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ABSTRACT

Contrary to popular belief, "central bank independence” is a legal issue that
has economic implications. Because the determination of the powers, duties
and responsibilities of the central bank is done by law and the government
can not impose anything other than what is provided in the law to the central
bank. Therefore, most studies on the independence of the central bank, from
an economic point of view, deal with issues such as measuring the degree of
independence, the effects of this independence on macroeconomic variables,
etc. and examine the issue from a legal perspective and pathology of
existing laws or the legal vacuum has not been addressed. Therefore, if the
independence of the central bank is considered desirable, the best possible
tool to achieve this is to provide for it in the law, which is examined in this
study.

This study is applied in terms of purpose and descriptive-analytical in terms
of method and nature.

He results of this study show that despite a law that gives the government
broad powers over how the central bank is run and interferes in its
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decisions, in the current situation, talking about the independence of the
bank can only be a political slogan. Hence, however, the mere existence of a
law that emphasizes the independence of the central bank is not sufficient
for its independence; but it can be seen that the existence of such a law is a
precondition for the practical independence of the central bank.

As a result, the independence of the central bank is related to various issues
and has several criteria; Meanwhile, the interventionist role of the
government (whether directly or by submitting a bill to parliament or
enacting executive approvals) has the greatest impact on undermining the
independence of the central bank.

INTRODUCTION

Today, in every country, one of the most important pillars of decision-
making in the economic field is the Central Bank. Scientific achievements
resulting from economic theories and experiences have made central bank
independence an acceptable necessity for economists and politicians. In
other words, the consensus has been formed that central banks, immune
from political pressure, perform better in achieving their goals. Of course,
the independence of the Central Bank is a multidimensional phenomenon
and it is necessary to consider all dimensions in the design of an
independent central bank. At least more than 24 advanced countries and 68
developing countries have experienced the relative independence of the
Central Bank more or less.

The issue of central bank independence dates back to the 1990s, where
industrialized countries experienced high inflation rates, and the question of
why the central bank, which is responsible for controlling and managing this
issue, allowed such a phenomenon to occur. Economic experts believe that
the causes of this incident are due to pressures from the authorities to the
Central Bank to create economic growth even for the short term, and believe
that these short and cross-sectional gains, which are always pursued by
politicians, are the source of long-term inflation, which has undesirable
effects. This is one of the most important issues that have marginalized the
independence of the central bank. On the other hand, the budget deficit for
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developing countries, which has always presented itself as a chronic disease,
also overshadows the independence of the Central Bank, because one of the
ways to solve the budget deficit in these countries is to directly provide the
necessary resources through central bank resources.

But what does the central bank's independence mean and how is it
measured? An independent central bank is such a bank that it can make
decisions and make decisions for its higher purposes, such as adjusting the
balance sheet structure, regularly controlling the money supply and
managing the price index, without being influenced by government policies,
and using the expressions it has at its disposal according to each of these
objectives.

Regarding the central bank's independence, it should be said that "central
bank independence is a qualitative phenomenon and alternative variables
should be used to measure and reduce it. For this purpose, different
indicators have been defined to measure the degree and degree of
independence of the central bank. Willow and Parkin Indices (1988),
Masiknardo and Tablini (1991), Corkerman Webb & Niapti Index (1992),
Eijfinger & Padding (1993), Greeley Index, Matthew Index (2006) and
Latter (2009) are reliable indicators for measuring central bank
independence.

This paper, in the form of three speeches, examines the issue of legal and
economic analysis of central bank independence.

PURPOSE

In this paper, the main question is basically why should the central bank
have independence and what are the fundamentals and criteria for the
independence of the central bank? In addition, what are the factors and
criteria for the central bank's independence from the government? And
which legal criteria are effective in determining or increasing the central
bank's independence from the government and banks? What are the
mechanisms of independence of the Central Bank from the banks? It is also
being investigated.
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METHOLOGY

This study is applied in terms of purpose and descriptive-analytical in terms
of methodology and nature. The necessary data and statistics were collected
by library method.

FINDING

Although merely a law that emphasizes the independence of the Central
Bank is not enough for its independence, it can be understated that the
existence of such a law is a prerequisite for the central bank’s practical
independence. The criteria for the independence of the Central Bank are all
in common, and that only the "law" can at least theoretically determine the
limits of the central bank’s independence and impose it on the statesmen. In
practice, the government's involvement in the dismissal and installation of
the central bank's top officials, as well as the presence (along with the right
to vote) of members of the executive branch in the Monetary and Credit
Council, make it difficult (theoretically) for the central bank to be
independent. In other words, despite a law that gives the government broad
powers over how to run the central bank and interfere with the bank's
decisions, talking about the independence of the bank can only be a political
slogan.

In general, the indicators used so far to measure the independence of the
Central Bank include four areas of functional, institutional, financial and
human resources, as well as in the work that has been done to measure the
independence of the Central Bank of Iran, all agree on the low degree of this
independence.

Also, the transfer of banks' supervision to the Central Bank is one of the
factors reducing the level of independence of the Central Bank, because this
makes the bank not independent in monetary and banking policymaking and
considers the economic status of the banks under its supervision.

CONCLUSION

If the inependence of the Central Bank is considered as desirable, the best
possible tool for achieving this is its prediction in the law, which is
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considered in this study. As a result, the independence of the Central Bank
is related to a variety of issues and has several criteria, in the meantime, the
interventionist role of the government (whether directly or by submitting the
bill to parliament or enacting executive approvals) has the greatest impact
on undermining the independence of the Central Bank.
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