denmark
have only been available for the period since end-
1994. Furthermore, the article addresses some of
the more methodological and conceptual aspects of
using financial accounts as a framework for organisa-
tion of historical financial statistics.

The annual financial-account data constructed in the
article are based on a comprehensive range of histori-
calfinancial statistics. The data presented are broken
down by 8 institutional sectors (central bank; depos-
it banks; mortgage banks; life-insurance companies
and pension funds; investment associations; central
government; other residents; and non-residents)
and 6 main types of financial instruments (gold and
SDR; currency; loans and deposits; bonds, shares and
mutual funds shares; insurance technical reserves;
and capital and reserves).

The overall conclusion in the article is that financial
accounts constitute a useful framework for organ-
ising and analysing financial data even when data
sources are somewhat fragmented and sparse,
which is often the case in relation to historical finan-
cial statistics. Financial accounts can be useful in an
attempt to paint a more coherent picture of the his-
torical development of the financial system and the
financial structure. Utilising accounting identities
a system of financial accounts allows e.g. for the
compilation of the net financial asset position of the
non-financial private sector, even when no separate
balance-sheet statistic covers this sector. It would
therefore be interesting if future projects on historical
national accounts would make an attempt to cover

100 Abildgren, Kim. 2008a. A ‘First Go’ on Financial Accounts for Den-
mark 1875-2005, Scandinavian Economic History Review, Vol. 56(2),
pp. 103-121.
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long-span time series of both real-economy accounts
as well as financial accounts stock- and flow-data.**

The article explores the trends and cycles in credit
over the past six decades or so based on new annual
time series data on credit to Danish residents
by sector and industry 1951-2008 constructed by
the author.

The article finds a structural shift in the relation-
ship between growth in real credit and econom-
ic activity around 1980. In the post-1980 period
characterised by increased influence from market
forces due to financial liberalisation and inter-
nationalisation the swings in real credit growth
have been substantial relative to the economic
activity compared to the pre-1980 period where
credit rationing and exchange controls served
as important economic-policy instruments. The
house price development seems to have played
an important role for the credit dynamics.

Furthermore, according to the analysis there
seems to have been a shift over time in the short-
term cyclical behaviour of credit to firms. Real
commercial credit was contemporaneous with
private sector real GDP in the pre-1980 period
but has lagged the business cycle with one year
in the post-1980 period. This might reflect the
more restricted access to credit in the pre-1980
period. Firms take their intertemporal decisions
regarding real investments and financing simul-
taneously. Credit rationing and exchange con-
trols in the pre-1980 period might therefore have
provided an incentive for firms to raise loans at
an early stage in the business cycle in order to be
sure to have command over the funding neces-
sary for their planned investments.

Another possible explanation suggested in the
article is the increased significance of commer-
cial and industrial foundations in the Danish

101 Abildgren, Kim. 2009a. Credit Dynamics in Denmark since World
War Il, Danish Journal of Economics (Nationalgkonomisk Tidss-
krift), Vol. 147(1), pp. 89-119.
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economy. Industrial foundations might be seen
as ‘patient owners’ without an urgent need for
return on equity. In step with the increased cap-
ital accumulation in those foundations it might
have been possible for Danish firms to finance
larger shares of their fixed investments in the
initial stages of an upturn with own funds from
retained earnings rather than loans from domes-
tic and foreign credit institutes.'®

This article analyses the cyclical impact on the gener-
al government budget balance based on new annual
time series data on Danish general-government net
lending since 1875 constructed by the author. Previ-
ously consistent time series on the general govern-
ment’s net lending have only been available for Den-
mark since 1971.

The analysis indicates that the cyclical impact has
increased over time in step with the increased level of
automatic stabilisers in the economy (i.e. increased
tax rate and unemployment benefit compensation
rate). However, the cyclical impact on the general
government budget balance seems most often to
have been relatively modest compared to the impact
from non-cyclical factors (i.e. discretionary chang-
es in fiscal policy and changes from extraordinary or
structural factors).

Even though Denmark today has one of the larg-
est public sectors in Europe, relatively speaking, the
Danish general government’s deficit has only signifi-
cantly exceeded 3 per cent of GDP during World War
Il and in the early 1980s. However, the calculations
of the cyclical budget volatility also seem to suggest
that the cyclically adjusted budget balance has to be
in surplus in periods with strong economic growth if
the automatic stabilisers should be allowed to work
freely during a cyclical downturn without violating a
3-per-cent budget criteria (the reference value in the
Maastricht Treaty).

102 Abildgren, Kim. 2006. Estimates of the Danish general government
budget balance and the cyclical budget volatility 1875-2005, Dan-
ish Journal of Economics (Nationalekonomisk Tidsskrift), Vol. 144(3),
pp. 287-303.

75



eabh Prague archival workshop

Prices and wages'®

The article presents a consumer price index for Den-
mark 1502-2007 at an annual frequency compiled by
the author. Furthermore, the article discusses some
of the more conceptual issues relating to compila-
tion of historical price indices and the measurement
of inflation.

For the post-1815 period the CPI index is based on
existing figures whereas new data have been con-
structed for the pre-1815 period. Due to limited data
availability the CPI is based on ‘silver prices’ for the
period 1502-1640. Since the Danish currency depre-
ciated vis-a-vis silver during this period, the pre-1640
CPI figures clearly underestimate the actual level of
inflation.

Theinflation rate in the period since 1640 has on aver-
age been just below 2.0 per cent per annum. There
does not appear to have been a continuousrise in the
price level, but rather some periods with price-level
stability, some periods with low inflation, some peri-
ods where prices fell, and some periods with a strong
and more sustained inflation.

However, disregarding periods with actual war infla-
tion and the deflation during the first two decades
or so after the end of the Napoleonic Wars, there
seems only to have been one major exception from
the overall picture of price stability in the post-1640
period: The first four decades following the end of the
Second World War where inflation expectations lost
their anchor.**

This article presents new annual input-output based
time-series data for the underlying domestic inflation
in Denmark 1903-2002 compiled by the author and
analyses the inflationary development during the
last century. The data set is constructed by stripping
the development in the private consumption deflator

103 Abildgren, Kim. 2010. Consumer Prices in Denmark 1502-2007, Scan-
dinavian Economic
History Review, Vol. 58(1), pp. 2-24.

104 Abildgren, Kim. 2007. Input-Output Based Measures of Underlying
Domestic Inflation: Empirical Evidence from Denmark 1903-2002,
Economic Systems Research, Vol. 19(4), pp. 409-423.

of price increases caused by the direct and indirect
content of imports, indirect taxes and gross rents.
To the best of our knowledge such long time series
of input-output based underlying domestic inflation
have not previously been compiled for any other
country. The article also discusses a range of concep-
tualissues in relation to the interpretation and use of
input-output based domestic inflation measures.

The analysis seems to suggest that an input-output
based underlying inflation measure might paint a
fundamentally different picture of the inflationary
development than the private consumption defla-
tor in periods with large structural movements in the
relative prices or periods with high inflation volatili-
ty. The most marked example is the period 1973-1986
characterised by large increases in indirect taxes and
gross rents as well as a high and volatile element of
imported inflation due to large oil price movements
and frequent devaluations of the Danish krone.

Alow level of input-output based underlying inflation
does not necessary imply a low future level of infla-
tion. The input-output based measure of underlying
domestic inflation reflects the development in wages
and gross profit per produced unit in domestic goods
and services delivered for private consumption.
Atemporary drop in the level of underlying inflation,
e.g. around the second oil-price shock, may therefore
partly reflect a temporary squeeze of profit margins
that later get restored.

An input-output based underlying inflation measure
can provide insights into the inflation process that
are not easily uncovered from other economic indi-
cators. Despite the relatively comprehensive calcu-
lation procedure an input-output based measure of
underlying inflation can therefore be a useful supple-
ment to other types of information (e.g. the develop-
ment in wages, output gap etc.) in relation to both
an interpretation of the historical inflation develop-
ment and as an input into a broad assessment of the
current inflationary environment.
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However, input-output based measures of underly-
ing domestic inflation are on the other hand hardly
suitable to be used as the targeted measure of infla-
tion by inflation-targeting central banks. Not only
because of the high volatility in such inflation meas-
ures but also due to the relatively complicated calcu-
lation procedure which makes such inflation meas-
ures less transparent and therefore more difficult to
communicate to the general public than ‘headline’
inflation figures.}®

This article traces the possible links between the
monetary regime and the institutional setting of the
labour market in Denmark over the past 100 years
or so based on a new annual data set on the Danish
labour market 1875-2007 constructed by the author.

Theresults of the analysis seem to indicate that parts
of the labour market structure are endogenous. The
longest wage contract terms are found towards the
end of the pre-World War | Classical Gold Standard
period - characterised by price-level stability - and
during the period since the mid-1990s that has seen
a firm fixed exchange-rate policy and low and stable
inflation. The shortest contract lengths are observed
in the interwar period with high inflation volatility.
Inflation indexation of wages was used most exten-
sively in the Bretton Woods period and during the
soft peg period of the 1970s when inflation was high
and rising.

The degree of nominal wage rigidity in the economy
is therefore not necessarily approximately constant,
as it is otherwise assumed in many New Keynesi-
an models. Explicit modelling of the links between
the monetary regime and labour market structures
might be particularly important if such models are
to be used for analysis and comparison of alterna-
tive monetary regimes without being subject to the
Lucas critique.

105 Abildgren, Kim. 2009b. Monetary Regimes and the Endogeneity of
Labour Market Structures - Empirical Evidence from Denmark 1875-
2007, European Review of Economic History,

Vol. 13(2), pp. 199-218.
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Interest rates and exchange rates'’®
This brief article compiles a new data set on annual
interest rates in Denmark 1875-2003 and paints a
broad picture of the development in nominal and
real interest rates in Denmark since 1875, when the
krone was introduced as the Danish currency unit.

The new data set consists of three different short-
term interest-rate series (the official discount rate, the
private banks’ average deposit rate, and the market
rate of discount/money market rate) and two differ-
ent long-term interest-rate series (the government
bond yield and the yield on mortgage-credit bonds).

In the period 1875-1945 the average short-term and
long-term nominal interest-rate level was around
4 to 5 per cent per annum. There was an upward
trend in nominal interest rates during the 1960s
and 1970s, and long-term Danish government bond
yields reached a post-1875 all-time high of just above
22 per cent in 1982. The government debt increased
rapidly, and a fear that Denmark was on the verge of
‘state bankruptcy’ began to rise. In the beginning of
the 1980s the yield on long-term Danish government
bonds exceeded the yield on long-term Danish mort-
gage-credit bonds for the first time since the period
around World War I. This highlights the extent of the
crisis in the Danish economy. A switch towards a
more stability oriented economic policy in Denmark
- combined with the international decline of inflation
rates during the 1980s and the beginning of the 1990s
- caused a marked downward trend in both inflation
and nominal interest rates in Denmark. In 2003 the
Danish money market rate reached a post-1875 all-
time low.

Traditional measures of the ex-ante real inter-
est rate (nominal interest rate less contempora-
neous rate of inflation) show average short-term
and long-term real interest rates in Denmark
around 3 per cent per annum for the period since
1875. Furthermore, such calculations indicate

106 Abildgren, Kim. 2005a. Interest-Rate Development in Denmark 1875-
2003 - A Survey, Danish Journal of Economics (Nationalgkonomisk
Tidsskrift), Vol. 143(2), pp. 153-167.
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a rather high long-term real-interest-rate level
during the late 1980s and the first half of the 1990s.
However, the latter result might reflect a high degree
of persistence in inflation expectations.*’

The article offers an analysis on the empirical evi-
dence regarding long-run relative purchasing-pow-
er-parity (PPP) convergence based on a new annual
data set on real effective exchange-rate indices for
Denmark 1875-2002 compiled by the author. To the
best of our knowledge such long time series of real
effective exchange rates has not previously been con-
structed for other countries.

Two real effective krone-rate indices with respec-
tively wholesale prices and consumer prices used as
deflators are presented. All indices are constructed
as geometrically weighted chain indices with current
(i.e. annually updated) trade weights based on Den-
mark’s foreign trade in goods with 15 of its largest
trading partners. During each year in the period since
1875 these 15 countries accounted for at least 77 per
cent of Denmark’s total foreign trade in goods.

To avoid the risk of bias in the results due to outliers
around the German hyperinflation in the early 1920s,
the data sets are analysed for two separate sample
periods (1875-1913 and 1924-2002). The results of the
analysis based on univariate unit-root testing of the
real effective krone-rate index with wholesale prices
as the deflator support a hypothesis of long-run rela-
tive PPP convergence. Half-lives of real exchange rate
shocks are estimated to around 4 years in the post-
1923 period and 2 years in the pre-1914 Classical Gold
Standard period.

The fastest mean reversions towards relative PPP
seem to have occurred in those periods where Den-
mark has pursued a fixed-exchange-rate policy vis-
a-vis the majority of its trading partners and thus in
those periods with the lowest volatility in the nominal
effective krone rate. These results might reflect that

107 Abildgren, Kim. 2005b. Real Effective Exchange Rates and Purchas-
ing-Power-parity Convergence: Empirical Evidence for Denmark, 1875-
2002, Scandinavian Economic History Review, Vol. 53(3), pp. 58-70.

a low level of nominal exchange-rate volatility facili-
tates cross-border goods-market arbitrage and there-
by supports relative PPP convergence. However, it
might also reflect that in order to maintain a credible
fixed-exchange-rate regime the domestic price and
wage development has in general to be in line with
that of the currency anchor. A stationary index for the
real exchange rate could therefore also be the result
of domestic economic policies (i.e. fiscal policy and
other economic policies) and/or behaviour among
labour market partners supporting the requirements
for maintaining a fixed-exchange-rate regime.*®

The article offers an account of the Danish road to
free cross-border portfolio flows and pure exchange-
rate targeting since the breakdown of the Bretton
Woods system, and analyses the short-term relation-
ship between capital flows related to portfolio invest-
ments and changes in the Danish nominal krone rate
vis-a-vis the euro (D-mark prior to 1999) utilising a
data set on monthly private cross-border portfolio
gross and net flows to and from Denmark 1984-2004
constructed by the author.

The main finding is that portfolio investments are
important to short-term exchange rate determination
and that the sign of the estimated effect is as expect-
ed: net inflows of capital strengthen the exchange
rate. This result is robust to a division of the data
sample into sub-periods as well as to an inclusion
of central-bank intervention in the foreign-exchange
market and changes in the short-term interest-rate
spread vis-a-vis the currency anchor as endoge-
nous explanatory variables. Portfolio flows in Danish
bonds appear to be driving the results prior to the
introduction of the euro. Since then the main driver
has been portfolio investments in foreign shares.

Over time there appears to have been a declining
effect on the krone-rate from portfolio flows which

108 Abildgren, Kim. 2008b. Short-term impacts on exchange rates from
portfolio flows to and
from Denmark 1984-2004, Danish Journal of Economics (Nation-
alekonomisk Tidsskrift),
Vol. 146(2), pp. 156-177.
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might be seen as the result of increased credibility of
the Danish exchange-rate peg.*®

The article takes a closer look at the frequency
distribution of nominal price changes in the for-
eign exchange markets for a sample of 10 Euro-
pean exchange-rate pairs since 1740. As basis for
the analysis the article compiles a new set with
quarterly bilateral nominal exchange rates for
ten European exchange-rate pairs spanning the
period 1740-2012. This is the first study on nomi-
nal exchange-rate changes for a large number of
exchange-rate pairs based on quarterly data for
spanning almost three centuries.

The article finds 2-7 occurrences of quarterly chang-
es in the exchange rates during the past 273 years,
which are larger than eight standard deviations
from the mean (a so-called 8-sigma event). This
clearly illustrates the well-known fact that quarter-
ly nominal exchange-price changes are far from fol-
lowing a normal distribution. An 8-sigma event can
only be expected to occur once every 2.009E+14
years under the normal distribution.!*® To put this
figure in perspective it can be noted that the period
that has elapsed since the ‘Big Bang’ of the Universe
is approximately 13.82 billion (1.382E+10) years.

The fat-tailed nature of quarterly nominal exchange-
rate changes seems to a large extent to be the result
of structural breaks caused by extreme economic
events such as changes of exchange-rate regimes,
banking crises, wars, episodes of high inflation or
hyperinflation etc. The analysis clearly illustrates
the risk of seriously underestimating the probabil-
ity and magnitude of tail events when frequency
distributions of nominal exchange-rate changes are
assumed fixed and assessed on the basis of fairly
short historical data samples without taking into
account the possibility of structural breaks.

109 Abildgren, Kim. 2014a. Tail events in the FX markets since 1740,
Journal of Risk Finance, Vol. 15(3), pp. 294-311.

110 Scientific notation, i.e. 2.009E+14 means 2.009 times ten raised
to the power of 14 (2.009x10145).
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The article suggests that financial institutions and
regulators should have an eye for the long-term his-
torical perspective when designing sensitivity tests or
‘worst case’ scenarios in relation to risk assessments
and stress tests.

Final remarks and scope for further
research

A collection of historical statistics as the one present-
ed in this paper can never be regarded as stationary.
The arrival of new historical studies based on archive
material might allow for revisions and improvements
of existing historical time series and the construction
of data sets within new areas or for time periods not
yet covered. Furthermore, the introduction of new
definitions and compilation methods in contempo-
rary statistics often call for the reconstruction of exist-
ing collections of historical statistics.

The compilation and reconstruction of high-quality
historical statistics is a time-consuming exercise that
requires a thorough knowledge of the economic-his-
torical development in order to deal with the large
number of judgements and estimations that implic-
itly or explicitly have to be made in order to overcome
problems with missing observations, incomplete
coverage and sampling biases, changes in compi-
lation methods and statistical classifications etc. It
can, however, be difficult to find journals that are
interested in publishing works that mainly focus on
compilation and reconstruction of economic-histori-
cal data, especially data sets that are only related to
a small country like Denmark. Within many sciences
such as geoscience, ecology, biology, chemistry and
physics there exist a range of so-called data journals
that publish high-quality peer-reviewed papers doc-
umenting new research data sets by describing the
details of collection, sources and compilation meth-
ods, quality assessments, file formats, etc. The goal
of these journals is to make new data sets available
to a wider research audience and at the same time
give credit to the creators of the data sets for their
effort without any requirements of novel analyti-
cal applications of the data. Unfortunately such
journals are not yet available within the fields
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of economics and economic history. The emer-
gence of such journals could stimulate future
generations of economists and historians to allo-
cate the time and effort that is required to meet
the challenges associated with compilation of
economic-historical data sets.
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Concluding remarks Inflation:
Does it still matter today?

Aurel Schubert'*

Thanks to the organisers for inviting me to this inter-
esting workshop.

As someone in charge of Statistics at the European
Central Bank (ECB), | am not an archivist but | pro-
duce (some of) the material which you will be archiv-
ingin the future.

Jakub had started the workshop with two quotes,
one from Josef Stalin and one from Joseph Schum-
peter. | want to start my remarks also with a quote,
not from a blood-thirsty dictator but (also) from a
visionary economist. | want to quote and thus pay
tribute to one of the founding fathers of the Euro, the
Hungarian-born Baron Alexandre Lamfalussy, who
passed away in May 2015.

As he said in 1996 in the context of the preparations
for the European Monetary Union, Nothing is more
important for monetary policy than good statistics’ |
consider this as a very fitting motto for this workshop.

Good statistics are a necessary but by no means suffi-
cient precondition for good policy making, not only in
the area of monetary policy but also for financial sta-
bility or for banking supervision - all tasks of the ECB.

But no good data without good meta-data. These
are like Siamese twins. Data always need to be
accompanied by good and comprehensive meta-da-
ta, so that users and analysts understand what the
dataincludes or does not include.

111 European Central Bank

But Lamfalussy said more: data is not only important
for decision making but also to monitor the effects of
the policy making, and also for explaining the deci-
sions, i.e. for communication purposes.

There are three sides to the policy triangle, data
(with meta-data), research and analysis, and policy
making. But policy making generates new realities
and with that new data, creating a feedback loop
back to policy making.

Good examples for the communication aspect of data
are the press conferences of the ECB President every
six weeks right after the monetary policy meetings of
the ECB s Governing Council. There, data, new eco-
nomic data, play an important role in the explanation
and justification of the respective policy decisions.

And Lamfalussy also said that if people cannot check
and understand decisions with data, policy makers will
lose credibility and trust. And credibility and trust are
crucial for policy making just as well as for statistics.

But we should not forget that, due to the power of
data, control of the data production and dissemina-
tionis also power. Thereis a big and tempting poten-
tial to misuse data for (political) propaganda purpos-
es, as a weapon in propaganda fights.

Most of these aspects of statistics have been
addressed or are reflected in the papers presented
at this workshop.

I enjoyed reading and listening to all of them and |
have great respect for the impressive amount of
work done by the authors and presenters.
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Let me provide some specific comments on

the papers:

The compilation of historical economic and finan-
cial data is fundamental for economic research
and policy making The contributions collected in
this volume, focusing on the creation of such data
collections and on their use, have provided a nice
historical perspective on the building up of histor-
ical data collections as well as a couple of illustra-
tive examples of their use.

Furthermore, they serve as good demonstrations of
theimportant work undertaken in these areas in both
academia and by Central Banks.

On the origins of data collection
Chapters 1 and 3 of this volume give deep insights
into the origins of regular research work performed
by institutions like the Slovak National Bank and
Spanish financial institutions, and highlight the goals
achieved despite a sometimes unfavourable external
environment. The lack of human resources, scarcity
of data sources and political instability put these pio-
neering works in a sharp contrast with the methods
currently applied for data collection and analysis.

However, in spite of past data limitations, there are
still lessons that can be learned from the past. Hence
leading research institutions, like the FED and the BIS,
make substantial efforts to gather past data, regard-
less of constraints as regards its availability (chapters
2 and 4). As these data cannot be interpreted without
reference to the historical context, the collection of
the corresponding metadata is also important and
carried out with dedication.

In this context, it is worth mentioning the work of the
Irving Fisher Committee on Central Bank Statistics
(IFC). The IFC is a forum of central bank economists
and statisticians, as well as others who want to par-
ticipate in discussing statistical issues of interest
to central banks. The IFC is established and gov-
erned by the international central banking com-
munity and operates under the auspices of the
BIS. The IFC has adopted the name of Irving Fisher

(1867-1947), an internationally renowned econ-
omist and statistician, for his work on economic
measurement and many other topics related to
monetary and financial stability of interest to cen-
tral banks. His wide-ranging contributions to eco-
nomics and statistics and his multi-disciplinary
approach serve as an example for the IFC‘s objec-
tives and activities, and for central banking statis-
ticsin general.

Among many challenges in the area of statistical work,
changes over time in statistical concepts and meth-
ods and the standardisation of multi-national data
sets, require specific expertise and dedicated efforts.

As exemplified today, Central Banks and Statistical
Institutes can provide an important contribution in
this field. This holds also for recent efforts in the field
of data collection by Central Banks, in particular for
financial stability purposes.

New ways of using data collections

The compilation of historical data is crucial for
research purposes, in particular in terms of cycli-
cal analyses. This task is successfully undertaken by
international institutions like the BIS and the ECB,
which compile long time-series for the analysis of eco-
nomic developments with a long-term perspective.
When used together with archival information, like
the one stored within the FED information preserva-
tion project, these series increase the understanding
of the economic processes and thus also contribute
to enhance future policy-making.

For instance, recently, benchmarking of ups and
downs in the macro-economy and of financial mar-
kets with historical developments has become an
important tool for identifying similarities and differ-
ences with respect to causes and driving factors of
economic and financial crises.

However, as it is clearly implied by the South-East
European Monetary History Network (SEEMHN) pro-
ject (chapter 5), the success in compilation and col-
lection of past data requires understanding of past
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standards and institutions. Only when having meth-
odological changes closely scrutinised, is it possible
to obtain such impressively long time series as have
been complied by the Bank of England in good quality.

Finally, let me address four aspects that | think are
particularly important when discussing the compila-
tion and use of data collections:

1. Meta-data

These are crucial for a right understanding and policy
use of data, also in order to avoid misunderstandings
and misinterpretations. Questions like: How have the
data been compiled? Whatis the geographical scope?
come to my mind in the context of today "s presenta-
tions. Unfortunately, there is a tendency that too little
attention is paid to comprehensive and up-to-date
meta-data, or the efforts needed are crowded-out
by more urgent tasks. Linked to this issue is also the
increasingly important question of standardisation.
Special attention needs to be paid to these issues.

2. Quality of data

We at the ECB spend very large efforts of assuring
the quality of the data. Bad quality can easily lead
to wrong decisions. Concerns and doubts about the
quality of the data can have very negative effects on
the credibility of the data producers. Quality reports,
quality commitments and quality audits are tools to
create and maintain confidence and trust.

3. Falsification of data

(actual, perceived or claimed)

The issue was mentioned in the Slovak paper (chap-
ter 1) with respect to the times of World War Il but it
is an eternally important question, again today. Just
to mention two recent known and well documented
cases of political manipulations of data, Argentina
and its inflation rate (The ‘ K-Index’), and Greece and
its fiscal numbers, especially during the years up to
2008/2009. Things go even so far in Greece, that the
first person that tried to compute the numbers cor-
rectly and to publish them faces criminal investiga-
tions. It can be personally very dangerous to produce
correct statistics if they are politically not opportune.
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Doing your job right might be dangerous to your
health. Something, we also heard about in the Slovak
paper. Also the Argentinian and the Greek episodes of
falsification will be rather sad but no doubt interest-
ing research topics for future researchers.

4. Trend towards Microdata

The increasing heterogeneity of our economies and
societies shows the limits of relevance of aggre-
gated statistics (averages). Distributional informa-
tion is also required in order to give policy making
the relevant information. In order to cater for this
need, statisticians increasingly start collecting
micro- or granular data, e.g. transaction level data,
instrument level data, or data on individual eco-
nomic agents. Examples are for instance the data
generated by the EMIR-Regulation on derivatives
trades, or the Money Market Statistical reporting
(MMSR) of the European Central Bank. These mas-
sive amounts of data - EMIR created already several
billion data points within its first year - will create
new challenges for future archives and archivists. It is
importantto be prepared for his data deluge early on.

To summarise

Producing statistics is a core task of modern central
banks, not just a support function for policy making.
That is also why most central banks have now a sepa-
rate statistics department, independent from econom-
ics or research. Central banks have the comparative
advantage for all data on the financial sector but they
also use a lot of other data for, what we call today, evi-
dence based policy making. Producing central banking
statistics is not ‘l‘art pour lart, it serves concrete infor-
mation and analysis needs for policy making. Policy
making without reliable data is like driving at high
speed in thick fog, possibly even without fog lights.

But central banks statistics are also a public good,
paid for by society and available to and accessible
for society. Therefore, statisticians perform a public
service, working in a very relevant field.

They should (be empowered to) keep up the
good work.
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