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Abstract

The central bank can utilise transparency to effectively implement monetary policy and
enhance efficiency. People who are interested in the decisions and activities of the central
bank could alter their actions due to increased transparency. Transparency aims to eliminate
the imbalance of information between the central bank and recipients of its decisions,
allowing market participants to make well-informed judgements. Globalisation, inflation
targeting, central bank independence, and financial market liberalisation have led to a higher
need for transparency. The central bank’s credibility and reputation are upheld through
transparency, which helps to maintain trust in the institution. Transparency elements at
various decision-making phases involve sharing particular information containing
appropriate content. They provide a detailed explanation of the central bank’s decision-
making process and actions when carrying out monetary policy. While the central bank must
be transparent to serve public interests and demonstrate socially responsible behaviour, such
transparency has its limits. The public cannot anticipate every single piece of information to
be published. Excessive transparency can negatively impact the central bank’s interests.
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TPAHCITAPEHTHOCT HEHTPAJIHE BAHKE

Arncrpakr

TpaHCIapeHTHOCT TPEACTaB/ba KOPUCHO CPEJCTBO LEHTpaHE OaHKe y BOhemy
MOHETapHe MOJIUTHKE U MOCTH3amky eprkacHocTH. TpaHCIapeHTHOCT MOXKe 0OIMKOBa-
TH MTOHAIIAE Cy0jeKaTa 3aHHTEPECOBAHUX 32 OJUTYKE U aKTHBHOCTH IIEHTpaHe OaHKe.
1nsp TpaHCTIApEHTHOCTH je Ja ce eMMMHUHUIIE HHPOPMALIHOHA aCHMETPHja KOja OCTO-
ju m3meby neHTpanHe OaHKe M OHMX Ha KOje ce Te OJUIyKe OJHOCE, IITO 3a pe3yJTar
MMa Jla TPKUIIHU YYECHHUIIM JOHOCE palMoHaiHe oanyke. Beha morpeba 3a Tpancma-
peHTHouhy MoACTaKHYTA je He3aBUCHOIINY IeHTpaHe OaHKe, TapreTHpameM HH(IIa-
uuje, raobann3anujoM u mmodepanu3anujoM GHUHAHCHjCKUX TpokuiuTa. [Tyrem TpaHcma-
PEHTHOCTH IIEHTpaliHa 0aHKa YyBa MOBEPEHE y 1Y M CBOjy pemyTanujy. Pasmuuntn
aCIIeKTH TPAHCIIAPEHTHOCTH YKa3yjy Ha 00jaBibuBame oapehennx nadopmanyja oaro-
Bapajyher canpkaja n oaromapajy onpeheHoj ¢a3m nonomema omryka. OHE aHANMN-
THYKH 00jallbaBajy JOHOIICHE OJUTyKa U MOCTYIakhe IIEHTpaTHE OaHKe Y BOhEHY MO-
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HEeTapHE MOJIMTHKE. [ako jaBHH WHTEPECH U JIPYIITBCHO OJTOBOPHO MOHAIIAKE 3aXTC-
Bajy Jia IeHTpaiHa OaHKa Oy/e TpaHCIapeHTHA, TPAHCIIAPEHTHOCT HE MOXKE OUTH HEO-
rpaHHYeHA. JABHOCT HE MOXKE OUYCKUBATH J1a OYKBaIHO cBaka MH(opMalmja Oyae o0jas-
JbeHa. [IpeBenuka TpaHCIAPEHTHOCT MOXKE IIIKOUTH UHTEPECHMa IICHTpaTHEe OaHKe.

KibyuHe peun:  TpaHCIApeHTHOCT, HH(POPMALMOHA aCHMETPH]ja, KOMYHHKAIH]a,
LEeHTpaTHa OaHKa.

INTRODUCTION

Transparency' acts as a response to the traditional custom of central
banks maintaining strict confidentiality in commercial banking. They
maintained strict confidentiality over their affairs, such as government debt
and state finances, to stay ahead of rivals and show loyalty to clients
(Dincer, Eichengreen, 2014, p. 190). They did not reveal their goals and
strategies to the public (Mishkin, 2004, p. 1). Central banks are slowly be-
coming more transparent to the general public. Transparency became in-
creasingly significant following the 1990s, when the central banks of New
Zealand, Great Britain, Sweden, and Canada implemented an inflation tar-
geting approach. This approach has made monetary policy information in-
tensive (Crowe, et al., 2008, p. 764). Predictions for inflation are now being
published and transparency is gaining momentum?. Today, there is a
heightened level of transparency compared to the past’, which is linked to
the increased autonomy of central banks, leading to increased accountabil-
ity. Central banks must provide explanations for their decisions and actions
that they have taken (De Haan, Eijffinger, Rybinski, 2007, p. 2).

The greater transparency of central banks was not just influenced by
institutional autonomy and inflation targeting, but also by the wave of glob-
alisation of financial markets, market interconnectivity and liberalisation,

! Transparency originates from Latin transparentia, which means transparency, visibility,
the ability to see through something, clarity;

2 In 2002, Geraats stated that transparency had become a crucial aspect of monetary
policy, with only central bank independence and low inflation being more important
(Geraats, 2002, p. 532);

3 When it was created, the European Central Bank faced criticism for lacking transparency.
Recognising the significance of transparency for the credibility, effectiveness, and
achievement of the ECB’s monetary policy, transparency has been included in the ECB’s
annual reports since 2003. The ECB explained that it initially withheld the information from
the public in order to maintain its independence and avoid any external influence.
Nevertheless, the confidential messages conveyed by ECB President, Jean-Claude Trichier
in 2010 and 2011 to Ireland, then to Spain, Italy and Greece, coupled with the withholding
of crucial details, caused a stir among EU citizens. The ECB justified this by stating the need
to protect the public interest, financial and economic stability. Nevertheless, after the content
of the letter sent to Ireland was disclosed, the ECB was forced to unveil the details, exposing
various issues, including the implicit threat to banks in Ireland requiring financial assistance
due to the financial crisis, as well as the heightened debts of Irish residents etc. (Curtin, 2017,
p. 35,41-42);
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resulting in a greater demand for information that can significantly impact the
financial market participants’ decision-making and expectation formation.

Transparency, independence, and accountability are three points on the
same triangle. These concepts are interrelated. Transparency fosters ac-
countability in central banks?* which forms the foundation of central bank
independence. Geraats believes that transparency is a concept that is com-
plementary to the independence of the central bank. Transparency leads to
accountability and helps maintain the central bank’s legitimacy. Prof. Curtin
states that “in between the grandiose concept of ECB independence and the
more performative ECB accountability lies transparency” (Curtin, 2017, p. 28).

Central banks are commonly understood to not be established
through elections, yet they still wield significant authority. This fact has
many ramifications for the central bank’s operations and its interactions
with the parliament, government, other institutions, and the public. The
professional community, along with other members of the public, show in-
terest in overseeing the monetary policy. To ensure the ability to carry out
monetary policy effectively and autonomously, its independence needs to
be assured. Independence necessitates responsibility.

The central bank is accountable to the parliament for implementing
monetary policy, presenting the monetary policy programme for the fol-
lowing year, annual, as well as semi-annual reports etc. It is also important
for the public to stay informed about the bank’s actions and decisions
through various means. Transparency is essential for establishing and
maintaining public trust. Transparency is crucial when the central bank im-
plements unconventional measures like quantitative easing (Girardin,
Moussa, 2011, p.463; Labudovi¢ Stankovi¢, 2023a, p. 766), mass purchase
of debt securities, negative interest rates, etc. (Dinzer, Eichengreen, Ger-
aats, 2022, p. 333).

Transparency aims to remove the information imbalance between
decision-makers like the central bank and individuals affected by those de-
cisions. One of the market failures is the presence of asymmetric information.

4 The ECB’s establishment and its insufficiently developed system of accountability,
along with its lack of transparency, sparked the controversy among experts. It has been
noted that accountability should be separated from “the transparency of the policy-
making process itself (as opposed to the outcome of this process)” (Issing, 1999, p.
506). Some authors found it unimaginable that the ECB did not make the minutes of
meetings and voting results public, as accountability should be distinct from the
transparency of the policy-making process. Reports were published. Buiter criticised
that kind of thinking and situation, stating that transparency and accountability are
interconnected processes, i.e. that they go hand in hand, which means that the entire
process of conducting monetary policy should be transparent so that there is also
accountability. Buiter advocated greater transparency of the ECB as it would facilitate
improved coordination between monetary and fiscal policy (Buiter, 1999, p. 186);
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Their existence causes confusion for individuals lacking necessary information
to make logical choices. Therefore, the level of efficiency decreases.

Information essential for decision-making is considered a public good,
since sharing it with one individual does not diminish the benefit or quantity
of information accessible to others. Moreover, it is necessary for information
to be easily accessible in order to be efficient, meaning that only the real costs
of transmitting information should be charged (Stiglitz, 2008, p. 83).

Information is crucial for the overall economy, with a particular em-
phasis on the financial sector, which closely monitors each action and
choice made by the central bank. Investors aim to identify any potential
risk that could put their investment in jeopardy. All other areas impacted
by the central bank’s actions and monetary policy rely on the release of
crucial information from the central bank.

DEFINING TRANSAPRENCY

There is a lack of consensus on what exactly central bank transpar-
ency entails (Crowe, Meade, 2008, p. 766). Geraats defines transparency
as the absence of asymmetric information between monetary policy makers
and the public (Geraats, 2002, 533). In essence, transparency implies the
presence of symmetrical information for all parties involved in making and
carrying out decisions and activities. Transparency eliminates the uncer-
tainty that exists due to asymmetric information. Typically, it is beneficial,
although it may not be true in all situations. If some information can cause
harm, it should not be published if it is against the public interest. There
needs to be a balance between what information is made public and what
is kept private. For instance, it may not be advisable to release all meeting
minutes and transcripts as it hinders meaningful discussions prior to reach-
ing decisions (Buiter, 1999, p. 194). Transparency involves having access
to information, but does not necessarily mean the same as the action of
making information public (Geraats, 2002, p. 534).

Buiter views transparency as essential in order to clarify both the
process of making decisions and the outcomes of those decisions (Buiter,
1999, p. 186). A central bank demonstrates transparency by consistently
giving the public enough information to comprehend its policy, to validate
whether its actions align with said policy, and to evaluate the central bank’s
performance (Blinder, Goodhart, Hildebrand, Lipton, Wyplosz, 2001, p.
10). The aforementioned definition clarifies that transparency goes beyond
just making information public; it also requires that the information be
clear and easily understood, as per the linguistic definition of transparency.
Issing emphasises that simply explaining and interpreting decision makers’
actions, as well as comprehending public announcements, can generate
new asymmetric information (Issing, 1999, p. 507).
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Faust and Svensson examine transparency by assessing how easily the
public can deduce the central bank’s goals and intentions from the so-called
“observable factors” (Faust, Svensson, 2001, p. 373). Assuming that one could
perfectly understand all decisions, activities and predictions of a central bank is
not realistic. Here we are not counting experts (lawyers and economists) or
professionals who have specialised knowledge for comprehending monetary
regulation (Dimitrijevi¢, Golubovi¢, 2020, p. 8), but it should be noted that the
public is made up of both non-experts and professionals, with the latter group
being much smaller in number.’ Still, the truth remains that there is a strong
desire from the general public (particularly investors and others in the financial
market) to understand the objectives, choices, and operations of the central bank
so they can make informed decisions based on its information and forecasts.

While the available literature often mentions the central bank’s
transparency, it typically focuses more narrowly on the transparency of
monetary policy. The concept of central bank transparency extends to all
tasks that the central bank is authorised and accountable for, encompassing
a wide range of activities. It is a term that has various interpretations
(Eijffinger, Geraats, 2006, p. 3). The central bank is in charge of monetary
and foreign exchange policy, as well as overseeing the banking sector (alt-
hough supervision can also be performed by other independent bodies).
While it focuses on financial stability, it does not bear sole responsibility
for it (Labudovi¢ Stankovi¢, 2023b, p. 462; Labudovi¢ Stankovi¢, 2023c,
p. 82, Fabris, 2006, p. 45). Therefore, one can talk about the transparency
of monetary policy, transparency regarding the supervision of banks, and
transparency of financial stability®. Furthermore, these more specific ideas
of transparency can be divided even further (Dincer et al., 2022, p. 332).
However, when considered together, they all pertain to the level of trans-
parency of the central bank. Nevertheless, there are distinctions among
these concepts in terms of criteria for measuring transparency’, the effects
of transparency, feasibility, etc. (Dincer et al., 2022, p. 332).

The level of transparency in monetary policy, a more specific aspect
compared to the central bank’s transparency?, is defined by how much in-

5 1t should be noted that comprehending monetary regulation necessitates specialised
expertise from both lawyers and economists ((Dimitrijevié¢, Golubovi¢, 2020, p. 8);

¢ Maintaining financial stability and the implementation of supervision are highly
delicate tasks, so excessive information disclosure could potentially do more harm than
good by destabilising the entire financial system;

7 Geraats (2002) was the pioneer in creating a transparency index that is now considered a
benchmark for transparency analysis. Later, the transparency index was improved. Horvath and
Vasko (2016) created an index for financial stability transparency (Horvath, Vasko, 2016);

8 Commercial banks, along with central banks, are required to practice transparency.
The third pillar of Basel Accord focuses on the need for banks to be transparent and
disclose specific information to the public. Publishing information helps to decrease
information imbalance between banks and their creditors. This is how the financial
system’s instability is decreased (Ugolini, 2017, p. 119). The disclosure of information
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formation the central bank discloses about its decision-making process to
the public (Eijffinger, et al., 2006, p. 3). The transparency of monetary pol-
icy management concerns openness regarding the central bank’s objectives
(both short-term and long-term), the tactics employed in implementing
monetary policy, and past and future decisions (Blinder et. al., 2001, p. 27).
Transparency also means providing the public with information about the
tools used by the central bank to impact the money supply and the goals
that have been established.

Transparency is often perceived as a form of communication® with
the public. Communication is the basis of transparency (Curtin, 2017, p.
32). It also aids in addressing the issue of the temporal inconsistency of
monetary policy (Dincer et al., 2022, p. 334). The central bank communi-
cates with the public in order to make the monetary policy it conducts more
efficient and accountable to the public.

De Haan defines central bank communication as the dissemination
of information by the central bank to the general public regarding monetary
policy goals, tactics, economic outlook, upcoming changes, and past and
future decisions (De Haan, 2008, p. 377, 380). He notes the circumstances
in which public communication is crucial for a central bank: irrational ex-
pectations, lack of policy rules and credibility, and asymmetric infor-
mation. Successful communication is extremely important. Central banks
use various methods to communicate, such as holding press conferences,
releasing meeting minutes, publishing monthly newsletters, issuing reports
on financial stability, giving speeches, and conducting interviews (De
Haan, et al., 2007, p. 5). Communication can involve sharing collaborative
opinions or expressing personal views, the latter potentially leading to dis-
agreement with others involved in the decision. However, the focus is not
to inform the public about individual opinions, but about the central bank’s
decision on which a consensus was achieved.

EFFECTS

Greater transparency can lead to lower inflation rates, improved
monetary policy efficiency, increased central bank reputation and credibility'?,
better ability to manage economic shocks, reduced volatility, decreased

requirements under the third pillar were updated in 2018, with the implementation delay
set for January 1 2023 (Basel Committee on Banking Supervision, Standards, Pillar 3
disclosure requirements — updated framework, BIS; December 2018, available at:
https://www.bis.org/bcbs/publ/d455.pdf);

® The word communication comes from the Latin word communicatio, which means
communicating, transmission, medium, expression, discussion, touch, contact;

10 Credibility is perfect when announced and expected rate of monetary growth match
each other. Establishing a new monetary policy may require a significant amount of
time to build credibility (Zivkovié, Kozetinac, 2009, 432);
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economic uncertainty, enhanced central bank responsibility, and the promotion
of socially responsible monetary policies (Eijffinger, et al. 2006, p. 5).

The central bank must demonstrate accountability and transparency
since it is not subjected to the election process. When central banks did not
have the level of independence they currently have, accountability and
transparency were not discussed too much (Cukierman, 2007, p. 369).
Since the 1980s, independence has been a defining feature influencing the
central bank’s institutional structure. The Central Bank operates for the
benefit of the public, and is accountable to the parliament and the public by
communicating with it through various means such as publishing its decisions,
reports (on inflation, financial stability, monetary policy, operations and
performance results, statistical bulletins, etc.), minutes, as well as informing
about planned activities, etc. This is crucial for establishing trust and
maintaining a good reputation. Transparency enhances the central bank’s
accountability, boosts the efficiency of monetary policy, decreases uncertainty,
and upholds public trust in the central bank. The central bank’s impact on the
economy is mainly determined by its capacity to not just control current
overnight interest rates, but also shape expectations in the market about their
future direction (De Haan, et. al., 2007, p. 2). Transparency in monetary policy
enhances the alignment of monetary and fiscal policies.

Transparency increases the central bank’s ability to influence public
expectations (Cukierman, 2007, p. 388), and when coupled with increased
accountability, it leads to overall welfare improvement. Transparency is highly
beneficial when asymmetric information is the cause of inefficiency in the
economy. Those who possess information are at an advantage and can
manipulate the beliefs and behaviours of others, known as the ‘incentive effect’
in the available literature (Geraats, 2002, p. 534). On the other hand, some
argue that transparency may come at a high price in cases where the central
bank could address inefficiency by leveraging its informational edge (Crowe,
etal., 2008, p. 764). The rising level of transparency results in higher expenses
associated with gathering, analysing, and publishing information.

Issing states that central bank communication must achieve two ob-
jectives. One is to make the central bank accountable and transparent to the
public, while the other aims to increase the efficiency of monetary policy
(Issing, 2014, p. 70). Inflation is more likely to be lower (De Haan et al., 2007,
p. 5). When the central bank communicates with the public, it can give
indications of upcoming decisions by selecting specific words. It must proceed
with caution, as failing to act on the suggested decisions could result in public
backlash. This can lead to market disturbances, going against what the public
expects and damaging the reputation of the central bank. It is crucial for the
central bank to avoid creating panic through its press releases by ensuring they
do not contain unreliable or inaccurate information, as this would negatively
impact welfare and raise levels of uncertainty. Consistency in decision-making
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and strategies can lead to strong public trust and enable the central bank to
effectively handle expectations (Issing, 2005, p. 71).

For transparency to be truly effective, it is not sufficient to just make
information available to the public; it must also be communicated in a way
that is easily understood by the intended audience'!. The general popula-
tion needs to grasp the fundamental principles behind the central bank’s
present and upcoming choices and strategies. The most crucial aspect of
communication is its success (Zvonarevic, 1989, p. 248). When the central
bank and the public have different interpretations of the information it re-
leases, there can be issues with understanding the information and the po-
tential for conflicts, especially if the central bank’s decisions change fre-
quently and lack consistency. The effectiveness of monetary policy relies
greatly on the public’s comprehension of information, including monetary
policy (De Haan, 2008, p. 377). This is why numerous central banks pre-
sent the situation and forecasts graphically in their reports, with less em-
phasis on text (Fabris, 2006, p. 94).

Interacting with the public allows the central bank to pacify financial
markets and reduce uncertainty. Some central banks release minutes and
voting results, whereas the ECB provides explanations in a press confer-
ence following the meeting (De Haan et al., 2007, p. 2).

The central bank’s implementation of monetary policy adds credi-
bility to the information it shares with the public. The response of the fi-
nancial market to published information remains uncertain, as it is not guar-
anteed that the market will always interpret central bank announcements
accurately (Fabris, 2006, p. 89-90) and respond accordingly.

Transparency is socially desirable and beneficial, while asymmetric
information and lack of transparency represent a market disadvantage.
Transparency alone may not lead to an improvement in welfare (Geraats, 2002,
p. 534). Increased transparency can assist the economy in making more logical
decisions. This could enhance well-being, as long as the central bank’s
message is comprehensible and its actions and predictions are accurate.

ASPECTS OF CENTRAL BANK'S TRANSPARENCY

Transparency indicates that the data made available to the public
pertains to various phases of the decision-making process in monetary policy
(Eijjffinger, et al., 2006, p. 3). This requires well stated monetary policy
objectives, as it allows the central bank to disclose the information regarding
the monetary strategy, the mathematical models utilised, and the underlying
assumptions and expectations (Dimitrijevi¢, Golubovi¢, 2020, p. 7). The
existing theory distinguishes five aspects of transparency in monetary policy:

' We acknowledge that transparency encompasses more than just being transparent - it
also includes clarity, comprehensibility, and understanding, as well as visibility;
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political, economic, procedural, policy, and operational transparency. Each of
these aspects involves sharing specific information of suitable quality and
aligns with a particular step in the decision-making process. Furthermore, these
aspects provide a detailed explanation of how the central bank makes decisions
and takes action in implementing monetary policy.

Political transparency involves establishing specific goals for monetary
policy and deciding which objective takes precedence when there are
conflicting priorities, particularly among multiple objectives. This aspect
implies the setting of an inflation target. Political transparency also concerns
the relationship between the central bank and the government, i.e. whether
their roles and responsibilities are clearly demarcated, which means that it
includes the institutional independence of the central bank and the question of
who determines the objectives of monetary policy. Regardless of the
increasing transparency, the theory considers that it is desirable not to publish
all data related to this aspect of transparency (Geraats, 2002, p. 547).

Economic transparency involves releasing crucial economic infor-
mation from the economic life of the country that is essential for monetary
policy. Information regarding money supply, inflation, GDP, unemployment
rate, and capacity utilisation holds particular significance (Eijffinger, et al.,
2006, p. 8). Economic transparency may also include the monetary policy
frameworks and the release of central bank predictions. Practice demonstrates
that there can be significant fluctuations in economic transparency. The
information that serves as the foundation of this area of transparency is
typically accessible to the public, except for confidential information.

Procedural transparency concerns the way the central bank makes
decisions. The emphasis is on monetary policy strategy and a clear deci-
sion-making procedure. This aspect also involves releasing meeting sum-
maries, the publication of data on voting by central bank bodies; whether
transcripts are published, etc.'> While meeting minutes are seldom made
public, a detailed account of decisions along with analyses focusing on
forthcoming endeavours and objectives are typically released instead
(Eijffinger, et al., 2006, p. 10). When it comes to procedural transparency,
it is important to differentiate between decisions made by an individual
(such as a governor) and decisions made by a group of people. The second
scenario presents a greater challenge, as it requires more effort to attain
procedural transparency.

12 Gersbach and Hahn (2001) point out that publishing individual voting data can be
advantageous, yet it may also have drawbacks. Political pressures, voter abstention, and
potential challenges to independence could result as counter-effects (Gersbach, Hahn,
2001, p. 23; Buiter, 1999, p. 191);
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Policy transparency means decisions are promptly made public after
being reached!®. The press release needs to mention both the decision and
the explanation of the decision. Central banks now typically release deci-
sions promptly after the decision is made, a practice which was not done in
the past (Geraats, 2002, p. 540). Even though less common, central banks
can also communicate their future actions (policy inclination) in their press
statements (Eijffinger, et al., 2006, p. 10).

Operational transparency refers to the implementation of the deci-
sions of the central bank in practice, including the discussion of errors'4,
instruments and disturbances in the mechanism of monetary transmission.
This type of transparency can include the assessment of the results of the
central bank’s monetary policy.

According to the available literature, the reasons and impacts of the
five transparency aspects mentioned earlier may vary, but they can also
produce similar effects, leading to their partial substitutability. Hence, the
credibility of the central bank in implementing an effective monetary pol-
icy is enhanced by political, economic, and operational transparency, with
procedural transparency leading to improved decision quality. Policy trans-
parency impacts the overall effectiveness of the interest rate (Eijffinger, et
al., 2006, p. 5). Operational transparency is not very common, as it would
be embarrassing for the central bank to admit unexpected shocks that were
unforeseen (Geraats, 2002, p. 556).

OPTIMAL TRANSPARENCY

While the central bank is required to be transparent as a public in-
stitution due to public interests and social responsibility, there are limita-
tions to this transparency. The public should not anticipate that all infor-
mation will be published verbatim. The central bank must uphold confi-
dentiality in specific situations and guard against political influence. For
example, if the central bank obtained information during supervision that
could lead to panic and a rush to banks, it would lose the ability to intervene
and control the crisis. That’s the reason the central bank prefers to keep
certain information secret. The central bank cares about stability and
achieving its goals, and pressures can threaten its independence.

13 The ECB has chosen to promptly inform the public after meetings to avoid any
negative impact on the market and prevent fluctuations that could arise from delayed
announcements of important decisions (Issing, 2005, p. 73);

14 Certainly, mistakes are always possible, but the public may react aggressively as a
result. Contrary to transparency, Stiglitz points out that secrecy protects those who have
made a mistake, i.e. it ‘insulates’ them from public accusations, and the disclosure of
failures and mistakes becomes important news (Stiglitz, 2003, p. 10 p. 115-156);
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Mishkin thinks excessive transparency from the central bank can be
detrimental and go too far in affecting its interests'>. Transparency is beneficial
for facilitating communication and enabling the central bank to effectively
implement monetary policy in order to reach long-term objectives (Mishkin,
2004, p. 25). Transparency does not mean that all information should be made
available to the public. Optimal transparency is not evident, as the available
literature does not offer a clear explanation of where optimal transparency lies
(De Haan, 2008, p. 379). The quality of information might be more significant
than the quantity of information released (Van der Cruijsen, Eijffinger,
Hoogduin, 2010, p. 1500). The amount of information offered in the original
languages vs. English varies, as does the variety of information available on
central banks’ websites. One may access a far greater quantity of knowledge
in their mother tongue (Crowe, et al., 2008, p. 767).

Providing additional information can increase the volatility of the
financial market, leading to greater instability (Blinder et al., 2001, p. 15).
Surpassing the optimal limit could result in an overwhelming influx of in-
formation, potentially causing confusion and uncertainties among the pub-
lic. The literature suggests that moderate transparency is the best option.
This indicates that the optimal level of transparency is somewhere in be-
tween total secrecy and total transparency, though it is challenging to pin-
point the exact amount (Van der Cruijsen et al., 2010, p. 1482, 1484). Up
to this level, transparency is desirable and useful.

However, an excessive opacity and limited transparency may lead
the public to question whether the central bank is acting in the best interest
of the public (Fabris, 2006, p. 84). Sometimes the central bank might need
to justify why it failed to communicate certain crucial details.

The optimal level of transparency occurs when inflation is at its lowest
point. In their research, Dincer and Eichengreen (2007) discovered that there
is an inverse correlation between transparency and inflation rates. Conversely,
Demertzis and Hughes Hallet argue that while enhanced transparency would

15 According to the aforementioned point, we make reference to a specific case in American
legal procedures in 1975 (Merrill et al. vs. Federal Open Market Committee). David Merrill,
a student, sued the Federal Reserve’s Federal Open Market Committee (FOMC) for not
providing meeting guidance and minutes promptly after meetings, as required by the
Freedom of Information Act of 1966. The lawsuit demanded that FOMC guidelines and
meeting minutes be released immediately after each meeting, rather than 90 days after
adoption, which goes against the Freedom of Information Act. Both the District Court and
the Court of Appeal ruled in favor of the plaintiff. The Supreme Court held the same stance
except in cases where disclosing the information could damage Government and commercial
interests (Goodfriend, 1986, p. 65). After the case was sent back to the District Court, the
Court sided with the FOMC and defended their belief that excessive information can have
negative effects. While certain information can benefit individuals, it may have negative
effects on the overall social well-being (Goodfriend, 1986, p. 67). This instance is also
notable for evolving into a disagreement regarding economic theory;
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not impact overall inflation and actual production levels, it would decrease
inflation fluctuations and the output gap (Demertzis, Hughes Hallet, 2007, p.
780). Central banks may vary in terms of the appropriate level of transparency,
indicating that there can be differences among them in this aspect.

CONCLUSION

Transparency refers to the absence of asymmetric information be-
tween the central bank and the public when it comes to conducting mone-
tary policy. As the central bank plays crucial roles for the public good and
is responsible to the parliament, it is essential for the public to be updated
on its activities and predictions, necessitating transparency. Transparency
involves not only keeping the public informed about the central bank’s ac-
tivities and predictions, but also ensuring that the information shared is
easy to understand and clear.

Transparency yields additional benefits. It improves the efficiency
of monetary policy, reduces uncertainty, preserves public trust in the cen-
tral bank, and enhances the alignment of monetary and fiscal policy. Trans-
parency cannot be unlimited. There must be a so-called optimal level of
transparency that is often said to exist when inflation is at a minimum. The
level of transparency can vary among different central banks.
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TPAHCHHAPEHTHOCT HEHTPAJIHE BAHKE

Jacmuna Jla6ynosuh Ctankosuh
IIpaBuu dakynrer YHuBepsurera y Kparyjesuy, Kparyjesan, Cpouja

Pe3ume

Beha HezaBrcHOCT nieHTpaHe OaHKe 3axTeBa Behy OroBOpHOCT, KOjy IpaTH M TPaHC-
MapeHTHOCT. JaBHU MHTepec Haylaxe Ja Kopuctehy pasnnuauTte HadwMHe, EHTpajHa OaHKa
YIIO3Haje JaBHOCT Ca CBOjUM OZTyKama M aKTUBHOCTHMA. Ha Taj HauMH ce dyBa moBepeme
JABHOCTH, IIEHTpajiHa OaHKa ITOIFKE CBOj YTJIE, @ 3aMHTEPECOBAHH CYOjeKTH J00Hjajy IaH-
Cy Jla IOHECy palMoHalHe outyke. Kpo3 TpaHCIiapeHTHOCT ce eMMMHHHIIE HHPOpMaIHoHa
acuMerpuja.

Pan ce cacroju ox mect nenmna. HakoH yBosHor fena, cieiu aeo nocseher neduHu-
camy TPAHCIAPEHTHOCTH. Y JIUTEPaTypH MOCTOjH BUIIE AeHHHIM]A, C TM IITO HEMa YHH-
Bep3aiHO npuxBalieHe. TpaHCMapeHTHOCT ce 4ecTo Je(UHUILE Kao OJICYCTBO aCUMETpUY-
HUX MH(pOopManyja n3Melly kpearopa MOHETapHe MOJIUTHKE U jaBHOCTH. TpaHCapeHTHOCT
HE 3Ha4YM CaMO YYHHHTH JOCTYITHUM MH(OpMaryje, Beh ¥ CAaONIUTHTH UX HA Pa3yMJBUB U
jacan HaunH. Tpehu neo pana je moceehen edexrimva TpancapeHTHOCTH. Ca pacToM TpaHC-
MIAPEHTHOCTHU OYeKyje ce epuKacH1ja MOHETapHa MOJIMTHKA, HIbKa CTOTA HH(IIAIH]e, pacT
yIieaa v KpenuOwInTeTa eHTpaHe 0aHKe U BOheHe IPYIITBEHO OJTOBOPHE MOHETapHe
MOJIMTHUKE.

AcTieKTiMa TPaHCTIAPEHTHOCTH MOCBeheH je YeTBPTH eo pana. Y TEOPHUjH je U3ABOjEHO
TeT acreKara TPAHCIIAPEHTHOCTH: TIONHTHYKA, eKOHOMCKA, MPOLE/lypaiHa, OlepaTHBHA U
TPAHCTIAPEHTHOCT KOja Ce OJJHOCH Ha 00jaBJbUBAIhE OTyKa ca 00Pa3IoKEmEM OIMax Ha-
KOH JIOHOIIIeHha Y3 HajaBy Oyaylhinx akTHBHOCTH IieHTpastHe OaHke. CBaKH O OBHX acreKara
nosipasymeBa o0jaBJbHBamke HHPOpMaIrja onpelheHe caapxkiHe U oaroBapa oapelheHoj da-
3W JIOHOWIEHA OJUTyKa. [IOMEHYTH acTieKTH 00jallIkhaBajy JOHOIICHE OMTyKa U TIOCTYIIKE
HEHTpaJIHE OaHKe Y BO)erY MOHETApHE TOJIUTHKE.

Aytop naxmy nocsehyje 1 mojMy onTHMaHe TpaHcnapeHTHocTH. Hako jy je Temko
OJIpeIIUTH, U3BECHO je J1a CBaka HH(opMaIja He Moxke OutH objaBbena. Cmarpa ce 1a je
ONTHMAJIHa TPAHCIIAPEHTHOCT MOCTHTHYTA Kaja je uHdnanuja Ha MUHUMYMY. TpaHcra-
PEHTHOCT je KOPUCTaH anaT LeHTpaliHe OaHKe, ajli caMo OHa HHje OBOJbHA [1a OH ce MOCTH-
rao 3a/aTv Uib. TPAHCIIAPEHTHOCT Ce MOYXKE PA3JIMKOBATH O] je[HE 10 APYre LEHTpaIHe
OaHke. Y mocnemeM Jeity pajia U3HETH Cy 3aKJbyYHH CTABOBHL.
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