
history of central banking theory
history of central banking theory traces the evolution of ideas and
institutions that have shaped modern monetary policy and financial stability.
Central banking theory explores the principles and mechanisms by which
central banks influence money supply, interest rates, and economic activity.
This article provides a comprehensive overview of the historical development
of central banking theory, from its early origins to contemporary frameworks.
It highlights key milestones, influential economists, and significant shifts
in understanding the role of central banks. The discussion also covers the
impact of major economic events on the evolution of central banking ideas.
Readers will gain insight into how central banking theory has adapted in
response to changing economic realities and policy challenges. The article
concludes with an examination of current trends and debates within central
banking theory, setting the stage for future developments.

Early Foundations of Central Banking Theory

The Classical and Neoclassical Perspectives

Keynesian Revolution and Central Banking

Monetarism and its Influence

Contemporary Developments in Central Banking Theory

Early Foundations of Central Banking Theory
The origins of central banking theory can be traced back to the establishment
of the first central banks in the 17th and 18th centuries. These early
institutions laid the groundwork for understanding the role of a central
authority in managing currency and credit. The Bank of England, founded in
1694, is often cited as the prototype for modern central banks, primarily
designed to finance government debt and stabilize currency.

Role of Early Central Banks
Early central banks primarily served as lenders to the government and as
issuers of banknotes. Their influence on the broader economy was limited, but
they began to develop functions related to controlling inflation and
maintaining public confidence in the currency. These banks operated under a
gold or silver standard, which imposed certain constraints on monetary
policy.



Early Theoretical Contributions
The initial theories surrounding central banking were more practical than
academic. However, early economists and policymakers recognized the
importance of central banks in preventing bank runs and managing liquidity.
These ideas set the stage for more formalized theories in the centuries that
followed.

The Classical and Neoclassical Perspectives
During the 18th and 19th centuries, classical and neoclassical economists
began to formulate more systematic theories about money, interest rates, and
banking. Central banking theory evolved to incorporate ideas about monetary
neutrality and the self-regulating nature of markets.

Classical Views on Money and Banking
Classical economists like Adam Smith and David Ricardo viewed money largely
as a medium of exchange, with limited long-term effects on real economic
variables. They emphasized the importance of sound money backed by precious
metals and were skeptical of active central bank intervention.

Neoclassical Refinements
Neoclassical economists introduced marginal analysis and emphasized
equilibrium conditions in markets. They generally supported the idea that
central banks should maintain price stability and avoid disruptive
interference. The focus remained on maintaining confidence in the currency
and ensuring that banking systems were solvent.

Keynesian Revolution and Central Banking
The Great Depression challenged classical assumptions and led to the
Keynesian revolution in economic thought. John Maynard Keynes argued that
active government and central bank intervention were necessary to manage
aggregate demand and stabilize the economy.

Keynesian Theory and Monetary Policy
Keynesian economics expanded the role of central banks beyond currency
stability to include managing unemployment and economic growth. Central banks
were seen as crucial actors in adjusting interest rates and controlling money
supply to influence economic activity.



Institutional Changes
Following Keynesian principles, many central banks gained greater
independence and responsibility for macroeconomic stabilization. The
framework of using monetary policy to counteract business cycles became a
dominant theme in central banking theory throughout the mid-20th century.

Monetarism and its Influence
In response to perceived limitations of Keynesian policies, monetarism
emerged in the 1960s and 1970s, emphasizing the role of money supply in
controlling inflation. Milton Friedman was a leading figure advocating for
rules-based monetary policy and minimal discretionary intervention.

Monetarist Critique of Keynesianism
Monetarists argued that excessive government and central bank intervention
often led to inflation and economic instability. They promoted the idea that
central banks should target steady growth in the money supply rather than
focusing on short-term economic fluctuations.

Policy Implications
Monetarism influenced central banks to adopt inflation targeting and greater
transparency. The emphasis shifted towards achieving price stability as a
primary objective, with central banks using monetary aggregates and interest
rate policies as tools.

Contemporary Developments in Central Banking
Theory
Modern central banking theory integrates insights from previous schools of
thought while addressing new challenges such as financial crises,
globalization, and digital currencies. Central banks now operate within a
complex environment requiring sophisticated policy frameworks.

Inflation Targeting and Forward Guidance
Contemporary central banking often centers on inflation targeting combined
with forward guidance to shape market expectations. This approach aims to
anchor inflation expectations and enhance policy effectiveness.



Macroprudential Regulation
Recent financial crises revealed the need for central banks to oversee
systemic risk and ensure financial stability. Macroprudential tools have
become integral to central banking theory, expanding the traditional focus on
inflation and output.

Emerging Trends and Innovations
Central banking theory continues to evolve with the advent of
cryptocurrencies, digital central bank currencies (CBDCs), and increasing
integration of global financial markets. These developments pose new
theoretical and practical questions for policymakers.

Origins of central banking and early functions

Classical and neoclassical money theories

Keynesian impact on monetary policy

Monetarist emphasis on money supply control

Modern inflation targeting and financial stability roles

Frequently Asked Questions

What is the origin of central banking theory?
Central banking theory originated from the need to manage national currencies
and stabilize financial systems, with early examples including the
establishment of the Bank of England in 1694 as a model for managing
government debt and issuing currency.

How did the classical economic thinkers influence
central banking theory?
Classical economists like Adam Smith and David Ricardo contributed to central
banking theory by discussing the role of money, credit, and banking systems
in economic growth and stability, emphasizing the importance of sound
monetary policies and the dangers of excessive note issuance.



What role did the Gold Standard play in shaping
central banking theory?
The Gold Standard, which linked currency value to a fixed quantity of gold,
influenced central banking theory by promoting monetary stability and
limiting central banks' ability to expand the money supply, thereby shaping
ideas about currency convertibility and central bank discipline.

How did the Great Depression impact central banking
theory?
The Great Depression led to a re-evaluation of central banking theory,
highlighting the need for active monetary policy to manage economic cycles,
as advocated by economists like John Maynard Keynes, and shifted central
banks from a passive role to more interventionist approaches.

What is the significance of the Federal Reserve's
creation in central banking theory?
The creation of the Federal Reserve in 1913 marked a significant development
in central banking theory by introducing a central bank designed to provide
liquidity, regulate banks, and stabilize the US financial system, influencing
modern concepts of central bank independence and policy tools.

How did Keynesian economics affect the evolution of
central banking theory?
Keynesian economics influenced central banking theory by promoting the idea
that central banks should actively manage interest rates and money supply to
influence aggregate demand, helping to smooth economic cycles and reduce
unemployment through monetary policy.

What is the role of central bank independence in
modern central banking theory?
Central bank independence is a key concept in modern central banking theory,
emphasizing that central banks should operate free from political pressures
to effectively control inflation and maintain credibility, thereby ensuring
stable economic growth and financial stability.

How has the concept of inflation targeting shaped
central banking theory?
Inflation targeting, introduced in the 1990s, has shaped central banking
theory by providing a clear, measurable goal for monetary policy, helping to
anchor inflation expectations, increase transparency, and improve the
effectiveness of central banks in maintaining price stability.



What challenges does digital currency pose to
traditional central banking theory?
Digital currencies, including cryptocurrencies and central bank digital
currencies (CBDCs), challenge traditional central banking theory by altering
payment systems, monetary control mechanisms, and financial stability
frameworks, prompting central banks to reconsider their roles and develop new
regulatory and policy approaches.

Additional Resources
1. The Theory of Central Banking by Ralph Hawtrey
This classic work explores the foundational principles of central banking,
focusing on the role of monetary policy and the control of the money supply.
Hawtrey, an influential economist, delves into the mechanisms by which
central banks stabilize economies and prevent financial crises. The book
traces the evolution of central banking theory up to the early 20th century,
offering insights that remain relevant today.

2. Central Banking in Theory and Practice by Alan S. Blinder
Blinder provides a comprehensive overview of central banking, blending
theoretical frameworks with practical applications. The book covers the
historical development of central banks, explains key concepts such as
interest rate targeting, and discusses modern challenges like inflation
control and financial regulation. It serves as both an academic resource and
a guide for policymakers.

3. The Origins and Development of Central Banking by Forrest Capie
This book offers a detailed historical account of central banking from its
inception to the modern era. Capie examines how central banks emerged, their
evolving functions, and their impact on national and global economies. The
narrative highlights significant milestones and controversies in central
banking history.

4. A History of Central Banking and the Enslavement of Mankind by Stephen
Mitford Goodson
Goodson presents a critical and controversial perspective on the history of
central banking, arguing that central banks have often served elite interests
at the expense of public welfare. The book traces the origins of central
banks and critiques their role in economic manipulation and loss of
sovereignty. It is a provocative read that challenges mainstream narratives.

5. The Federal Reserve and the Financial Crisis by Ben S. Bernanke
Written by a former Federal Reserve Chairman, this book provides an insider’s
view of the central bank’s response to the 2007-2008 financial crisis.
Bernanke explains the theoretical underpinnings of central banking actions
during the crisis and reflects on the evolution of monetary policy tools. The
text is essential for understanding modern central banking challenges.



6. Money, Bank Credit, and Economic Cycles by Jesús Huerta de Soto
Huerta de Soto explores the Austrian School’s perspective on central banking,
emphasizing the relationship between bank credit creation and economic
cycles. The book critiques central bank interventions and advocates for a
return to free banking principles. It offers a thorough theoretical and
historical analysis of monetary policy and banking systems.

7. The Bankers' New Clothes: What's Wrong with Banking and What to Do about
It by Anat Admati and Martin Hellwig
While focusing broadly on banking, this book addresses the role of central
banks in regulating the financial system. Admati and Hellwig analyze the
risks and failures of modern banking practices and propose reforms to enhance
stability. The historical context of central banking theory is woven
throughout their critique.

8. Central Banking: Theory and Practice in Sustaining Monetary and Financial
Stability edited by Thammarak Moenjak
This edited volume brings together contributions from leading economists on
the evolution of central banking theory. It covers historical developments,
policy frameworks, and case studies from various countries. The book is a
valuable resource for understanding how central banks adapt to changing
economic conditions.

9. The Evolution of Central Banking by Forrest Capie and Geoffrey E. Wood
This comprehensive text traces the development of central banking
institutions over centuries, highlighting shifts in theory and practice.
Capie and Wood examine the interplay between economic thought and policy
implementation, illustrating how central banks have navigated political and
economic challenges. The book combines historical narrative with theoretical
insights.
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  history of central banking theory: The Evolution of Central Banking: Theory and
History Stefano Ugolini, 2017-11-20 This book is the first complete survey of the evolution of
monetary institutions and practices in Western countries from the Middle Ages to today. It radically
rethinks previous attempts at a history of monetary institutions by avoiding institutional approach
and shifting the focus away from the Anglo-American experience. Previous histories have been
hamstrung by the linear, teleological assessment of the evolution of central banks. Free from such
assumptions, Ugolini’s work offers bankers and policymakers valuable and profound insights into
their institutions. Using a functional approach, Ugolini charts an historical trajectory longer and
broader than any other attempted on the subject. Moving away from the Anglo-American
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perspective, the book allows for a richer (and less biased) analysis of long-term trends. The book is
ideal for researchers looking to better understand the evolution of the institutions that underlie the
global economy.
  history of central banking theory: A History of Central Banking in Great Britain and the
United States John H. Wood, 2005-06-06 This 2005 treatment compares the central banks of Britain
and the United States.
  history of central banking theory: Central Banking before 1800 Ulrich Bindseil, 2019-12-19
Although central banking is today often presented as having emerged in the nineteenth or even
twentieth century, it has a long and colourful history before 1800, from which important lessons for
today's debates can be drawn. While the core of central banking is the issuance of money of the
highest possible quality, central banks have also varied considerably in terms of what form of money
they issued (deposits or banknotes), what asset mix they held (precious metals, financial claims to
the government, loans to private debtors), who owned them (the public, or private shareholders),
and who benefitted from their power to provide emergency loans. Central Banking Before 1800: A
Rehabilitation reviews 25 central banks that operated before 1800 to provide new insights into the
financial system in early modern times. Central Banking Before 1800 rehabilitates pre-1800 central
banking, including the role of numerous other institutions, on the European continent. It argues that
issuing central bank money is a natural monopoly, and therefore central banks were always based on
public charters regulating them and giving them a unique role in a sovereign territorial entity. Many
early central banks were not only based on a public charter but were also publicly owned and
managed, and had well defined policy objectives. Central Banking Before 1800 reviews these
objectives and the financial operations to show that many of today's controversies around central
banking date back to the period 1400-1800.
  history of central banking theory: Free Banking: Theory, History, and a Laissez-Faire
Model Larry J. Sechrest, 2008
  history of central banking theory: Central Banking and Monetary Policy in the G20:
Paradigms and Challenges İrfan Kalaycı, 2025-01-07 Behind productive and prosperous economies
are independent central banks that implement effective monetary policies. This observation is
especially valid for the G20, which comprises the world’s top twenty economies in terms of gross
domestic product and the largest stakeholders of the global economic system. These economies
include Argentina, Australia, Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan,
Mexico, Russia, Saudi Arabia, South Africa, South Korea, Turkey, the United Kingdom, the United
States, and the European Union. Three features of this book, which focuses on central banking and
monetary policy in the G20, an intergovernmental platform, stand out: Firstly, as contemporary
theories and global practices confirm, the main purpose of central banks is to ensure monetary and
price stability, not despite the government but in cooperation with it. This principle is strongly
emphasized here. Governments, which must maintain fiscal discipline, are key to the success of
central banks in combating inflation and deflation. Secondly, since the authors of the book chapters
come from various countries and academic institutions, the book offers a range of perspectives and
intellectual richness. Without deviating from the book's main axis, the authors examine the changing
paradigms in central banking and the increasing challenges of monetary policy. This examination is
based on developed and emerging economies, integrations, financial organizations, and economic
crises within the G20, informed by significant sources. Thirdly, this book offers university
researchers, professional business practitioners, and curious readers the opportunity to explore and
reflect on new concepts such as green central banking, digital money, and interest-free monetary
policies, which have gained prominence in the wake of the global COVID-19 pandemic, alongside
mainstream topics. It is hoped that this book, consisting of 14 chapters, will inspire those who wish
to conduct new and renewed academic studies on global central banks and monetary policies and
will fill a gap in the literature.
  history of central banking theory: Studies in Banking Theory, Financial History and Vertical
Control M.L. Burstein, 1988-06-18 These essays span the author's thirty years in professional



economics. Fundamental papers on vertical (industrial) control, property rights, approaches to
market behaviour, macroeconomic dynamics and the paper-money systems of 18th century British
North America are revised and reappraised.
  history of central banking theory: The History of Banking II, 1844-1959 Vol 1 Duncan M
Ross, 2024-10-28 The role of banks and banking systems in facilitating and shaping the pattern of
economic growth has been much explored in an attempt to understand differing levels of economic
success in industrializing and mature economies. This is a collection of contributions to the
understanding of this role.
  history of central banking theory: The Future of Central Banking Forrest Capie, 1994 This
volume contains two major papers prepared for the Bank of England's Tercentenary Symposium in
June 1994. The first, by Forrest Capie, Charles Goodhart and Norbert Schnadt, provides an
authoritative account of the evolution of central banking. It traces the development of both the
monetary and financial stability concerns of central banks, and includes individual sections on the
evolution and constitutional positions of 31 central banks from around the world. The second paper,
by Stanley Fischer, explores the major policy dilemmas now facing central bankers: the extent to
which there is a short-term trade-off between inflation and growth; the choice of inflation targets;
and the choice of operating procedures. Important contributions by leading central bankers from
around the world, and the related Per Jacobsen lecture by Alexander Lamfalussy, are also included
in the volume.
  history of central banking theory: Norges Bank 1816-2016 Einar Lie, 2020-04-23 Norges
Bank has been an integrated part of Norwegian economic development from the complicated birth of
the new nation-state after the Napoleonic wars to the present nouveau-richness of the Norwegian oil
economy. This book traces its 200-year history, focusing on its relations with political institutions
that have shaped and reshaped the bank's role since its establishment in 1816. In the first fragile
years of the new nation, Norges Bank took centre stage in the discussion on how to reconstruct a
collapsed monetary system, and how trust and resources should support the core financial function
of the State apparatus. The financial and political role of the bank came to the fore from the late
1800s and peaked during the turbulent interwar years of the 1920s, after which the bank became
the foremost defender of the monetary order and the gold standard, in bitter conflict with the
emerging Labour Party. The blow that the Second World War delivered to central bank
independence left the bank firmly subordinated to the Ministry of Finance. Not until 1986 was larger
autonomy in monetary policy granted, and since then the bank's weight and responsibilities have
continued to expand with its position as manager of the Norwegian oil fund. The bank's role has
been largely defined by perceptions of what kind of financial services Norway needed, how economic
policy was coordinated, and how discretionary power was distributed between the elected bodies,
the executive branch, and underlying institutions with a defined mandate. The central aim of this
book is to trace and explain these changes over the past two centuries.
  history of central banking theory: Central Banking Thammarak Moenjak, 2014-07-03
Understand the theories and interpret the actions of modern central banks Central Banking takes a
comprehensive look at the topic of central banking, and provides readers with an understanding and
insights into the roles and functions of modern central banks in advanced as well as emerging
economies, theories behind their thinking, and actual operations practices. The book takes a
systematic approach to the topic, while providing an accessible format and style that is appropriate
for general audiences and students with only a minimal macroeconomic background. Theoretical
reviews and examples of how the theories are applied in practice are presented in an
easy-to-understand manner and serve as a guide for readers to further investigate specific ancillary
central banking topics and as a means to make informed judgments about central bank actions.
Important topics covered in the book include: Evolution of central banking functions and the
international monetary system Theoretical backgrounds that are the foundation to the modern
practice of monetary policy Monetary policy regimes, including exchange rate targeting, money
supply growth targeting, the risk management approach, inflation targeting, and unconventional



monetary policy. Actual practice in market operations and transmission mechanisms of monetary
policy The exchange rate and central banking Theoretical backgrounds related to various
dimensions of financial stability Current developments with regards to sustaining financial stability
The future of central banking in the wake of the 2007-2010 global financial crisis Case studies on
relevant practical issues and key concepts in central banking Designed as essential reading for
students, market analysts, investors, and central banks' new recruits, Central Banking better
positions readers to interpret the actions of central banks and to understand the complexities of
their position in the global financial arena.
  history of central banking theory: The ^AOxford Handbook of the Economics of Central
Banking David G. Mayes, Pierre L. Siklos, Jan-Egbert Sturm, 2019-02-15 The Oxford Handbook of
the Economics of Central Banking reflects the state of the art in the theory and practice and covers a
wide range of topics that will provide insight to students, scholars, and practitioners.
  history of central banking theory: Monetary Theory and Policy from Hume and Smith to
Wicksell Arie Arnon, 2010-11-22 This book provides a comprehensive survey of the major
developments in monetary theory and policy from David Hume and Adam Smith to Walter Bagehot
and Knut Wicksell. In particular, it seeks to explain why it took so long for a theory of central
banking to penetrate mainstream thought. The book investigates how major monetary theorists
understood the roles of the invisible and visible hands in money, credit and banking; what they
thought about rules and discretion and the role played by commodity-money in their
conceptualizations; whether or not they distinguished between the two different roles carried out via
the financial system - making payments efficiently within the exchange process and facilitating
intermediation in the capital market; how they perceived the influence of the monetary system on
macroeconomic aggregates such as the price level, output and accumulation of wealth; and finally,
what they thought about monetary policy.
  history of central banking theory: The Origins, History, and Future of the Federal Reserve
Michael D. Bordo, William Roberds, 2013-03-25 Essays from the 2010 centenary conference of the
1910 Jekyll Island meeting of American financiers and the US Treasury.
  history of central banking theory: A Century of Monetary Policy at the Fed David E.
Lindsey, 2016-04-20 In this narrative history, David E. Lindsey gives the reader a ringside seat to a
century of policies at the US Federal Reserve. Alternating between broad historical strokes and deep
dives into the significance of monetary issues and developments, Lindsey offers a fascinating look
into monetary policymaking from the Fed's inception in 1913 to today. Lindsey's three decades of
service on the Federal Reserve Board staff allow him to combine the heft of scholarship with an
insider's perspective on how the recent chairmen's and current chairwoman's personalities and
singular visions have shaped policy choices with far-reaching consequences. He critiques the
performances of Chairman Ben Bernanke and Vice Chair Janet Yellen during the prelude, outbreak,
and aftermath of the financial crisis of 2008, situating them in the context of the Fed's century-long
history. He also quantitatively explores an alternative to the conventional New-Keynesian theory of
inflation, replacing so-called rational expectations with the Fed's inflation objective. This unique
volume is a piece of living history that has much to offer economists and monetary policy and finance
professionals.
  history of central banking theory: Elgar Encyclopedia of Financial Crises Sara Hsu,
2023-12-11 Beginning with the 2008 global crisis in the United States, and particularly after the
COVID-19 pandemic shook economies around the world, academics, practitioners, and other experts
have become increasingly sensitised to the potential for financial and economic fragility to result in a
systemic breakdown. Presenting a synopsis of lessons learnt from financial crises arising out of the
19th, 20th and 21st centuries, each entry examines a unique past issue to help to develop future
outcomes, operating as a touchstone for further research.
  history of central banking theory: Public Affairs Information Service Bulletin , 1928
  history of central banking theory: Reader's Guide to the Social Sciences Jonathan Michie,
2014-02-03 This 2-volume work includes approximately 1,200 entries in A-Z order, critically



reviewing the literature on specific topics from abortion to world systems theory. In addition, nine
major entries cover each of the major disciplines (political economy; management and business;
human geography; politics; sociology; law; psychology; organizational behavior) and the history and
development of the social sciences in a broader sense.
  history of central banking theory: How to Find Out About Banking and Investment Norman
Burgess, 2016-06-06 How to Find Out About Banking and Investment
  history of central banking theory: Between Payments and Credit George Pantelopoulos,
2025-06-22 In unpacking credit relationships and payments over the past 1000 years in addition to
how technological innovations are shifting the credit relationships/payments landscape – from
barter, commodity money, single layered to dual-layered financial money systems and from CBDC to
stablecoins – this book systematically explores the various techniques that have been introduced in
an attempt to improve the organisation, efficiency and stability of the IOU economy as a way to
mitigate or prevent the universal challenge of the IOU economy from binding. In doing so, the book
first unpacks how credit relationships, payments and economic life have developed throughout
history, and sheds light on how the adoption of various techniques have led to greater efficiencies in
payments across time. In addition, the book also explores how technological innovations are shifting
the credit relationships/payments landscape. Subsequently, the book demonstrates how the adoption
of five major techniques have to a large extent mitigated (but not eliminated) the threat of the
universal challenge of the IOU economy from arising. With this, the book also envisages that the
adoption of systems of financial accounts provides a didactic framework for those who are interested
in studying topics in credit relationships and payments at an intermediate/advanced level (e.g.
masters level university students, academics etc.).
  history of central banking theory: A History of the Federal Reserve Allan H. Meltzer,
2010-02-15 Allan H. Meltzer's monumental history of the Federal Reserve System tells the story of
one of America's most influential but least understood public institutions. This first volume covers
the period from the Federal Reserve's founding in 1913 through the Treasury-Federal Reserve
Accord of 1951, which marked the beginning of a larger and greatly changed institution. To
understand why the Federal Reserve acted as it did at key points in its history, Meltzer draws on
meeting minutes, correspondence, and other internal documents (many made public only during the
1970s) to trace the reasoning behind its policy decisions. He explains, for instance, why the Federal
Reserve remained passive throughout most of the economic decline that led to the Great Depression,
and how the Board's actions helped to produce the deep recession of 1937 and 1938. He also
highlights the impact on the institution of individuals such as Benjamin Strong, governor of the
Federal Reserve Bank of New York in the 1920s, who played a key role in the adoption of a more
active monetary policy by the Federal Reserve. Meltzer also examines the influence the Federal
Reserve has had on international affairs, from attempts to build a new international financial system
in the 1920s to the Bretton Woods Agreement of 1944 that established the International Monetary
Fund and the World Bank, and the failure of the London Economic Conference of 1933. Written by
one of the world's leading economists, this magisterial biography of the Federal Reserve and the
people who helped shape it will interest economists, central bankers, historians, political scientists,
policymakers, and anyone seeking a deep understanding of the institution that controls America's
purse strings. It was 'an unprecedented orgy of extravagance, a mania for speculation, overextended
business in nearly all lines and in every section of the country.' An Alan Greenspan rumination about
the irrational exuberance of the late 1990s? Try the 1920 annual report of the board of governors of
the Federal Reserve. . . . To understand why the Fed acted as it did—at these critical moments and
many others—would require years of study, poring over letters, the minutes of meetings and internal
Fed documents. Such a task would naturally deter most scholars of economic history but not, thank
goodness, Allan Meltzer.—Wall Street Journal A seminal work that anyone interested in the inner
workings of the U. S. central bank should read. A work that scholars will mine for years to
come.—John M. Berry, Washington Post An exceptionally clear story about why, as the ideas that
actually informed policy evolved, things sometimes went well and sometimes went badly. . . . One



can only hope that we do not have to wait too long for the second installment.—David Laidler,
Journal of Economic Literature A thorough narrative history of a high order. Meltzer's analysis is
persuasive and acute. His work will stand for a generation as the benchmark history of the world's
most powerful economic institution. It is an impressive, even awe-inspiring achievement.—Sir
Howard Davies, Times Higher Education Supplement
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