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On June 30th 2004, when the current Na-
tional Bank of Romania Act (312/2004) 
was published, it became an indepen-
dent public institution. The event was of 
historic importance for a country where, 

for more than a half a century, the central bank 
(named after the communist takeover the “RPR Bank 
– State Bank” and then “National Bank of the So-
cialist Republic of Romania”) had been subordinated 
to the Ministry of Finance (1948) and the Council of 
Ministers (1957). The adoption of this law marked the 
official acceptance of the idea that the independence 
of the central bank is needed in order for it to perform 
its specific functions in a modern market economy. 

The new law (the third one since 1989) was adopt-
ed with the purpose of harmonization of the nation-
al law, including the statute of the Central National 

Bank, with the Treaties and the Statutes of the Euro-
pean System of Central Banks (ESBC) and the Euro-
pean Central Bank. Thus, the Treaty on the Function-
ing of the European Union states (Art. 130): 

“When exercising the powers and carrying out the 
tasks and duties conferred upon them by the Treaties 
and the Statutes of the ESCB and of the ECB, nei-
ther the European Central Bank, nor a national cen-
tral bank, nor any member of their decision-making 
bodies shall seek or take instructions from Union in-
stitutions, bodies, offices or agencies, from any gov-
ernment of a Member State or from any other body. 
The Union institutions, bodies, offices or agencies 
and the governments of the Member States under-
take to respect this principle and not to seek to influ-
ence the members of the decision-making bodies of 
the European Central Bank or of the national central 
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banks in the performance of their tasks”.
This provision was transferred almost word for 

word in the Romanian Law: “When carrying out their 
tasks, the National Bank of Romania and the members 
of its decision-making bodies shall not seek or take 
instructions from public authorities or from any other 
institution or authority”. (Art. 3, Par. 1, 312/2004).

As circumstances allow

The idea of the independence of the National Bank 
of Romania (NBR) is now being raised by some 
members of Government and of Parliament, as well 
as by analysts and media channels. As long as the 
pro-European orientation of the Romanian society 
was very clear, inflation was reduced and the banks 
in Romania did not seem to be affected by the global 
financial crisis, exercising political pressures on the 
NBR was not only illogical, but also without an echo 
among the public opinion. Lately, when at EU and 
regional level the rise of some populist forces of the 
right took place, and imbalances re-emerged in Ro-
mania’s economy caused by the populist measures 
taken by the self-declared left-leaning government 
(budget deficit, inflation, deficit of the balance of pay-
ments with foreign countries, etc.), the attempts to 
point out the NBR as a scapegoat have multiplied. 

The problem is, that in order to correct these imbal-
ances, the monetary authority and the fiscal authority 
must cooperate, especially to allow the central bank 
to maintain a low interest rate, a stable exchange rate 
and, in extremis, the monetization of budget deficits. 

Referring to this last issue, it is noted that, even 
though the Treaty… (Art. 123), as well as the afore-
mentioned Romanian Law (Art. 7, Par. 2, 312/2004) 
forbid the NBR to purchase government securities 
directly from the issuers (primary market) or to pro-
vide any type of credits to the state or its bodies 
(central and local authorities, autonomous compa-
nies, national societies, national companies and oth-
er companies with majority state ownership), it may 
acquire securities through the so-called “open-mar-
ket” operations, which is the equivalent to the mon-
etary financing of the budget deficit. Also, because it 
provides credits to the commercial banks under uni-
lateral conditions (volume, interest rate, dead-lines, 
guarantees), the NBR influences the capacity of the 
commercial bank sector to provide, in turn, loans to 
the state. Finally, 80% of NBR’s net profit is paid to 
the state budget (seigniorage). But, in a tense polit-

ical atmosphere, cooperation in all these areas be-
tween the two authorities (monetary and fiscal) is dif-
ficult, and attacks on the independence of the central 
bank may be an obstacle rather than a way to solve 
the financial issues of the state. 

Policy troubles 

The NBR’s independence was easier to defend, 
given that, as a member of the ESCB, its fundamen-
tal objective was limited to ensuring and maintaining 
price stability. So, like other central banks of the EU 
Member States, which do not belong to the Euro-
zone, the NBR adopted in August 2005 the monetary 
policy strategy called “inflation targeting”, the main 
feature of which being the public announcement 
of an official inflation rate target (range of variation) 
that is valid for one or more periods, alongside the 
explicit proclamation of reducing the inflation and 
maintaining it at low levels – as the main objective 
for the long-term monetary policy. Other important 
features of this monetary policy strategy are the in-
dependence and public responsibility of the central 
bank and its intense efforts to present to the public 
its objectives and plans. 

After the secrecy of Ceauşescu regime, Romania 
adopted the transparency of decisions of monetary 
policy, characteristic to “inflation targeting”. The NBR 
started to provide to the public an important and un-
precedented amount of information. The mystery 
that surrounded for so long the activity of this institu-
tion was largely removed, and the independent an-
alysts and the public opinion were able to properly 
evaluate the capacity of the central bank to deliver 
on its objectives. Although during 2005-2013 the an-
nual inflation targets were not reached, the overruns 
were generally small and caused by factors other 
than monetary ones, which meant that the social ef-
fects of the NBR’s monetary policy of the last decade 
were largely beneficial. The soundness of this policy 
became obvious during 2014-2016, when not only 
were inflation targets reached, but the inflation rate 
became negative, without the economy falling into 
deflation. Under these circumstances, the NBR was 
able to argue that the monetary policy and, in gen-
eral, its activity contribute to ensuring monetary and 
financial stability, to the normal functioning of the 
economy and to achieving the government’s objec-
tives. However, after the global financial crisis em-
phasized the dangers of strictly separating monetary 

The idea of independence for central banks that are 
also called to help certain (financially undisciplined and  
highly indebted) financial institutions or governments 

has become a politically sensitive issue.
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aligned the regulations of depositor insurance to 
European standards, promoted legislation regard-
ing recovery and “resolution” of credit institutions 
and investment firms and also testing the stress re-
sistance of the banking system. An important step 
was adopting the “Early Warning System for Finan-
cial Crises – Financial Stability Indicators”. These 
are just some of the developments.

Although the banks in Romania did not have 
troubles comparable to foreign large banks (Fortis, 
Lehman Brothers, Icelandic Banks, the Anglo-Irish 
Bank), the public space continued to seethe with 
ungrounded and unfair accusations towards the 
NBR and its relation to the commercial banks. For 
example, the legal initiative known as “pay-as-you-
go” gave rise to numerous accusations from which 
populist, demagogic, conspiratorial, anti-capitalist 
and anti-Western tendencies were not missing, as 
well as protests in front of the NBR headquarters, at-
tacks against the Governor, etc. Similar allegations 
targeted the “Financial Supervisory Authority” and 
its President.

The NBR’s independence became even more dif-
ficult to defend when in Romania a somewhat sur-
prising revitalization of the slogan “non-interference 
in internal affairs” took place that was a throwback 
to Ceauşescu’s propaganda and its effects on the 
collective mentality to justify the country’s isola-
tion against the West, but also the East, which in 
the meantime became more reformist than the Bu-
charest regime. This slogan has become again the 
favourite cliché of the defenders of a fake national 
sovereignty, understood as a right not to comply 
with the international and European rules, norms 
and standards and to reject the external monitoring 
of their application. 

In this political atmosphere, the NBR is being at-
tacked for a number of absolutely imaginary rea-
sons: that it has pushed the economy into reces-

policy and fiscal policy, the major central banks of 
the world – including the ECB – have assumed addi-
tional responsibilities. Mainly, they concerned ensur-
ing financial stability and, in some cases, attempting 
the re-launch of economic growth and improving the 
employment situation. However, the decision wheth-
er to save a certain financial institution, regardless 
if it is taken to ensure the systemic stability or from 
any other reasons, has visible consequences for the 
individual investors, but also for the simple citizens. 
This is also true for “unconventional” central bank 
interventions for quantitative easing, interventions 
made through operations conducted directly on the 
market bonds issued by enterprises, the mortgage 
market, government securities issued by some gov-
ernments, etc. Therefore, the idea of independence 
of a central bank that obviously helps certain specific 
financial institutions or some governments that have 
not respected the financial discipline and because of 
this they have high debts – at a time when society as 
a whole suffers an unprecedented economic crisis – 
has become a politically sensitive issue. 

The result was the change of the operational 
framework of the central banks (objectives, attribu-
tions, instruments, etc.), in the sense that, without 
being side-lines from the task of controlling mone-
tary stability, central banks have been empowered to 
deal with financial stability and potentially economic 
growth and employment. Thus, at the G20 Summit of 
Toronto, in June 2010, it was decided to create a new 
framework for crisis prevention and management, 
in which the authorities should have the necessary 
competencies and instruments needed to restruc-
ture and solve the problems of all types of financial 
institutions during a crisis, with the minimization of 
costs for taxpayers. In turn, the European Parliament 
has adopted an entire legislative package (six-pack) 
aimed to identify and correct macroeconomic and 
fiscal imbalances, and the European Commission 
has developed a European crisis management 
framework for the financial sector (EU Framework for 
Crisis Management in the Financial Sector). 

Brave new world

In line with Romania’s obligations to the IMF and 
the EU, the NBR assumed the task of macro-pru-
dential supervision of the banking system and pro-
moted a series of regulations meant to increase the 
financial stability. It created the “Credit Risk Center”, 

In line with Romania’s obligations to the IMF and the 
EU, the NBR assumed the task of macro-prudential su-
pervision of the banking system and promoted a series of 

regulations meant to increase the financial stability.
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sion; that it was the only central bank that increased 
the interest rates during a crisis period; that it has 
blocked lending to the economy; that it manipulates 
the exchange rate to pressure the government; that 
it did not prevent banks from transferring their profits 
abroad, etc. Thus, the Prime Minister has stated sev-
eral times that the NBR is “a structure of gods that 
are concerned only with their own existence”, that 
“our colleagues […] from the NBR have been away 
from the levers, because this was the NBR’s role – 
not to let the interbank interest rate grow and not to 
let some actors run amok”; that the “NBR should 
have been more careful” regarding the banks that 
reported no profit and to warn about this; that “he 
had unpleasant experiences with the banks and 
he refuses to put his salary on a card, so that the 
bank would not benefit from a commission on each 
withdrawal”, etc. Probably concerned by their lack 
of performance and the public’s reaction to other 
political decisions that they already have taken or 
plan to, the Government tries, therefore, to regain 
the right to control the central bank, hoping that if 
they take back the “money printing machine”, they 
will solve their own problems more easily. 

But to compromise the NBR’s independence to 
make it politically accountable means thus “throw-
ing the baby out with the bathwater”. Creating and 
implementing a monetary policy is a very complex 
technical process, and to let this action in the hands 
of politicians is just as imprudent as giving them a 
bomb on a timer. The reason is that, in a democrat-
ic political system, the politicians are constrained by 
political mechanisms to try to create inflation, in order 
to satisfy, in the short-term, the electorate, and thus 
to increase their chances to be re-elected. Hence the 
conceivable need for the legal statute of the central 
bank to ensure its independence against the political 
sphere and, above all, against the executive power. 

How to avert the capture

The literature has shown that a way for today’s 
central banks to maintain their independence is to 
abandon the macro and micro-prudential policy 
and to give up on purchasing government secu-
rities, even from the secondary market. However, 
an important conclusion is to be drawn from the 
analysis of the recent financial crisis that the mon-
etary stability is closely linked to the financial sta-
bility, and the policies in these two areas can be 
more effectively coordinated if those attributions 
are shared by the same institution, even if they are 
exercised by different departments. From this angle 
and taking into consideration the inflationary ten-
sions that have begun to reappear in Romania, it is 
almost certain that, if they are going to amplify, the 
NBR will be forced by circumstances to increase 
the monetary policy interest rate, which will have 
consequences on the financial stability and the real 
economy.

The NBR can defend itself against these count-
less accusations by increasing its transparency. 
The Council of Administration has recently tak-
en the inspired decision to publish the minutes 
of its meetings and go even further in this direc-
tion by publishing its members’ votes on various 
macro-prudential policy decisions that are on their 
agenda. Also, the NBR can revitalize the practice 
of colloquia and symposia, can accelerate and in-
crease its educational programs, can make its pub-
lications available to independent professionals, 
increase the number of conferences, press state-
ments, interviews and, generally, it can improve the 
way it presents its activity to the open public. It can 
also explicitly recognize the right of political parties 
to appoint their own representatives in the Council 
of Administration and to set the objectives that they 
should pursue. 

Finally, to help shape the opinions of politicians, 
analysts, journalists, etc., the NBR can better ex-
plain how its cooperation with international finan-
cial-monetary bodies and with central banks of 
other countries supports the real national interest. 
It can provide more details regarding the norms, 
rules, standards, verifying procedures of these or-
ganizations, the external contacts of the persons 
with leading positions, the participation of NBR 
specialists to various committees and teams set up 
at IMF and ECB level, etc. 

The NBR’s independence became even more diffi-
cult to defend when in Romania a somewhat sur-
prising revitalization of the slogan “non-interference 

in internal affairs” took place.
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The NaTioNal BaNk: STarched iNdeed,

STill NoT aS SeparaTe aS Self-aSSerTed

Reaction to the article  
„The National Bank on Trial”* * *

As much as I can be brief, I am submitting 
to the reader’s attention a response to the 
article “The National Bank on Trial”. If this 
reaction simply serves to prolong a de-
bate that Prof. Cerna has engaged in on 

similar topics in previous articles, which I have read 
with the same interest as this one, then it is for the 
best; I will also refer towards them. As I am suspect-
ing the reader has guessed, Prof. Cerna’s claims are 
not exactly “to my taste”, which is why I am penning 
this response.

Not standing apart

Firstly, I do not agree with the logic of the para-
digm in which the arguments were submitted. It 
is, without any intention of such, one perverted by 
the very political environment in which the Profes-
sor sees today the insidious if not outright demonic 
adversary of the NBR’s independence. I am talking 
about the intention – successfully materialized by 

the normative, ideological factor – of transforming 
the economic and social actors with a major role in 
societal management, beginning with the State itself 
(the Government), in abstract entities. They would 
have an autonomous existence beyond the welfare 
of the citizens who actually designed and endowed 
them as instruments. The central bank, generically 
speaking, did not escape this process. As an orga-
nization (administrative structure) with a powerful 
institutional burden (a sum of rules and practices 
that, often, define it and emphasize its specificity), it 
links its history to that of money. In its creation and 
placement in the economic game, there was some-
thing objective and legal. The trends of economic 
development and dynamics gave it two reasons for 
being: 1) the need to manage the flow of money, 
“reminding it”, with obstinacy, that its primary func-
tion is the standard of value; 2) to replace, by means 
of good practices, an odious institution of early capi-
talism, the loan-shark. 

With this in mind, the slippages that occurred, 

Ioan Pohoaţã
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which were severe and, in inexcusable manner, 
eventually regarded as normal by the economic 
theory and practice, were not alien to the “bless-
ing” of the bank. Here are just a few, representa-
tive examples. Transforming money from a means 
of measurement into one of exchange, via Keynes, 
opened wide the gates for lax standards for mon-
ey creation, unrelated to realistic values that this 
money, with a grounding in nothing, had to express. 
We know many economists who have argued that 
such practice induces the recurrence of big crises. 
In reply, how many central banks opposed, and still 
oppose this “unconventional craft”? They do not 
oppose, because it is convenient for them to forget 
why they were established! A different role which 
they have “assumed” (or “were empowered” to per-
form – let us remember by whom) – to employ the 
same expression as Prof. Cerna – was more appeal-
ing – to become a “lender of last resort”. They were 
invited to this devilish dance by an equal partner: 
the state/government as a “saviour of last resort”. 
Prof. Cerna argued in a previous article that central 
banking appeared in order to be “lenders of last 
resort”. Allow me to claim that regardless of what 
textbook arguments, even Nobel-worthy ones, hold, 
the simple logic of the basic classroom argument 
contradicts it. Moreover, such an assertion is a clear 
defiance of the logic of the market; an institution 
that has also emerged, legally and objectively, at 
the confluence of two fundamental economic facts 
– labour division and human cooperation – and not 
through a law-making process. If, at the end of the 
road, regardless of the way and severity with which 
someone breaks the rules, come two super-bodies 
to save that someone, is there room left for the insti-
tution of bankruptcy? Do we still have to learn that, 
without the latter institution and its sanitary role, the 
market is filled with miscreants who dangerously 
grow until they become “too big to fail”? The fact 
that the social pressure, to which the central bank is 
not a stranger causally, engages in such salvaging 
interventions for the good of the many belongs to 
the area of “soft” causality, with little rigor and a lot of 
political and bureaucratic hustle and bustle.

Exceeding bounds

So far, the central or mega-central bank, whose 
independence Prof. Cerna is defending, has itself 

exceeded the bounds of its own function. It wanted 
and enjoyed being “something else”. And it did so 
mimetically, taking the lead after its “fiancé” – the 
State. This trajectory was not displeasing to Moloch 
– it wanted to be a free-standing entity, rather than 
an instrument for the use of the citizenry. 

Secondly, but connected to all of the above, in-
dependence is not something to be required, but 
stated. And the central bank, even in Romanian 
clothes, is placed, through the will of the monetary 
history, “at the center”. It has a privileged status, 
from where derives the natural temptation of self-in-
flating its importance and functions! Prof. Cerna de-
fended something that needed no defense on either 
his part, or mine. The NBR is strong, so it must be, 
and is too solid for its statute to be “questioned” by 
more or less well-informed voices. It enjoys, as the 
Professor states in a previous article, “an indepen-
dence unprecedented in its entire history of over 130 
years”. Why disturb its peace? Does it look like it is 
“on a prosecution bench”? Besides, criticism is a 
cleansing act – let its sins be brushed away through 
it, if there are any. 

Thirdly, and I hope all will agree with me, in an 
open and democratic society, only the citizens’ in-
dependence counts in itself. All expended efforts 
must apply to him and his welfare only, not by virtue 
of a narrow individualism but by the paradigm on 
which the civilized world is based. Economic, bud-
getary, monetary, etc. optimums, as well as the job 
description for actors such as the Presidency, the 
Government, the Parliament, the Bank, and the City-
Hall have the same lanyard – the citizen! By virtue 
of this principle, any other “independencies” are a 
priori suspicious. The proposition is especially im-
portant, as the very independence of the citizen is 
not absolute: he has rights, but also obligations. 

From what Prof. Cerna writes, it results that he 
argues for the NBR’s independence over the po-
litical factor, in this case the Government, which is 
motivated and inclined to put the electoral logic 
before the economic one. Apart from politicians, 
I am guessing nobody is arguing against this. I 
think we should clarify some specifications and 
nuances. Therefore, I think a technical and profes-
sional independence is acceptable and wanted. To 
accept that the workings of the institution belong 
to a pure-blooded, incontestable and irrepressible 
elite. From this point of view, I do not think there 

If, at the end of the road, regardless of the way and severity  
with which someone breaks the rules, come 
two super-bodies to save that someone, is there room left  

for the institution of bankruptcy? 
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is a real danger for the cession of monetary 
policy, or to leave the politicians with a ticking 
time-bomb. How many of the politicians Prof. 
Cerna refers to would take on such a task? 
The danger itself is imaginary.

Such a technical independence, as seen, 
is not satisfactory. Professor Cerna claims 
that “the global financial crisis emphasized 
the dangers of strictly separating monetary 
policy and fiscal policy”. There are basically 
interfering with each other. Hence, “an import-
ant conclusion is that … policies in these two 
areas can be more effectively coordinated if 
the respective attributions are given to the 
same institution, even if they are exercised by 
different departments”. It is no longer neces-
sary to specify which “empowered” institution 
Prof. Cerna is referring to. He finds it neces-
sary to state that the same shadowy context 
of the global crisis led to the change of the 
banks’ operational framework, adding to the 
list of “unconventional” operations, “ensuring 
financial stability and, eventually, economic 
growth and employment”. Like a student ea-
ger to push the understanding of things to the 
end, I ask Professor Cerna to enlighten me on 
what else the Government of a country does, 
even in Romania, if the job description of the 
central bank lurches from the monetary poli-
cy towards fiscal policy, economic growth and 
employment.

Or, let us look at things from another per-
spective. If the monetary domain is a piece 
of a whole working in concert, how do we 
conceive its functional autonomy and total 
independence? How is a detachment from 
the whole possible? It can be seen that Prof. 
Cerna, in this instance, does not argue with 
clear language to that point, he merely “sug-
gests” – for the good of the nation in achiev-
ing “mostly beneficial” effects – that the exten-
sion of NBR’s attributes is welcome in areas 
that conventionally do not belong to it. Hon-
estly, I wish that this were the case. With pro-
fessionals, like those who manage a national 
bank, the chances of good governance would 
be significantly higher. However, I know that 
governance is and will be condemned to be 
eminently political. I repress, therefore, this 
desire, being convinced that setting the cen-

tral bank to the economy’s steering wheel is too 
good to be possible. Article 130 of the “Treaty on 
the Functioning of the European Union” proves 
Prof. Cerna right. The NBR, in agreement with 
the ECB and the ESCB, “cannot request, nor ac-
cept instructions from anyone”. I ask him if the 
accountability to the Parliament does not mean a 
violation of this law.

A house divided

There is a direction from which we can analyse the 
subject in discussion. Is it logical, natural, normal, 
etc. to claim independence, since the money of oth-
ers is being managed? Professor Cerna suggests 
it is, though my first instinct is to disagree. Maybe 
it is just as “normal” as civil servants deciding and 
spending from a collective purse and without any 
personal risk; serving the “public interest with other 
people’s money”, as James Buchanan said. 

On the whole, I do not think that the NBR or any oth-
er central bank, likewise the Presidency, the Govern-
ment, the Parliament, etc., are “on their own”! They 
have to answer to someone about their entrusted 
mission, and that someone is the citizen. To involve 
the Parliament in this equation is the first solution at 
hand, through representative mechanisms. Never-
theless, it is not enough. The direct relationship with 
the citizen and, why not, the responsibility, through 
total transparency towards him, gives tangibility to 
the process of governance and heightens the like-
lihood of good practice. The term “public respon-
sibility” with which Prof. Cerna is operating is not 
clear and conclusive enough. Neither does he seem 
to fully trust it, as seen in the last three paragraphs 
of the article, where he uses the word “can” eleven 
times to express possibilities rather than imperatives 
– “The NBR can contract…”; “Can go further... by 
publishing members’ votes on various decisions”; 

Do we still have to learn that, without the latter institution 
and its sanitary role, the market is filled with miscreants 
who dangerously grow until they become “too big to fail”?
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“Can revitalize the colloquium practice…”; “Can am-
plify… educational programs…”; “can make publica-
tions available to independent professionals”; “Can 
improve the way in which it presents its’ work to the 
public”; “Can recognize the right of parties to appoint 
their representatives in the Board of Directors”; “Can 
better explain how cooperation… with international 
financial and monetary organizations… represents 
the real national interest”; “Can give more details… 
regarding its internal activity”; “Can continue to 
avoid intervening in political struggles”; and what 
do you know: “The NBR’s leadership and employ-
ees can continue to seriously and competently work 
and hope everything will be fine”. When will a “must” 
take the place of the unmistakable and embarrassing 
“can”? Why not a “must”, instead of a “maybe”? 

It is a matter of serious meditation since the Roma-
nian is learning, as he is able – either by shortcuts, 
or by night school – the job of citizen. And, in this 
capacity, he is interested in what is going on with his 
money. Why and how he pays the interest, what is 
going on with the “car safety belt”, why is the Swiss 
franc making him unhappy and, why not, what is the 
reason for our growing public debt. I agree that the 
various decisions related to the bank loans were tak-
en in a climate that was not without “populist, dema-
gogic, conspiratorial, anti-capitalist, etc.” overtones. 
You notice them, but you do not ask yourself what 
the cause of this “anti” attitude is. Maybe it is a re-
action to an excess of power, loan-sharking reminis-
cences, indifference towards a still needy Romanian 
reality and so on.

Conclusions

The NBR has and must have a neat and indisput-
able technical professional autonomy. The profes-
sionalism to which it is engaged by the specificity of 

the domain and the strictly specialized language 
shelters it against any invasive external factor. In 
the context that it exceeds the bounds of the job 
description which history has “condemned” it to 
follow – not the European legislation – then reac-
tions must be expected. 

As an important economic actor, the NBR can-
not be “on its own”. The “instrument” does not 
become an autonomous entity by following a nat-
ural path. In other terms, in a democratic society 
it is difficult or even impossible to promote accep-
tance of the idea of the existence of bonapartist 
oases with quiet, self-contained functionality in 
the ocean of the free market and the interconnec-
tions that define the institutional arrangements of 
an integrated economic and social system. 

The NBR’s virtue, rightfully won and affirmed, 
cannot be separated from the national context. 
Even if, through the anchored EU law, it can place 
itself beyond the reach of the citizenry, such a 
pathway sets it in an undeniably conflicting con-
text. I do not think that a central bank can have a 
good time while the citizens have rough times. We 
must assert once more that the country to which 
we predominantly refer is a needy one. Needy but 
populated with increasingly interested and inter-
esting individuals. 

The bounds of my thought regarding a central 
bank in a country such as Romania are these – I 
want an NBR which is quietly competent but not 
arrogant and overbearing, an NBR which is solid 
and a definite point of support for the citizenry.

I think that the narrative of the unsuspected 
complexity and unsolved mysteries of the banking 
management system are doomed to forever be un-
moored from the general theory and practice in the 
matter, without any chances to serve a more gener-
ous goal for science or economic policy. 

As an important economic actor, the NBR cannot  
be “on its own”. The “instrument” does not become 
an autonomous entity by following a natural path.
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The National Bank of Romania – Banca 
Naţională a României – or NBR, for short, is 
the oldest central bank in Central and East-
ern Europe, dating to 1880, and the second 
of its kind East of Vienna, but today it is in 

need of reform. 
As it happened elsewhere, particularly in the US, 

the 2007/2008 financial crisis has sparked – for the 
first time since the fall of Communism, really, in the 
case of Romania – a frail, politicized, sometimes mis-
guided, but much needed and important public de-
bate regarding the way this institution is managed, 
its governance structure, mission and role in society. 
Although NBR is – at least since 2004 – a modern 
central bank officially possessing all the attributes of 
similar institutions in Europe and around the world, 
such as independence in setting monetary policy 
in accordance with an inflation targeting regime, its 
governance and policy record leaves much to desire.

Institutional profile

Since its creation in the latter half of the 19th cen-
tury – and to this very day, in fact, as it will soon 
become apparent –, opinions about NBR have os-
cillated between two extremes. The inside view re-
gards it as a sacred temple of unparalled wisdom, 
shrouded in secrecy and sheltered from public scru-
tiny, as well as a bulwark of national sovereignty: if 
there were to be two crimes of lèse majesté in the 
time of the Kingdom, the second one would have 
surely been reserved for the NBR. The outside view 
regards it, on the contrary, as a creature of special 
interests, obscure politics and venality. In the days 
of Eugeniu Carada, the NBR’s first Governor, the 
National Bank was synonymous with wealthy and 
ambitious political radicals and freemasons – the 
real kind of freemasons. Today, when its high-level 
staff members freely revolve in and out of politics 
as well as private sector banks and do not hesitate 
to proudly mention in their resumés the Prize of the 
often ridiculous National Masonic Lodge received 
for their last book – to the delight of semi-conspira-
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cy theory journalists and conspiracy theory-minded 
tabloids and blogs – only the context and its signifi-
cance seem to have changed. 

The backlash against the NBR in the aftermath of 
the financial crisis and the recession that followed 
was in many ways wrongheaded and narrowly mo-
tivated politically, but, in the process, it touched on 
some very important and sensible aspects regard-
ing the bank’s activity and organization. These good 
as well as bad critiques of NBR were hastily put into 
a bill through Parliament with the purpose of revis-
ing the bank’s statute. Although, in its current form 
at least, the bill has slim chances of passing – and 
in fact it probably should not pass –, the crisis and 
the critiques directed towards the bank have already 
produced some notable and even positive effects in 
the way the bank conducts its affairs. Thus, the NBR 
began to publish a summary of its monetary policy 
meetings, very sketchy on the details and the individ-
ual opinions of its board members by international 
standards, but in principle a good first step towards 
increased transparency. Although the number of in-
house studies and assessments produced and made 
public has not increased, despite the public demand 
and growing challenges, some board members and 
high-level staff began blogging themselves, often 
not too far apart from their more conspiracy-minded 
observers. More substantial changes in NBR gover-
nance and management are still wanted however, 
and a well-thought overhaul of the bank’s statute ne-
gotiated by the governmental coalition and the op-
position parties, improving the bill first advanced in 
2016 in the Chamber of Deputies by ALDE Deputy 
Cristiana Anghel or presenting a new one, can be the 
right way to bring them about. 

Four chapters of complaints have accumulated 
over the last decades regarding the NBR’s activity 
and came to the fore during the last years of financial 
crises and recession. They pertain to transparency, 
conflicts of interests, accountability and efficiency in 
attaining its own objectives. On all counts, NBR is 
lagging behind similar institutions in Western Europe 
and even in the region. 
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The complaint list

With one of the not so numerous national Guin-
ness-records as its head, in the person of Governor 
Mugur Isărescu, for 28 years now, NBR appears as 
one of the last Romanian institutions which cannot 
close the transition from one regime to another, but 
rather remains stuck in it. In a democracy – barred 
the top job in an accommodative constitutional mon-
archy, which is actually not as popular as it might 
have deserved to be in Romania –, no public insti-
tution should normally be run by the same people 
for such a long period of time without rendering the 
democratic principle doubtful and even suspicious, 
no matter how gifted or suited the people in question 
might be. This is due to the fact that democracy is 
based on regular and lawful renewal of leadership in 
power, precisely because perpetuation and concen-
tration of power is deemed dangerous or detrimental 
to the common good. The first condition of democrat-
ic governance and accountability is that no public of-
fice endowed with political responsibility – even if it 
is just the non-elected public office of a special and 
independent government agency – can turn into a job 
for life. The call to set term limits for the job of NBR 
Governor and politically appointed NBR board mem-
bers is therefore justified and was long in the making. 
Furthermore, the recent financial crisis has shown 
that the wielding of independent central bank power 
in many countries or jurisdictions comes with residual 
political responsibility, which makes the introduction 
of term limits for the job – advocated in the previous 
legislature by PDL/PNL Deputy Andreea Paul on the 
unnecessary grounds of full Eurozone membership 
and euro adoption – all the more appropriate.

Conflicts of interest 

The absence of conflicts of interest for the hold-
ers of public office is the second vital component of 
democratic governance. In the case of an institution 
such as the NBR, the absence of conflicts of interest 
means two things: the absence of conflicts of interest 
upon taking office as well as absence of conflicts of 
interest after leaving office. As long as Romania was 
just beginning to (re)create the market economy, the 
risk from conflicts of interest upon taking office in NBR 
was low, but soon the risk from conflicts of interest 
after leaving office became enormous. The biggest fi-
nancial frauds, Ponzi schemes, bank thefts and bank 
management negligence cases the country has ever 

known happened in the late 1990s and early 2000s in 
shady banks and investment funds run overwhelming-
ly by former NBR officials, who were hired by crooked 
capitalists to give them credibility, inside knowledge 
of the financial system and protection from rigorous 
supervision. The same people, basically, continue to 
this day to move in and out between NBR, the Finance 
Ministry and private banks and financial institutions. 

With the Great Financial Crisis, the issue of the 
revolving door between private finance and public 
finance has become a hot topic all over the world, 
provoking widespread outrage and giving birth to 
various proposals here and there to reduce the phe-
nomenon and its detrimental effects. Unlike before 
the Communist regime, NBR is today entirely a public 
institution: an off-budget self-financing government 
agency acting as a clearing house and financial reg-
ulator for the private banking system, as well as an 
issuer of legal tender money and lender of last resort 
to the Romanian government. Consequently, in Ro-
mania there is no legal or institutional impediment in 
setting up a firewall between individual careers inside 
the central bank and those in the private banks the 
former oversees. This can be done through a statute 
of NBR civil servant, enforced by the National Agency 
for Integrity (ANI), legally binding former employees, 
at least at the management and governing level, from 
occupying management positions in private financial 
institutions for a period of a minimum of 10 years, 
and vice versa. Although it might look controversial or 
complicated, the proposed NBR civil servant statute 
for managerial level will simply integrate into adminis-
trative law what is already a national and international 
common practice in civil law through various exclusiv-
ity contracts and other legal arrangements designed 
to protect sensitive knowledge acquired by employ-
ees from falling in the hands of competitors.

Transparency is another essential condition for 
reforming NBR governance. Without knowing the 
what, who and when, there cannot be any meaning-
ful accountability of a public institution in a democ-
racy. Of course, due to its nature and activity, NBR, 
like other public institutions, must sometimes with-
hold – in good faith – information from the public to 
fulfil its objectives. But such “trade secrets” need no 
more protection than it is necessary, especially in the 
case of a public institution. Consequently, all NBR in-
ternal documents, including records of the financial 
stability committee and of monetary policy meetings, 
should be made public after a reasonable amount of 
time since a well-founded decision was made to re-

The backlash against the NBR in the aftermath of the finan-
cial crisis and the recession that followed was in many ways 
wrongheaded and narrowly motivated politically, but, in 
the process, it touched on some very important and sensi-
ble aspects regarding the bank’s activity and organization.
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tain them from the public. When conditions that have 
made necessary the withholding of information no 
longer apply, the documents must be made public so 
that accountability for and effectiveness of the bank’s 
policies may be ascertained. There is simply no other 
way for the society as a whole to learn from past mis-
takes or successes.

Last, but not least, it is the complicated issue of im-
proving and assessing the NBR’s activity in relation to 
its assumed or law-binding objectives. This last point 
of discontent regarding the bank’s activity is obviously 
the result of all the aforementioned issues, although 
for simplicity it is currently reduced to a narrow quan-
titative objective of an economic variable of great pub-
lic importance. In the NBR’s case, this quantitative 
objective is a targeted annual rate of consumer price 
growth, but other variables matter as well for its policy 
or can equally constitute the central bank’s primary 
objective, such as the annual average between the 
inflation and the unemployment rate or even a certain 
level of the exchange rate of the national currency. 
An institution that is ridden with conflicts of interest, 
unaccountable for its actions or those of its leaders 
and with a reputation for secrecy and defiance of le-
gitimate public concerns will have a hard time rallying 
both the public and the policy-makers to the task of 
efficiently attaining its objectives. And, unfortunately, 
this has more often than not been the case with the 
NBR in the last decades.

The immunity debate

The bill submitted in Parliament by Deputy Cristia-
na Anghel – and in the meantime taken over by PNL 
Senator Daniel Zamfir in his often misguided crusade 
in favour of debtors – starts out with the laudable inten-
tion of reforming the NBR’s obsolete and deficient gov-
ernance structure, but does it for the wrong, politicized, 
narrow interests of their parties or constituencies and it 
is very weak on substance and details. Consequently, 
the bill was often perceived or presented – not without 
reason – as attacking the very idea of an independent 
central bank, which should in fact be at the basis of an 
overhaul of NBR’s governance structures and process-
es, instead of the flaws stemming from a lack of real 
independence or a deficient implementation of the idea 
of central bank independence.

Almost all of the public debate of the bill, in the friv-
olous Romanian press, has fixated on a paragraph 
which eliminates from the NBR’s statute the super-im-
munity from prosecution of the National Bank’s em-

ployees acting in their professional capacity. In a po-
litical and public environment saturated to the brink of 
exasperation with debates about corruption, the rule 
of law and subversion of the rule of law, hopefully for 
some future good, the defensive reaction of NBR of-
ficials and their supporters was unconvincing, even if 
they cited similar provisions in the EU (which, for all its 
diversity, were probably not that hard to find anyway). 
But the promoters of the bill were also unconvincing, 
especially when their party or coalition wants to lift 
the super-immunity of critical central bankers in the 
middle of a row over the path of fiscal policy only to 
reinstate or attempt to reinstate super-immunities for 
other categories of civil servants or elected officials. 
Exactly because of all this political hypocrisy sur-
rounding it and the shallow conception, the bill – after 
being announced with much fanfare by former private 
bank employees-turned politicians – laid dormant for 
two years in the Parliament’s drawers. Senator Zam-
fir then announced on 22 March that he had saved it 
from the dustbin and that, in his version, the bill will 
indeed eliminate the super-immunity of NBR employ-
ees in line with President Iohannis’ recent veto over 
the same statutory super-immunity provision, this time 
included in a law for the creation of the National Com-
mittee for Macro-prudential Supervision.

Reforming the NBR

Left out of this row between NBR and mostly right-
wing fiscal stability supporters, on the one hand, and 
this strange issue-specific coalition between disgrun-
tled former private banks employees-turned Liber-
al politicians, debtor relief interest groups and fiscal 
expansionist Social-Democrats, on the other hand – 
which is set on the murkier background of the even 
bigger conflict regarding the rule of law between the 
government coalition and the opposition parties –, are 
the finer details of a much needed NBR governance 
overhaul. 

Four chapters of complaints have accumulated over the 
last decades regarding the NBR’s activity and came to 
the fore during the last years of financial crises and reces-
sion. They pertain to transparency, conflicts of interests,  
accountability and efficiency in attaining its own objectives.
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The super-immunity from prosecution for NBR em-
ployees setting monetary policy and enforcing finan-
cial regulations, along with expenses covered by the 
bank, is not the essential question of an overhaul of its 
statue. True, immunity from prosecution is – and should 
be – a sensitive topic for a country with a post-com-
munist Constitution which proclaims fiercely from the 
outset “Nobody is above the law” (Art. 16, line 2), but 
in which many have been and still are above the law. 
Normally, Article 25, line 3 of Law 312 of 2004 regard-
ing the NBR, which simply and expressly exempts all 
board members and staff from civil and criminal liabil-
ity in the exercise of duty, should be lighter and have 
a more narrow definition in accordance with similar 
asymmetric provisions between parties to be found in 
our national administrative law (a branch of law com-
mon in all European countries of continental law tra-
dition, of which some have indeed similar provisions 
regarding the personnel of their central banks and fi-
nancial authorities), so as to allow for the prosecution 
of negligence, graft and other crimes. The practical 
value of the personnel super-immunity provision for 
the operation of NBR is – in its most positively inclined 
reading, that gives it the authority to act decisively and 
immediately in enforcing and policing complex tech-
nical issues in the financial system, especially in the 
case of resolution of bankruptcies with systemic risks, 
for instance, without being bogged down endlessly in 
courts by the offending party until the worst risk sce-
narios have already materialized, while also shielding 
its management’s reputation – an important commod-
ity, especially with regards to the bank’s internation-
al standing. However, despite the peculiar nature of 
Romanian, and more generally continental, adminis-
trative law, in which the burden of proof is kind of re-
versed, the offending party, in this case a hypothetical 
bank on the brink of bankruptcy taken in custody or 
closed down by NBR, should normally have the possi-
bility of an appeal against the administrative decision.

Anyway, if one disregards the real controversies sur-
rounding the NBR’s veteran board members, whose 
careers even more than those of today’s rather dismal 
politicians usually began in the opaque communist re-
gime and span the entire turbulent transition period – a 
public image problem which the current extraordinary 
super-immunity from any kind of prosecution only rein-
forces –, a worthwhile reform of the NBR’s governance 
must find ways of strengthening the bank’s long-term 
independence and policy-making capacity while at the 
same time improving its public transparency and ac-
countability mechanisms. The international experience 
to date recommends central bank independence as 
the single best safeguard of monetary stability. In oth-
er words, no country with a truly independent central 
bank has so far had to face runaway inflation, hyperin-
flation or large currency devaluations due to the gov-
ernment’s reckless monetization of its borrowing and 
spending. The skeptics of central bank independence, 
inside as well as outside the NBR, who downplay its val-
ue in favour of a flexible coordination between the gov-
ernment’s fiscal policy and the central bank’s monetary 
policy, dubbed the “policy mix”, should be aware of the 
risks and meagre gains this kind of flexibility normally 
brings in light of both theory and history. As experience 
has shown repeatedly, before as well as presently, after 
the last recession, the Romanian government is prone 
to a short-sighted use of its fiscal powers, according 
to the political cycle of electoral competitions, with 
deleterious effects on price stability, macroeconomic 
stability and long-term growth. Without an indepen-
dent monetary policy to counteract or at least mitigate 
the government’s irrational fiscal policy, the Romanian 
economy and the Romanian citizens will be worse off. 
Consequently, the presence of the Finance Minister 
and his deputy Secretary of State at NBR’s governing 
board meetings in an observatory, non-voting capaci-
ty, as stipulated in the bank’s present statute (Art. 33, 
line 10), should be eliminated, because it is a legacy 
of the time when the NBR was entirely subordinated to 
the Finance Ministry, which sends the wrong signal re-
garding the National Bank’s current independence and 
adds nothing to the formal or public channels of com-
munication existing between the country’s economic 
institutions.

Procedural issues

Since the NBR is essentially a creation of Parliament, 
and the Parliament is the country’s most representa-
tive institution, the current procedure of vesting the 

With the Great Financial Crisis, the issue of the revolving 
door between private finance and public finance has be-
come a hot topic all over the world, provoking widespread 
outrage and giving birth to various proposals here and there 
to reduce the phenomenon and its detrimental effects.
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bank’s nine board members, including the Governor, 
by the legislative – consensually, roughly in accor-
dance with each political party’s weight in the legis-
lature – should be maintained. However, in order to 
strengthen the bank’s independence and free it from 
cases of incompetent and nefarious politicization, to 
which the NBR is no stranger, the pool of candidates 
the joint parliamentary commissions for financial and 
economic affairs may consider for nomination should 
be restricted to people who have not occupied elect-
ed office or politically appointed ministerial positions 
in the previous 10 years, just as it should be restricted 
to people who have not held managerial positions in 
private banks or financial institutions in the previous 10 
years, as discussed previously under the heading of 
conflicts of interest avoidance. Combined with 5-year 
terms renewable only once, as opposed to indefinitely 
at present, the restrictions to the pool of suitable candi-
dates under nomination for the NBR’s governing board 
have the potential to insure a truly independent and dy-
namic central bank, insulated from everyday politics as 
well as from private interests in the financial industry. 
In time, under these rules of selection, the NBR’s gov-
erning board should become the reserved domain of 
academically-inclined and meritocratic practitioners of 
economics and related fields of inquiry.

The National Bank’s primary policy objective should 
remain price stability. In a country such as Romania, 
long time suffering from what some NBR economists 
euphemistically called “excess liquidity” and where 
low inflation is a rather new phenomenon, with infla-
tion expectations still poorly anchored and volatile, the 
importance of price stability is hard to overstate. Nev-
ertheless, the recent financial crisis and recession have 
shown that price stability, important as it is in itself, is 
not a sufficient condition for monetary stability if it is not 
embedded in an effective framework of financial stabili-
ty. Consequently, the NBR’s policy objective should be 
redefined as pursuing price stability within a framework 
of financial stability. The policy targets and the policy 
instruments for achieving the NBR’s statutory objective 
should not be included in the statute, which should be 
limited to general principles, but – after having been 
hammered out by the National Bank’s governing board 
– they should figure extensively in the NBR’s annual re-
port to Parliament. Progress or failure in achieving the 
targets should thereafter be the impartial basis for the 
renewal or termination of the board members’ mandate 
at the helm of the National Bank.

A reform of NBR governance would be incomplete 
without a review of its internal organisation and work-

ing procedures. The priority in this regard should be 
enhancing the bank’s policy-making capacity and 
knowledge production while increasing its transparen-
cy and communication with the public. The collection 
and free dissemination of monetary and financial statis-
tics in the NBR’s domain should be greatly improved. 
The models underlining the NBR’s forecasts and public 
pronouncements should be made explicit and open to 
intellectual debate. A Research Department should be 
created alongside the current Statistics and Forecast-
ing Directorates to act as a hub and catalyst for national 
monetary policy research, providing the board with me-
dium and long-term analysis, as well as a permanent 
forum for monetary debates which should replace or, 
more precisely, institutionalize the current NBR Sinaia 
Seminar, held irregularly and often more as an exercise 
in PR. Given widening regional economic disparities, 
this data gathering, research and educational activity 
should be extended to the rest of Romania as well, with 
the presently five NBR regional offices and adjacent lo-
cal agencies, roughly corresponding to the historical 
provinces (located in Iaşi, Cluj, Timişoara, Craiova and 
Constanţa), producing and publishing regular assess-
ments of the regional economic conditions. Finally, the 
research produced at the National Bank, or in cooper-
ation with other research and educational institutions in 
the country, in Europe or internationally, should inform 
its decision-making at all levels and at all times.

Conclusions

Successfully reforming the NBR implies an earnest 
and applied public and political debate that goes a lit-
tle beyond the usual “who gets what”, “our people ver-
sus their people” entanglements, horse-trading and 
simple-minded politics currently widespread among 
Romanian politicians. The 2004 overhaul of the NBR’s 
statute, the most important and consequential reform 
of the National Bank since the reestablishment of a lib-
eral-democratic regime in the country, was done – like 
many other significant institutional reforms – under 
the pressure and lure of European Union integration, 
with little substantive internal debate. The results as 
well as the limits of such a reform process are now 
easy to grasp. The current Parliament must rise to the 
occasion of renewing the NBR’s management and of-
fering the Romanian people a better, more competent 
and more transparent National Bank than the one so 
far or – if it is incapable of pulling off such a feat of 
statesmanship – at least do no irreparable harm and 
leave the issue to be settled by the next legislature. 

The bill starts out with the laudable intention of re-
forming the NBR’s obsolete and deficient gov-
ernance structure, but does it for the wrong, 
politicized, narrow interests of their parties or consti-
tuencies and it is very weak on substance and details.
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A change in leadership is imminent for 
one of the most important institutions 
for the American economy. Janet Yellen, 
the first woman to chair the Federal Re-
serve, will step down at the end of her 

four-year tenure at the helm of the establishment, 
after becoming the first chair in recent years not to 
be nominated for a second term. 

President Donald Trump’s nominee to replace 
Yellen is Jerome Powell, a Republican who joined 
the Board of Governors of the Federal Reserve 
System in May 2012. Likely to be supported in 
the Senate by Democrats and Republicans alike, 
Powell appeals to both groups. On the one hand, 
he demonstrated similar policy leanings to those 
of Yellen from an interest-rate hike standpoint and 
the two reportedly shared a good working relation-
ship. As a result, Powell is expected to carry Yel-
len’s policy legacy. 

On the other, having a background in private 
equity, Powell is less keen on financial sector reg-
ulation, a stance which certainly weighed in his fa-
vour in the eyes of President Trump, who argued 
for the repeal of Dodd-Frank during his campaign. 
A worrying facet of Powell’s perspective is his be-
lief that Wall Street’s main actors in the banking 
sector should no longer be viewed as “too big to 
fail”, a statement he made during his testimony in 
front of the Senate Banking Committee. Unlike the 
more cautious Yellen, Powell declared during the 
same testimony that “We will continue to consider 
appropriate ways to ease regulatory burdens while 
preserving core reforms”.

On this note, Sandeep Dahiya, a finance profes-
sor at Georgetown’s McDonough School of Busi-
ness, cited by Business Insider, stated that while 
“All big banks passed the Fed stress test in 2017, 
and all big banks are required to submit their «liv-
ing wills» that outline what should happen to them 
in case they fail”, the eight largest American banks 
are not 100% compliant. Moreover, there is skep-
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ticism regarding the usefulness of living wills, espe-
cially considering that maintaining a level of confi-
dence is of the utmost importance in moments of 
crisis, to prevent bank runs and panic.

What sets Jerome Powell aside from his prede-
cessors is his background. The nominee is the first 
since 1987 to lack a Ph.D. in economics. Further-
more, according to the Federal Reserve’s website, 
“He received an A.B. in politics from Princeton 
University in 1975 and earned a law degree from 
Georgetown University in 1979. Prior to joining the 
Administration, he worked as a lawyer and invest-
ment banker in New York City”, which could trans-
late into an insufficient understanding of more tech-
nical aspects of the role. He is, however, regarded 
as knowledgeable among his peers.

Nevertheless, Powell has a reassuring under-
standing of markets and in addition to the prospect 
that he will not sway from his predecessor’s policies, 
according to sources cited by Bloomberg, the inde-
pendence of the Fed is in no immediate danger, with 
Powell expected not to be strong-armed into sub-
mission to political interests.

Note: A complete version of this article may be 
read online, at www.themarketforideas.com.
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