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Abstract

Since the 1980s, many countries have reformed their central banks to enhance operational
independence. Using biographical data, press coverage, and expert opinions, we find that
during this period, appointments of central bank governors became increasingly politically
motivated, particularly following legislative reforms intended to insulate central banks and
their governors from political interference. Furthermore, we show that politically motivated
appointments are associated with lower de facto independence and worse economic and
financial outcomes. As central banks worldwide have gained greater power, our findings

contribute to the debate on their democratic accountability and credibility.
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1 Introduction

In the late 1980s, central bank independence (CBI) emerged as an institutional solution to the

L The core idea was to

time inconsistency problem (Kydland and Prescott, 1977; Calvo, 1978).
transfer control of monetary policy away from elected politicians, whose reelection concerns could
lead to inflation bias or political cycles (Barro and Gordon, 1983; Alesina and Roubini, 1992).
Delegating monetary policy to unelected technocrats—or, more dramatically, to a conservative
central banker (Rogoff, 1985)—is seen as essential to maintain stable inflation and financial sta-
bility.2 Moreover, a large literature has stressed the quantitatively important impact of monetary
policy on equity risk premia (Bernanke and Kuttner, 2005; Lucca and Moench, 2015), variance
risk premia (Bekaert, Hoerova, and Duca, 2013), and credit spreads (Gertler and Karadi, 2015).

To safeguard price and financial stability, many countries reformed their central bank frame-
works to insulate monetary policy from political interference. This led to a documented rise in
legal or de jure CBI worldwide (Grilli, Masciandaro, and Tabellini, 1991; Cukierman, Web, and
Neyapti, 1992; Romelli, 2022). However, de jure CBI does not necessarily translate into actual or
de facto CBI (Cukierman et al., 1992). Laws are incomplete and, even when explicit, actual prac-
tice can deviate, particularly when politicians’ preferences differ from the central bank mandate
(Ehrmann and Fratzscher, 2011). As laws are difficult to reverse and political processes exhibit
a “status quo bias” (Fernandez and Rodrik, 1991), politicians might seek alternative avenues
to bypass the enacted reforms. This can give rise to a “seesaw effect”: when a policy reform
takes place in one dimension, but the broader political equilibrium remains largely unchanged,
politicians may use a different instrument to achieve the objective previously achieved with the
reformed instrument (Acemoglu, Johnson, Querubin, and Robinson, 2008).

One way politicians may seek to retain control over the central bank, which we bring to the
data, is by getting “their own people” in the top job. Anecdotal evidence for such behavior is

plentiful.® In this paper, we collect systematic biographical information, international press cov-

IFor an excellent overview of this literature, see Alesina and Stella (2010).

2Historical episodes, such as the U.S. experience of high inflation during the 1970s, underscore the risks of
political interference in monetary policy, as documented in Nixon-era records (Abrams, 2006; Ferrell, 2010).
After the global financial crisis, Bernanke (2010) and Fischer (2015) emphasize the importance of central bank
independence for financial stability.

3For example, The Economist (April 13, 2019) notes that “President Donald Trump has demanded that
interest rates should be slashed, speculated about firing the boss of the Federal Reserve [...] India’s government
has replaced a capable central-bank chief with a pliant insider who has cut rates ahead of an election [...] Rather



erage, and independent expert opinions to examine whether central bank governor appointments
become more or less political, following significant reforms aimed at insulating the central bank
and its governor from political interference. This inquiry is especially important and timely amid
the global increase in populism and continued expansion of central bank powers worldwide.*

If the original goal of improving de jure CBI is to reduce political interference, it is natural to
expect that as de jure CBI increases, politically-motivated central bank governor appointments
become less frequent. After all, such reforms include, among others, provisions intended precisely
to insulate the appointment process from political interference. A politically-motivated governor
appointment is defined as one where the appointment is skewed towards candidates who can be
classified, through various metrics, as being more loyal to the executive making the appointment
rather than the central bank mandate. If the intended goal is to make the central bank more po-
litically independent, then we should expect fewer politically-motivated governor appointments,
so that de jure CBI more convincingly becomes de facto CBI. This intuition suggests that the
correlation between de jure CBI metrics and independent governor appointments should be pos-
itive. However, this correlation may disappear or even become negative if politicians actively try
to “undo” institutional reforms by appointing governors with close ties to the government.

The goal of this paper is to examine which of these two narratives better describes the data and
examine whether political appointees are associated with worse economic and financial outcomes.
We should clarify that our paper does not inform the debate concerning the appropriate, or even
optimal, level of central bank independence. We take a certain level of existing de jure CBI as
given and ask whether the central bank governor appointments are consistent with the initial
motivation of enhancing central bank independence. We also take as given the need for a well-
functioning central bank as a key institution in the “pillars of prosperity” (Besley, Persson, and
Dann, 2021) and ask whether politicians try to “reverse” de jure CBI with political appointees.

We focus on central bank governors because of their disproportionate importance in running
the central bank. However, an argument might still be made that central banks are run by

boards of directors and/or monetary policy committees, and therefore focusing on one particular

than win by force of argument, they are seeking an edge by getting their own people into the top jobs”.

4Since the global financial crisis, central bank powers have expanded considerably, especially in the area of
financial stability. Their balance sheets have grown exponentially from about 20% national GDP to more than
70%, on average (e.g., Ferguson, Martin, Paul, and Moritz, 2023). Central bank powers are only expected to
expand as they are developing policies towards climate finance and digital currencies (Skinner, 2021).



person on the board might be missing important elements of central bank independence. For
example, Riboni and Ruge-Murcia (2010) argue that for five major central banks a model closer
to a “consensus model, where a super majority is required for a policy change”, captures the
decisions of those central banks better. There are, however, a number of arguments that make
us confident that focusing on the governor appointment is nevertheless a useful first step.

First, in many countries there is a disproportionate amount of attention on the political
decision to appoint (or re-appoint) a governor, and this attention is much more prevalent than
when appointing other members of the board.® Second, political pressures on central banks
often concentrate on the governor. When pressures escalate and dismissals occur, they typically
concern the governor rather than other members of the board.® For example, Drechsel (2024)
shows that 92% of the meetings of U.S. Presidents with Federal Reserve officials were with
the Fed chairman, indicating that efforts to exert influence through personal interactions were
primarily directed at the Chairman rather than other FOMC members. Third, a key reason to
focus on governors is the significantly important literature that leaders matter (e.g., Jones and
Olken, 2005; Besley, Montalvo, and Reynal-Querol, 2011; Funke, Schularick, and Trebesch, 2023;
Brown, 2022). In corporate finance, Bertrand and Schoar (2003) show that managers matter and
these empirical observations should also hold for central bank governors.

Even though the evidence on leadership may be more sparse for central banking, the idea is
also supported by the narrative of the Great Depression in Friedman and Schwartz (1963): “[I]f
Benjamin Strong could have had twelve months more of vigorous health, we might have ended
the depression in 1930, and with this the long drawn out world crisis that so profoundly affected

the ensuing political developments” (p. 692). Benjamin Strong was the chairman of the New

5For example, an article by the editorial board of the Financial Times on the re-appointment of Federal
Reserve Chairman Jerome Powell supports this argument (“Jay Powell should get a second term at the Fed”,
November 9, 2021).

6President Trump’s pressure on the Federal Reserve to keep interest rates low concentrated on Governors Yellen
and Powell. In 2017, “[Trump] left open the possibility of renominating Federal Reserve Chairwoman Janet Yellen
once her tenure is up next year, a shift from his position during the campaign that he would ‘most likely’ not
appoint her to another term. ‘I do like a low-interest rate policy, I must be honest with you,” Mr. Trump said
at the White House, when asked about Ms. Yellen” (The Wall Street Journal, April 12 2017; Reuters, April 12
2017). Later in 2018, when the Federal Reserve raised interest rates, Trump repeatedly threatened to fire Powell,
his own appointee, even if his legal authority to do so is not clear. In Turkey, President Erdogan’s feud with
the central bank about interest rate levels resulted in high central bank governor turnover; Murat Uysal’s tenure
lasted between July 6, 2019 and November 7, 2020 and Naci Agbal’s between November 8, 2020 and March 20,
2021. Political pressure on central bank governors may also manifest itself in more indirect ways. In Greece, for
example, the governor’s wife was prosecuted (and found not guilty after many years), a move widely interpreted
as a way to pressure Governor Stournaras to resign. It should be noted that these are all examples from countries
with de jure independent central banks.



York Bank, the equivalent of the New York Federal Reserve Bank at the time. Given that this
was the first major crisis that the recently established (1914) Federal Reserve was involved in, the
importance of having someone with deep knowledge of the potential problems and solutions was
paramount. Friedman and Schwartz essentially emphasize the importance of having the right
person in charge at the right time, while Monnet and Puy (2020) show that the identity and age
of the governors matter in the persistence of gold standard monetary practices under Bretton
Woods. Mishra and Reshef (2019) also document the importance of central bank governors’
career background in shaping financial policies.”

These observations reinforce the idea that the choice of a central bank governor is materially
important. To study this systematically, we hand-collect data on 317 governor appointments
across 57 countries from 1985 to 2020. To assess whether an appointment was politically mo-
tivated, we draw on three complementary sources. First, we examine biographical information
at the time of appointment, focusing on ties to the executive—such as prior government em-
ployment, ideological alignment with the ruling party, or personal connections (e.g., friendships
or family links). Second, we track how the international press characterized the appointment,
particularly regarding the governor’s perceived independence. Third, we conduct a large-scale
survey of independent academic experts in each country, asking them to evaluate the political
independence of the appointee at the time of their appointment. We contacted 587 economists
with expertise in macroeconomics or finance and received 262 responses (a 44.6% response rate).

We combine these three sources into an index of perceived political independence from the
executive and elected politicians at the time of appointment. To ensure robustness, we construct
multiple versions of the index using alternative aggregation methods. We validate all versions
of the index by showing that they all correlate positively with ex post measures of de facto CBI
from the existing literature (Cukierman et al., 1992). Since each criterion captures a distinct
dimension of perceived independence, we also analyze them separately in our empirical work.

Our main findings are as follows. First, we find no evidence supporting the hypothesis
that central bank governor appointments have become more independent over time, despite

significant improvements in de jure CBI. There is no discernible relationship between the governor

7On the link between governors’ background characteristics and their policy-making, see also Chappell Jr,
Havrilesky, and McGregor (1995), Gohlmann and Vaubel (2007), Malmendier, Nagel, and Yan (2021), as well as
Romer and Romer (2004) for a classic contribution using narrative approaches.



independence index (or any of its components) and measures of de jure CBI, including specific
reforms targeting the appointment, term of office, and dismissal of central bank governors. This
result holds for both developed and developing countries and remains consistent even when we
exclude EU countries after they joined the Eurozone. Although the selection of criteria or the
aggregation method could potentially affect our findings, we find that they do not: the results
hold for each individual criterion and are robust across alternative versions of the index.

To address endogeneity concerns, we also implement an instrumental variable (IV) strategy
using regional diffusion of reforms as an instrument for de jure CBI, following Acemoglu, Naidu,
Restrepo, and Robinson (2019). While this approach has its own limitations, the IV estimates
are consistent with our baseline results, reinforcing the conclusion that legal reforms in central
bank laws do not predict more independent governor appointments.

Second, not only have central bank governor appointments not become more independent on
average, but our results suggest that these appointments may have become increasingly politi-
cized as central banks gained greater operational autonomy. Specifically, we find that the rela-
tionship between the governor independence index and reforms intended to insulate governors
from political interference turns strongly negative when central banks are granted independence
in setting monetary policy. These results indicate that governments may be actively seeking
to “undo” institutional reforms and undermine de facto CBI by strategically appointing their
own people to the top job. Notably, this tendency appears to be mitigated in the presence of
external constraints, such as the European Union accession process or an IMF support program.
Additionally, we find that populist governments are more likely to appoint politically connected
central bank governors, an effect that holds even after controlling for country fixed effects.

Third, we find that governors perceived as more independent at the time of their appoint-
ment are also viewed as behaving more independently in office, according to expert surveys.
This supports the idea that political appointments offer meaningful insights into the de facto
independence of central bank governors. Consistent with this interpretation, we find that more
independent governors are associated with systematically better inflation and financial crises out-
comes while in office. We find that a one standard deviation increase in governor independence
is associated with a 0.46 percentage point drop in inflation and a 4.1 percentage point reduction

in the likelihood of a sovereign debt crisis during their tenure. These results hold even after



controlling for de jure CBI, the economic and political context at the time of appointment, and
other governor characteristics, explored in the literature (Mishra and Reshef, 2019).

It is important to explicitly emphasize that our findings do not necessarily mean that po-
litical appointees cause higher inflation rates or sovereign debt crises. A plausible alternative
interpretation is that political appointments are more common during periods of high inflation
and fiscal pressure. Crucially, both interpretations indicate that political interference in central
banks is intertwined with their core mandates and the fiscal position of the government—a re-
lationship we believe is nevertheless important to document at time when central banks’ powers
are expanding and fiscal pressures and populist politics are gaining ground globally.

That said, in our final set of tests, we examine financial market reactions to central bank
governor appointments by analyzing sovereign bond and exchange rate returns around the an-
nouncement date. These tests provide for tighter identification. By focusing on narrow event
windows around the announcement of an appointment, we can isolate changes in investor expec-
tations regarding how the appointee might influence future policy and macroeconomic outcomes.®
We find that announcements of more independent appointees are associated with higher bond
returns and a modest currency appreciation, consistent with improved investor confidence and
perceived policy credibility. In terms of magnitude, a one standard deviation increase in ap-
pointment independence raises bond returns by 0.12% over the 11-day window (about 2.7%
annualized) and leads to a 0.02% exchange rate appreciation (roughly 0.46% annualized).

We find that these effects are more pronounced in settings without institutional constraints—
such as explicit inflation targets or euro area membership—suggesting that markets respond more
strongly when individual discretion matters most. These results not only reinforce our earlier
findings with stronger identification, but also underscore investor concerns about the potential
economic risks of politicized appointments. Changes in investor expectations represent a key
channel through which monetary policy affects asset prices and the broader economy.

Our findings show that de jure CBI is not sufficient to ensure that the central bank is not

captured by political interests. In fact, recent cross-country evidence shows that central bankers

8This event-study approach is widely used to study, among others, the impact of unexpected changes in
monetary policy on stock prices (e.g., Bernanke and Kuttner, 2005), market reactions to policy appointments
(e.g., Acemoglu, Johnson, Kermani, Kwak, and Mitton, 2016), and the impact of public statements of political
figures on investors’ expectations about future policies (e.g., Bianchi, Gémez-Cram, Kind, and Kung, 2023).



aspire to further office (Adolph, 2013), care actively about justifying their policies (Fabo, Jan-
cokova, Kempf, and Pdstor, 2021), avoid reporting losses (Goncharov, Ioannidou, and Schmalz,
2023), and are receptive to political pressures (Binder, 2021).° Furthermore, public support for
CBI may have diminished in light of the rise of populism, allowing politicians to exert pressure on
central banks more overtly without fearing public backlash (Agur, 2018; Goodhart and Lastra,
2018; Dall’Orto Mas, Vonessen, Fehlker, and Arnold, 2020). The results of this paper illustrate
one channel through which external pressure or interference may occur: appointments.'® Even
with a narrow mandate, their control over interest rates directly impacts inflation, financial
markets, and economic activity, creating strong incentives for political interference. Expand-
ing responsibilities—such as financial regulation, supervision, and crisis management—further
heighten these pressures, attracting lobbying from powerful financial sector interest groups. Our
results suggest that as central banks’ powers continue to grow, the incentives to appoint political
allies, with the explicit or implicit aim to affect central bank policies, will likely increase.

Our results have important policy implications. First, political influence on central bank ap-
pointments undermines a central bank’s credibility, potentially allowing for the time-inconsistency
problem to resurface. As our results show, de jure CBI does not guarantee de facto independence.
Second, the design of the central bank’s institutional architecture, decision-making processes, and
governor selection mechanisms must be subjected to further scrutiny and accountability to ensure
that central banks are best equipped to fulfill their democratic mandate. The 2023 Review of
the Reserve Bank of Australia provides recommendations to best safeguard operational central
bank independence.!' The ultimate objective should be to avoid situations where, as Tucker
(2018) describes, the principal (politician) making the agent (governor) appointment has strong
incentives to appoint someone more loyal to the principal than to the central bank mandate.

The rest of the paper is organized as follows. Section 2 describes our data and their sources,
including the information we collect on central bank governor appointments. Section 3 discusses

how governor appointments relate to de jure CBI. Section 3 also explores whether governor

9Witheridge (2023) and Cakmakli, Demiralp, and Giines (2024) also examine episodes of political pressure on
central banks in emerging markets. In the US case, Bianchi et al. (2023) and Drechsel (2024) identify political
pressure exerted on the Federal Reserve over time.

10Tn an important contribution, Adolph (2013) focuses on partisan appointments in 20 democracies and finds
evidence suggesting that left- and right-wing governments tend to appoint central bankers with different monetary
preferences, noticeably altering the course of inflation.

11Gee: www.rba.gov.au/about-rba/review-of-the-rba/index.html (last accessed: November 15, 2023).
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appointments relate to de facto CBI, whether de facto CBI changes after policy independence,
and whether political appointees are less independent while in office. Finally, Section 3 studies
the relation between de jure or de facto CBI and inflation and financial stability outcomes.

Section 4 summarizes our findings and discusses their implications.

2 Data Description

2.1 Governor appointments

We aim to assess whether a governor’s appointment is (or is perceived to be) politically motivated,
that is, biased toward a candidate more likely to be loyal to the executive making the appointment
than committed to the central bank’s mandate. Given the inherently subjective nature of this
exercise, we employ a multifaceted approach combining information from three broad sources:
biographical details, press coverage, and expert assessments for each governor’s appointment.

This approach reduces the reliance on any single criterion or source of information. That said,
reasonable arguments can be made for or against the inclusion of any criterion, and measurement
error is unavoidable. Hence, we use a composite index (constructed in multiple ways) but also
examine each criterion individually, which allows readers who may question the relevance or
accuracy of certain criterion to focus on those they find more credible. To ensure that the index
has an informational value, we perform validation tests to demonstrate its relevance.

Our initial set of countries was taken from Dreher, Sturm, and De Haan (2008, 2010). Our
sample consists of 317 governor appointments in 57 countries between January 1985 and January
2020.'2 In what follows, we provide a description of each criterion and how we combine them
into an index characterizing each central bank governor appointment. Table 1 summarizes the
various criteria, including the information collected and the coding rules used to construct our
index, and provides descriptive statistics. The table also presents information on the alternative

coding rules that we consider to examine the robustness of our findings.

12By starting our sample in the mid-1980s, we ensure at least a decade of data on appointments before CBI
reforms gained widespread popularity. This approach aims to strike a balance between capturing the earlier
period and the practical challenges of going further back, where data availability, expert recall, and press coverage,
particularly in developing countries, become less reliable. Table OA1 in the Online Appendix reports the sample
countries, governor names, and appointment dates.



Biographical information We hand-collect biographical information for each appointee to
assess their potential ties to the executive branch of the government. Specifically, we focus on
three key types of ties: (1) previous employment in the executive, (2) ideological alignment with
the ruling party or coalition, and (3) family links to government officials. These dimensions
are motivated by the political economy literature, which highlights how such ties can serve as
channels for political influence and capture (e.g., McCarty, Poole, and Rosenthal, 2016; Rijkers,
Freund, and Nucifora, 2017; Autor, Dorn, Hanson, and Majlesi, 2020; Emery and Faccio, 2025).13

First, to capture employment ties, we compile information on whether the appointee’s most
recent position was in the executive branch of the government. A typical example is a senior
minister in office moving directly to the central bank governor role. For instance, in Poland,
Leszek Balcerowicz was appointed chairman of the central bank in 2001 while serving as deputy
prime minister and minister of finance. Similarly, in Greece, Yannis Stournaras transitioned in
2014 from finance minister to central bank governor, shortly after a cabinet reshuffle.

Second, we consider ideological ties. While shared ideology does not necessarily imply loyalty
or dependence, the literature suggests that ideological alignment can act as a proxy for political
influence, particularly in the context of increasing polarization (Autor et al., 2020). Donors
and elites with strong ideological commitments often influence appointments and policy agendas
(McCarty et al., 2016). We therefore collect information on the appointee’s political affiliations,
known partisan relationships, or public statements, and assess whether these align with the
ideology of the ruling party or coalition. For example, in France, Francois Villeroy de Galhau was
nominated governor of the Banque de France in 2015 by President Francois Hollande (Socialist
Party) and had previously served in advisory roles under socialist ministers.'4

Third, we examine family ties, identifying any kinship connections between the appointee
and members of the ruling party or coalition. For example, in Spain, Miguel Angel Fernandez

Ordonez was appointed governor of the Bank of Spain in 2006 while his wife, Ines Alberdi, was

13Emery and Faccio (2025) develop an extensive mapping of the revolving door between government and the
private sector. McCarty et al. (2016) highlight how ideological alignment among “elites” shape policy agendas
and appointments. Autor et al. (2020) document how adverse economic shocks can drive ideological polarization,
affecting political appointments and policy choices. Rijkers et al. (2017) show how entry regulation was shaped
by the business interests of the president’s family in Tunisia.

141 Belgium, central bank governors’ political leanings are typically public knowledge, often reflecting partisan
affiliations (e.g., Alfons Verplaetse, Christian Democrat; Guy Quaden, Socialist; Luc Coene, Conservative Liberal;
Jan Smets, Christian Democrat; Pierre Wunsch, Liberal).



a deputy in the Madrid Assembly for the Spanish Socialist Workers’ Party.

We compile and cross-check these data using central bank reports, government websites, and
press sources. As shown in Table 1, ideological ties are the most common (44.7% of appoint-
ments), followed by employment (26.8%) and family (3%) ties. About 44% of appointees have
no identifiable ties to the executive along any of these dimensions. We classify appointments

without such ties as independent for the purposes of our governor independence index.

Press coverage We also use press reports to assess the political motivations behind governor
appointments. Specifically, we record whether the international press characterizes an appoint-
ment as politically driven in an attempt to undermine the independence of the central bank.
Using Factiva, we search the digital archives of major English-speaking newspapers for ar-
ticles published within three months of each appointment. Our search includes the governor’s

last name and keywords related to appointments and central banking (e.g., “appointment,” “ap-

” @ M« M«

pointed,” “central banker,” “central bank,” “nomination,” “chairman,” “governor”). Articles

must explicitly refer to both the appointment and the role of central bank governor.'®

After retrieving all potentially relevant articles, we reviewed them to refine the selection
by excluding any articles that were not related to the appointment. The remaining articles
were carefully examined to identify any references suggesting political motivations behind the
appointment, aimed at undermining the central bank’s independence or influence its policies.
Common indicators include explicit mentions of the appointee’s close ties to the executive or
ruling party, or a direct transition from a political role, such as finance minister, to central
bank governor. In more nuanced cases, the press highlights political influence when appointees
previously held politically affiliated positions within the central bank. Appointments of long-
serving deputy governors are often portrayed as technocratic, part of a “natural succession”. A
list of examples that illustrate the range of cases is provided in the Online Appendix B.

One potential concern is that press coverage and views may be biased in different ways. For ex-

ample, English-speaking newspapers may disproportionately focus on larger Western economies,

coverage may be better in more recent years, and different press outlets may harbor their own

15To ensure the quality of the Factiva search, two independent reviewers collected and validated the articles
related to each governor appointment. A third reviewer compared the results of both searches and resolved any
discrepancies.

10



biased or partisan views. In this regard, it is important to note that although a “non-political”
appointment in a small economy may be less likely to receive coverage by the international press,
the reverse is probably not true when salient political motivations underlie an appointment. In
other words, even in small countries, the press is often more likely to cover a politically-motivated
appointment rather than non-controversial ones.'® To mitigate coverage concerns, we do not im-
pose a minimum article count-threshold in order to flag an appointment as politically motivated
based on the press. The number of articles can vary from just a handful to dozens or even
hundreds. We evaluate the content of the articles to identify explicit or implicit references to
political motivations aiming to undermine central bank independence. We find that 62.5% of

appointments are not politically-motivated based on the “Press” criterion (Table 1).

Independent experts Academics can also be a valuable source of information. Using a
survey, we collect information on the perceptions of independent academic experts about the
appointment and the tenure of each governor in their respective countries of origin. This approach
was first used by Blinder (2000) to measure central bank credibility. However, we deviate by not
including economists working at or affiliated with these central banks.

We focus on academics who specialize in macroeconomics or finance. For both fields, we
identify as much as possible academics with expertise in central banking and monetary economics.
Our list of experts is primarily drawn from the RePEc database, complemented by lists of NBER
and CEPR affiliates, as well as affiliates from national research and policy institutions. These
experts represent a diverse range of views and training backgrounds and exclude academics and
researchers with central bank employment contracts (Fabo et al., 2021).

In total, we contacted 587 academics (on average 10 per country) and assured all participants
that responses would only be used for aggregate analysis while maintaining individual confiden-
tiality. The survey was sent by email on 7 February 2020, followed by three reminders every two

weeks. We received a total of 262 responses (3 to 8 per country) covering 294 governors, resulting

16To give an example, the Czech Republic typically does not receive much international coverage when a
governor is appointed (only a handful of articles). However, the appointment of Zdenek Tuma in December 2000
generated a large number of articles (we identified more than 160 press articles and releases) because of political
disputes surrounding the nomination. For instance, the The Financial Times (December 1, 2000) reported: “The
government is fuming that the president [Mr Havel] ignored its recommendations [...]. Instead Mr Havel took
advantage of the resignation of Josef Tosovsky, governor since 1990, to install his own candidate.” The article
goes on to emphasize: “Mr Tuma, 40, [...] is identified with the president’s allies in the Four Party Coalition in
parliament and the Lipa business lobby.”

11



in a response rate of 44.6%. The 262 responses include 22 partial responses. Our response rate is
comparable to that of Blinder, Ehrmann, De Haan, and Jansen (2017), who surveyed academics
about monetary policy practices in several countries.

The survey comprises two questions related to each governor’s appointment and tenure. The
first question ( “In your opinion, at the time of the appointment, was [Governor’s name] a polit-
ically independent central bank governor?”) aims to assess whether at the time of appointment
the expert perceived the appointment as politically-motivated. The second question ( “In your
opinion, with the benefit of hindsight, was [Governor’s name/ a politically independent central
bank governor?”) aims to capture whether the expert perceived the governor as independent
based on their tenure. We use this second question to examine whether governors who were
perceived as less independent at the time of their appointment (by the experts or based on any
of our other criteria) were also thought to have behaved less independently while in office.

«“

For both questions, experts must answer either “yes”, “no”, or “I do not know”, and were

also given the option to comment on each appointment. To quantify the results of the survey,
accounting for divergence of opinions and different numbers of responses, we use the standard
balance statistic (Pesaran and Weale, 2006).'7 We require a minimum of three responses for each
appointment. For each governor, we calculate the balance statistic as the share of the number
of “yes” minus the number of “no” divided by the total responses. This yields a measure for
every governor that varies between -1 and 1 (by construction), representing the opinion of the
majority of respondents. “I do not know” answers are not treated as missing values but take
the (neutral) value of 0 and are counted as part of the total number of responses per governor.
Hence, the higher the number of “I do not know” per governor, the closer the value to zero.
If the balance statistic has a value greater than 0, we classify that appointment as politically
independent according to the opinions of the experts. The “Experts” criterion in the construction
of our index is based on the first question. As can be observed in Table 1, experts perceived
61.2% of the governors as independent at the time of appointment (first question). In contrast,

58% are believed to have behaved independently during their tenure (second question).!®

7Nardo (2003), Pesaran and Weale (2006), and Greenwood and Shleifer (2014), among others, favor the
“balance statistic” approach to generate quantitative measures from categorical survey data.

18Figure OA1 in the Online Appendix shows, for each country, the differences in the experts’ perceptions of
governor independence at the time of appointment and at the end of their tenure.

12



Governor independence index To characterize each appointment, we combine three crite-
ria—“Executive ties,” “Press,” and “Experts”—into an overall index, which we refer to as the

governor independence (GI) index, as follows:
GI-tzlf:c? (1)
) n = 7,t

where C’ij’t equals 1 if the appointment of governor ¢ at time ¢ is viewed as independent of political
motives according to criterion j, and equals 0 otherwise. The subscript j can be 1,...,n with
n = 3. For example, C’Z-l,t represents the criterion “Executive ties,” which equals 1 if the appointed
governor has no previous employment, ideological alignment, or family links with the executive
and equals 0 otherwise. The GI index GI; ranges from 0 to 1, with higher values indicating
greater independence of the governor. Each criterion is weighted equally.

This additive approach is valuable because it draws on distinct and complementary sources
of information. While biographical records may provide evidence of ties (such as employment
history or family links), the press and experts can sometimes uncover additional information
that is not readily observable from official sources. Conversely, press reports and expert opinions
may themselves be biased, and in such cases, the objective facts from biographical data provide
a useful counterbalance. The additive structure allows the strengths in one criterion to offset
potential weaknesses in another. For example, a governor might receive a low score from the
press but have no executive ties and favorable expert assessments, leading to a higher overall GI

score than a governor where all three criteria point to political motives.

Alternative GI indexes To assess whether the results are sensitive the aggregation method,

we develop two alternative versions of the GI index:

1. GI Lexi (Lexicographic Approach): GI Lexi applies a stricter, non-additive rule, where
a governor is classified as independent only if all three criteria—“Executive Ties,” “Press,”
and “Experts”—indicate independence. Under this approach, any indication of political
influence results in a classification of non-independence. Although this method is more
restrictive, it provides a useful robustness check by not allowing one strong criterion to

offset weaknesses in others, that is, independence is determined by the “weakest link.”
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2. GI PCA (Principal Component Analysis): GI PCA is constructed using the first
principal component of the 5 sub-criteria that form the baseline index. The key advantage
of PCA is its ability to reduce the dimensionality of the data while preserving the maximum
variance across the criteria. This approach generates a data-driven index, without assump-

tions about the relative importance (weights) of the individual criteria or the aggregation

method (see, e.g., Ellul and Yerramilli, 2013).

Each version of the index provides a distinct perspective on measuring governor independence,
enabling us to test the robustness of our main findings across different approaches. We also report
results for each criterion separately. As shown in Table 1, we are able to compute the GI index
for 274 of the 317 governors in our sample, as data for some criteria are missing for certain
observations. The GI index has a mean of 0.549 and a standard deviation of 0.372.1°

In contrast, the GI Lexi index, which applies a non-additive approach, covers all 317 appoint-
ments and yields a lower average value of 0.319. This reflects a higher proportion of governors
classified as political appointees under the stricter “weakest link” rule. Under GI Lexi, a governor
is classified as not independent (i.e., GI Lexi = 0) if any of the three criteria indicate political
influence, even if data for some criteria are unavailable. By contrast, with the additive or PCA
approaches, the index is only computed when data are available for all three criteria.

To examine the relationships among the different versions of the index and its underlying
criteria, we present a correlation matrix in Table 2. The alternative indexes are all positively
correlated, with pairwise correlations of 0.780 or greater; the strongest correlation is between
the baseline index and GI PCA (0.914). The pairwise correlations between the GI index and its
three components are also positive and statistically significant, but never near 1, indicating that
each criterion captures distinct information. Among the three criteria, the highest correlation
is between “Executive Ties” and “Press” (0.422), suggesting that press evaluations are strongly
influenced by executive ties. In addition, the correlation between “Experts” and “Press” is
stronger than between “Experts” and “Executive Ties” (0.347 vs. 0.269), indicating that both

experts and the press reflect broader political factors beyond executive ties.

19The GI index is higher for developed countries compared to developing ones. Specifically, the average index
value for developed countries is 0.60, while for developing countries it is 0.48. This difference is statistically
significant at the 1% level, with a ¢-test value of 2.73. We use the World Bank’s income classification, categorizing
high-income countries as “developed” and low-, lower-, and upper-middle-income countries as “developing.”
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2.2 De jure CBI and other governor and country characteristics

To measure de jure CBI, we rely on three standard indexes: Cukierman et al. (1992) (CWN),
Grilli et al. (1991) (GMT), and Romelli (2022, 2024) (ROM). These indexes capture key le-
gal and institutional features of central banks, such as appointment and removal procedures,
policy objectives, and restrictions lending to the government. The most recent index, ROM,
extends CWN and GMT by incorporating two critical dimensions, “financial independence” and
“accountability,” and introduces time-variation. In our empirical analysis, we use this time-
variation to identify the timing of the main central bank reforms in each country. Data for all
three indexes are taken from Romelli (2024), which extends coverage until 2023.

The de jure CBI indexes range from 0 (indicating no independence) to 1 (indicating full
independence). Descriptive statistics, provided in Table A2 in the Appendix A, show that the
ROM index has an average value of 0.622, with a broad range from 0.147 to 0.929. As the three
indexes exhibit a high degree of correlation, we adopt ROM as the primary measure of de jure
CBI and reports results for CWN and GMT in robustness analyses. Unless otherwise specified,
the term “de jure CBI” in our tables denotes the ROM index from Romelli (2024).

Figure 1 shows the average average difference (“gap”) between de jure CBI and the GI index
for each country. Positive gaps (red bars above zero) signify countries where the de jure CBI
index suggests a higher degree of central bank independence than the GI index. The opposite is
true for countries with negative gaps. Countries are sorted based on the size of the gap. Bolivia
and Venezuela top the list with the largest positive gaps. On the other end of the spectrum, the
United Kingdom and Australia have the largest negative gaps. On average, the gap is 0.10, and
it is smaller in developed than in developing countries (0.06 vs. 0.14).

In addition to de jure CBI, we also account for other governor characteristics identified in the
literature (e.g., Mishra and Reshef, 2019). Specifically, we control for educational background
(i.e., whether the governor holds a PhD in economics/finance or a related postgraduate degree)
and for professional experience in top-level roles at central banks, international organizations
(e.g., IMF, BIS), academia (professor in economics/finance), the private financial sector, or
high-level government advisory bodies (e.g., council of economic advisors). Our data sources

include the database of Mishra and Reshef (2019), which we supplement from various online
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sources (e.g., central bank websites, biographies, CVs, the press).

The correlation matrix in Table 2 reveals that governor independence is positively and sig-
nificantly linked to both advanced educational qualifications (PhD or advanced related degree)
and high-level professional experience (central banks or international organizations). The corre-
lation with academic background is also positive but weaker. Interestingly, there is no significant
relationship between governor independence and top-level positions in the financial sector or
economic advisory councils. Breaking down the index to its three criteria, we observe that
more independent governors based on the “Executive Ties” and “Experts” criteria tend to have
stronger educational and professional backgrounds (top level positions at central banks), while
for “Press,” the positive link appears mainly with educational qualifications.

Finally, we also incorporate variables capturing the broader macroeconomic and political
context at the time of each appointment. Specifically, we use data on government stability from
the International Country Risk Guide (ICRG) and indicators of macroeconomic turbulence: (i)
whether the governor’s predecessor was forced to resign or removed prior to the end of their

term, and (ii) whether the country was under an IMF program at the time of the appointment.

2.3 Index validation

Validating the GI index is important to ensure that it captures meaningful variation in central
bank governor independence, rather than noise. Hence, in Table 3, we examine whether the
GI index and its alternatives correlate with established indicators of de facto CBI from the
literature. Specifically, high turnover rates and early departures have long been interpreted as
signs of political interference and thus low de facto CBI (Cukierman et al., 1992; Cukierman and
Webb, 1995; Crowe and Meade, 2007; Dreher et al., 2008; Artha and de Haan, 2015).

Using a Cox (1972) hazard model, we assess how the GI index and its alternatives relate to
the likelihood of early departures. Column (1) shows that more independent appointments (i.e.,
those with higher GI values) are associated with a lower hazard rate of early exit, consistent

with higher de facto CBL.2? A one standard deviation increase in the GI index (i.e., by 0.372) is

20The hazard rate indicates the likelihood that a governor leaves office at a specific time during their term,
conditional on not having left the office by that time. Figure OA2 in the Online Appendix shows that the baseline
hazard function is U-shaped—initially declining, then rising toward the end of the term. The Kaplan-Meier
survival curve suggests that the probability of remaining in office declines sharply after the first two years.
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associated with a 31.8% lower probability of early departure (i.e., exp(—1.029 x 0.372) ~ 0.682).

Columns (2)-(3) of Table 3 show that the two alternative GI indexes, GI Lexi and GI PCA,
are each associated with a lower likelihood of early departures, with GI PCA enjoying greater
statistical significance than GI Lexi. Overall, these results support the informativeness of the
GI-based measures in capturing meaningful differences in appointment independence.

Turning to the control variables, we find that central bank governors are less likely to leave
office prematurely when government stability is high or when the country is operating under
an IMF program. In contrast, governors who themselves replaced predecessors who left office
before completing their term are also more likely to depart early. Additionally, prior top-level
experience at a central bank, international organization, or economic advisory body is associated
with greater tenure stability. Conversely, governors with primarily academic backgrounds are
more likely to leave office early. However, we find no systematic relationship between a governor’s
formal educational attainment and early departure.

Finally, column (4) presents a similar validation for “Experts (hindsight),” the variable we
use to examine whether more independent appointees are also thought to have behaved more
independently while in office. The results mirror those for the GI index: more independent

governors, as measure by “Experts (hindsight),” are significantly less likely to leave early.

3 Results

3.1 Governor appointments and de jure CBI

The original motivation for granting central bank independence was to protect central banks
from political interference. If these reforms are effective, we would expect that central bank
appointments would become (and perceived to be) more politically independent as de jure CBI
increases. After all, such reforms include, among other things, provisions to safeguard both
the appointment and the tenure of the central bank governor from political interference. This
narrative predicts a positive correlation between the GI index and measures of de jure CBI.
If, instead, politicians try to retain control by appointing allies, we would expect either no

correlation, or even a negative correlation between the GI and de jure CBI indexes.
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Figure 2 suggest that this second narrative fits the data better (the values of both the de
jure CBI and GI indexes are normalized to 1 at the start of the sample period i.e., in 1985). We
observe a significant increase in the de jure CBI indexes after 1997 when many countries began
to grant more independence to their central banks. By contrast, the GI index remains fairly
stable, with a slight decline until 2013 when it shows a temporary and moderate rise. Table 2
further shows that the GI index has no strong economic or statistical correlation with the de
jure CBI index. This lack of correlation holds not only for the baseline GI index, but also for
the modified versions (GI Lexi and GI PCA). Based on these patterns, it does not appear that
more independent governors are appointed as de jure CBI increases. To more formally test this,

we estimate the following model with a rich set of controls:
Ly = f - de jure CBL; +7- X + i + i, 2)

where GI, , indicates whether the appointment of governor k in country ¢ at time ¢ was (per-
ceived as) politically independent, based on the GI index or each of its criteria. As mentioned
above, higher GI values signify more independent appointments. The variable de jure CBI, ,
measures the institutional independence of the central bank in country ¢ at time ¢.

The matrix X;t includes a rich set of controls designed to capture the economic and politi-
cal environment at the time of the governor’s appointment such as government stability (which
reflects the strength and durability of the ruling coalition), whether the newly appointed gover-
nor replaces someone who left office before the end of their term (which may indicate economic
and political interference), and whether the country was under an IMF program at the time
of appointment. These control variables reflect factors that could plausibly influence both the
likelihood of appointing an independent governor and the timing of de jure CBI reforms. In ad-
dition, we control for other governor-specific characteristics like the governor’s prior professional
experience and background, drawing on Mishra and Reshef (2019).

In the most saturated specifications, the model includes country-fixed effects, «;, which ac-
count for unobserved country characteristics not captured by our controls. This includes time-
invariant characteristics of a country’s political system that may influence the desirability of an

independent central bank (e.g., the number of veto-players in a political system, whether the
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country has a federal system, etc.).2! This ensures that our coefficient of interest, 3, is identified
using within-country variation over time, controlling for persistent differences in political insti-
tutions. The model is estimated at the governor appointment level using ordinary least squares
(OLS), with standard errors corrected for heteroskedasticity and clustered at the country level.

Table 4 reports the results.?? We begin in column (1) with a specification without any control
variables. Consistent with patterns in Figure 2 and Table 2, we find that the coefficient of interest,
B, is negative (—0.135) and statistically indistinguishable from zero, indicating no systematic
relationship between GI and de jure CBI. In column (2), we introduce controls for country-level
factors and governor characteristics. The coefficient 8 remains statistically insignificant. Among
the control variables, governors with top-level positions at a central bank or an international
organization are associated with more independent appointments, with positive and statistically
significant coefficients. All other controls are insignificant. In column (3), we add country-fixed
effects, so the estimates are identified using within-country variation over time. The coefficient
of interest remains statistically insignificant and economically close to zero (0.063). Notably,
governors appointed when a country is under an IMF program tend to be more independent.

Further, in columns (4)—(6) of Table 4, we open up the GI index into its three criteria. Once
again, we find no systematic relationship between de jure CBI and any criterion. This result is
also maintained in column (7) when using the stricter GI Lexi index, which classifies governors
as independent only if all three criteria indicate independence, and in column (8) when replacing
the GI index with the first principal component (GI PCA) of its five sub-criteria.??

In Table 5, we further examine the relationship between the GI index and the first component
of de jure CBI (de jure CBI governance), which focuses specifically on institutional provisions
aimed at enhancing “agent independence” by safeguarding the appointment, tenure, and dis-
missal of governors and their boards from political interference. If central bank institutional

reforms are effective in promoting central bank independence, we should, at the very least, ob-

21yeto-player theory suggests that multiple veto players increase bureaucratic independence (Tsebelis, 2002).
This is supported by empirical studies showing that countries with federal structures tend to have more politically
independent central banks (Farvaque, 2002; Hallerberg, 2002; Gilardi, 2007).

22As noted earlier, the term de jure CBI refers to the ROM index, our baseline measure of central bank
independence. Results are similar when using the GWN or GMT indexes (Table OA2 in the Online Appendix.)

23We construct the GI PCA by performing a singular value decomposition of the correlation matrix of the five
sub-criteria, using the eigenvector associated with the largest eigenvalue as the principal component. Table OA3
in the Online Appendix shows the loadings of the original five sub-criteria on the GI PCA. The GI PCA and the
GI index are highly correlated (0.914), with all criteria loading positively.
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serve a positive relationship between the GI index and de jure CBI governance. However, as
shown in column (1), no such relationship is evident. The estimated coefficient of the de jure
CBI governance is statistically insignificant and economically close to zero (0.050). This null

result persists also using GI Lexi or GI PCA, as shown in columns (2) and (3), respectively.

Instrumental variable approach A potential concern is that changes in de jure CBI are
endogenous i.e., governments may implement central bank reforms in response to economic con-
ditions that also influence governor appointments. To address this, we employ an IV approach
to isolate exogenous variation in de jure CBI. Following Acemoglu et al. (2019), we construct our
instrument as the jackknife average of CBI in a region in a given year, excluding the focal coun-
try. The intuition is that CBI reforms often diffuse regionally through information spillovers:
as neighboring countries adopt reforms, the likelihood of similar changes increases (Simmons
and Elkins, 2004; Abiad and Mody, 2005). Instruments of this nature have been widely used in
the literature, including, among others, Dorsch and Maarek (2019), Delis, Hasan, and Ongena
(2020), and Ahmad, Lambert, Martin-Flores, and Romec (2024).

Using this regional diffusion measure as an instrument for de jure CBI, we estimate two-stage
least squares (2SLS) specifications of Eqn. 2. The results are reported as in Table 6. Panel A
reports the second-stage results and Panel B presents the first-stage estimates along with the
corresponding F-statistics, which range from 35.560 to 39.495, comfortably above conventional
weak instrument thresholds. The 2SLS estimates are consistent with our OLS results in Table
4: across all specifications, we find no systematic relationship between de jure CBI and the GI
index or its components. This holds for the baseline GI index as well as the alternative indexes.

While these IV estimates are encouraging and help mitigate endogeneity concerns, we ac-
knowledge their limitations. Specifically, while our instrument reduces concerns about country-
specific omitted variables, it does not fully eliminate the risk that regional economic shocks
may influence both de jure CBI reforms and governor appointments, potentially violating the

exclusion restriction.2* We therefore interpret these results with caution.

24 Alternative strategies exploiting plausibly exogenous leadership transitions (e.g., deaths or illnesses, as in
Besley et al., 2011) face similar challenges. Although these events may be exogenous, the choice of successor
remains subject to political discretion and thus potentially endogenous. In addition, such events are rare, limiting
the feasibility of this approach in practice.
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Robustness checks We subjected our baseline findings to several robustness tests. First,
as reported in Table OA4 in the Online Appendix, we confirm our baseline results for both
developed and developing countries: we find no systematic association between the GI index
and the de jure CBI index for either set of countries. Second, we confirm that our results hold
if we exclude Eurozone (EZ) countries from the sample. In particular, our baseline analysis
includes EZ central banks in the sample, as these central banks continue to exercise substantial
control over domestic financial regulation and supervision. In addition, their governors sit on the
ECB’s Governing Council, where they vote on monetary policy and financial stability decisions,
providing a rationale for their inclusion.?’ Nonetheless, one could argue that EZ central banks
have less influence than fully sovereign central banks, potentially reducing the incentives for
governments to appoint political allies. To address this concern, we re-estimate our specifications
excluding EZ countries. As shown in Table OA4, the results remain unchanged: we continue to
find no systematic relationship between de jure CBI and the GI index. This indicates that our
baseline findings are not driven by the presence of EZ central banks in the sample.

Finally, we also examine whether populist parties are more likely to appoint politically con-
nected governors. Using a cross-country populism measure from Lambert and Pan (2025), we
find that more populist governments are generally less likely to appoint independent central
bank governors (Table OA5 in the Online Appendix).2® This relationship is robust to a rich set
of controls, while the coeflicient of de jure CBI is in all cases statistically insignificant. When
distinguishing between left- and right-wing populism in the most saturated specification with
country fixed effects, we find that both are associated with fewer independent appointments,

though only the coefficient for right-wing populism is statistically significant.

3.2 Are appointments more political after policy independence?

Our findings thus far do not support the idea that central bank governor appointments become
(or are perceived to be) more independent as countries implement reforms to shield central banks

and their agents from political interference. One could in fact argue that politicians’ incentives

25To avoid double counting, we do not include the ECB itself in the sample.

26The populism classification is based on Funke et al. (2023), who use a comprehensive literature-based approach
drawing on over 800 scholarly sources to classify political leaders as populist based on consistent anti-elite and
people-centered rhetoric. Leaders are further categorized as right-wing or left-wing populists depending on whether
their discourse is framed primarily around cultural or economic issues, respectively.
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to appoint governors who are less likely to act independently may become stronger when the
decision-making individuals are insulated from external pressure.

As Aklin and Kern (2021) notes, “CBI solves the time inconsistency problem faced by policy-
makers with respect to monetary policy [...] it does not solve their underlying incentives to
manipulate the economy for political gains [...]”. This can create a “seesaw effect”: when a policy
reform takes place in one dimension but the political equilibrium remains largely unchanged,
politicians may use a different instrument, such as fiscal policy, to attain the objective previously
achieved with the reformed instrument (Acemoglu et al., 2008).

One way for politicians to retain control and influence over policies is through political ap-
pointments. This idea can be easily understood in the context of a principal-agent framework:
politicians (the principal) may appoint governors (the agents) who share their policy preferences
or who are incentivized by career concerns to align with political objectives. As Tucker (2018)
points out, the principal (government) making the agent (governor) appointment has strong in-
centives to appoint governors who share their preferences or are loyal to the government rather
than to the central bank’s mandate. This in turn creates an adverse selection problem, where
candidates committed to the central bank’s independence are deterred from pursuing the gov-
ernor position. If such dynamics are at play, we would expect to see an increase in political
appointments as central banks and their agents gain legal and policy independence.

To bring this hypothesis to the data, we examine how the within-country relationship between

GI and de jure CBI governance changes after a central bank is given policy independence:

Gl; ¢+ = B1 - de jure CBI governance; ; + 2 - de jure CBI governance; , - Main policy reform, ,
+ B3 - Main policy reform, , 4+ - X;t + o + €k,

3)

where the variable, de jure CBI governance, ;, indicates the first component of de jure CBI
(ROM) index in country 7 at time ¢. The variable, Main policy reform, ;, takes the value of
1 after the first significant legislative reform granting policy independence to the central bank
in country 4, and 0 otherwise. For instance, in the case of the United Kingdom, the variable,

Main Policy Reform, ;, equals 1 from 1998 onward, corresponding to the time when the Bank
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of England was given policy independence for the purpose of maintaining price stability.?” All
other variables are the same as in Eqn. 2. A positive §; indicates that prior to policy indepen-
dence, reforms aiming to improve the appointment and tenure of the governor and its board are
also reflected in more independent governor appointments. A negative (o indicates that after
a central bank is granted independence this relation weakens or even reverses if the combined
coeflicient, 81+ B2, becomes negative and statistically significant, consistent with our hypothesis.

Table 7 reports the results. Column (1) shows the baseline specification with country fixed
effects. We find that (; is positive and statistically insignificant, while s is strongly negative
(—1.874) and statistically significant. The combined coefficient is negative and statistically sig-
nificant, indicating that after a central bank is granted policy independence, the relationship
between provisions enhancing “agent independence” and the GI index becomes strongly nega-
tive. In other words, when central banks can set policy and agents are protected by institutional
reforms, political appointments become more likely. This pattern holds in columns (2)—(4) as we
progressively add more controls. Figure 3 offers a visual illustration.

The negative relationship also holds in columns (5)—(7) across each of the three criteria and
in columns (8)—(9) for the alternative GI Lexi and GI PCA indexes. Starting from column (3),
the specifications include a control for whether the country was undergoing EU accession, as well
as an interaction between de jure CBI and EU accession. The interaction coefficient is positive
and statistically significant, indicating that the negative relationship between de jure CBI and
independent appointments is mitigated when countries are subject to external pressures, such as
the EU accession process. Similar results also hold when countries are under an IMF program
(Table OATY in the Online Appendix), supporting the interpretation that external constraints
moderate the tendency of governments to appoint politically connected central bank governors.

Overall, our findings suggest that as countries enhance the institutional independence of their
central banks, central bank governor appointments become more independent. This holds even
when institutional reforms aim specifically to insulate the appointment process and the tenure
of central bank governors from political interference. In contrast, we observe a strong negative
relationship between independent governor appointments and institutional reforms that shield

governors from political interference. However, this negative correlation does not apply when

27Table OA6 in the Online Appendix reports the corresponding specific year for each central bank in the sample.
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local politicians face external constraints from the EU or the IMF.

Robustness checks While the variable “Main policy reform” is defined based on the timing
of policy independence, this should not be interpreted narrowly as indicating solely policy inde-
pendence, but rather as reflective of a broader increase in de jure independence. Often, when
central banks are given independence in setting policy, other institutional reforms are introduced
to support the central bank in its policy objectives. For example, as central banks gained more
legal independence, there was a movement toward greater transparency in monetary policy, as
documented, for example, by Dincer, Eichengreen, and Geraats (2022).2% Since these broader
reforms correlate and interact with policy independence, it is virtually impossible to attribute
the results to one specific reform. Hence, a broader interpretation is warranted.

Nevertheless, we perform robustness analysis using alternative definitions of “Main policy
reform,” based on the timing of other related reforms. Although this analysis cannot pinpoint
the results to any specific reform, it can help reveal which other reforms produce similar results
(i.e., contain similar explanatory power) and may thus be important.?? As shown in Table OA8
in the Online Appendix, we find no significant effect for reforms targeting policy objectives.
In contrast, governance interactions with lending limits and transparency yield negative and
statistically significant coefficients. The strongest results emerge for financial independence,

both in magnitude and significance, consistent with insights from Goncharov et al. (2023).

3.3 Are political appointees seen as less independent in office?

An important question is whether governors perceived as less independent at the time of their
appointment are also thought to have behaved less independently in office. To examine this, we
use responses from the questionnaire sent to the experts. While the first question asks about
their perceptions at the time of appointment, the second asks whether, with hindsight, they think
the governor acted independently while in office. Based on the second question, we construct a

variable— “Experts (hindsight)”—using the balance statistics approach described earlier.

28 As Fernandez-Albertos (2015) highlights, this increase in transparency may have helped make the delegation
of monetary policy to an electorally unaccountable institution more palatable to the public and policymakers.

29We use Romelli (2024) to construct four reform variables, each reflecting a distinct dimension of reform: policy
objectives, government lending limits, financial independence, and transparency. For each, we define a dummy
variable analogous to the main reform indicator and examine them separately to avoid multicollinearity. Reform
years for each country are reported in Table OA6 along with variable definitions in Appendix Table Al.
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We test whether this variable correlates with the GI index and each of its criteria using spec-
ifications similar to Eqn. 2. If appointees seen as more independent at the time of appointment
are also thought to have behaved more independently, we should find a positive and statistically
significant relationship between “Experts (hindsight)” and the GI index.?°

The results are reported in Table 8. In column (1), we find a strong, positive relationship
between “Experts (hindsight)” and the GI index.3! Columns (2)—(4) estimate the relationship
for each criterion, finding positive and statistically significant coefficients for all. Similar results
are obtained in columns (5)—(6) when using the alternative GI Lexi and GI PCA indexes.

Overall, the positive relationship between perceived independence at the time of appointment
and retrospective assessments by experts suggests that the GI index may be informative about

the perceived independence of central bank governors while in office.

3.4 Are political appointees linked to worse policy outcomes?

In this section, we examine whether political appointees are associated with weaker macroeco-
nomic and financial market outcomes. Specifically, we test whether political appointees achieve
higher inflation and have a greater likelihood of financial crises during their tenure. We also fi-
nancial market reactions—sovereign bond and exchange rate returns—around the announcement
of appointments to assess whether investors react unfavorably to political appointees.
Governor-specific attributes have long been recognized as important in shaping central bank
behavior and economic outcomes, both theoretically (e.g., Kydland and Prescott, 1977; Barro
and Gordon, 1983; Rogoff, 1985; Cukierman and Meltzer, 1986) and empirically (e.g., Kuttner
and Posen, 2010; Mishra and Reshef, 2019). These suggest that governor choices may influence

the institutional credibility, policy choices, and thus investors’ expectations.

Inflation Alesina and Summers (1993) provide early evidence that independent central banks
are associated with lower inflation. However, subsequent studies have found that this relationship

is not robust (e.g., Barro, 1997; Balls, Howat, and Stansbury, 2018; Haldane, 2020). One possible

30Figure OA3 shows the relationship between the GI index and “Experts (hindsight)” by country.

31 A potential concern is that the positive relationship may simply reflect overlap between the “Experts” criterion
in the GI index and the “Experts (hindsight)” variable, as both rely on the same respondents. To address this,
Table OA9 in the Online Appendix excludes the “Experts” criterion from the GI index and replicates the analysis.
Results remain unchanged, indicating the relationship is not driven by its third criterion.
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explanation, supported by our findings, is that legal (de jure) reforms alone do not guarantee
de facto independence. In practice, politically motivated appointees can “undo” institutional
reforms by prioritizing loyalty to the appointing executive over the central bank mandate. This
weakens the effectiveness of de jure independence and thus its link to policy outcomes.

Regression results in Table 9 support this view. Controlling for de jure CBI, the economic and
political environment at the time of appointment, other governor characteristics from Mishra and
Reshef (2019), and decade fixed effects we find that GI is a consistently stronger and more robust
predictor of inflation outcomes than de jure CBI. More independent governors (i.e., those with
higher GI scores) attain lower inflation rates during their tenure. Economically, the coefficient
in column (4) implies that a one standard deviation increase in GI (0.372) leads to a 23.89%
decline in inflation. At the sample mean inflation rate of 1.82%, this corresponds to a reduction
of about 0.46 percentage points. While de jure CBI also correlates negatively with inflation, this
relationship becomes statistically insignificant once we control for other country characteristics.

The control variables in columns (3) and (4) offer additional interesting insights. We find that
governors appointed during periods of high government stability achieve lower inflation rates dur-
ing their tenure. Instead, those who replace predecessors who left office early are associated with
higher inflation—Tlikely reflecting the turbulent conditions or political interference surrounding
such transitions. Governors with prior experience in top-level central banking roles or economic
advisory councils achieve better inflation outcomes, while those with academic backgrounds are
associated with higher inflation rates. Instead, no systematic differences are observed for those
with prior experience in the financial sector or international organizations.

Columns (5) and (6) examine how the effect of governor independence varies across institu-
tional settings. In column (5), we interact the GI index with a dummy for whether the central
bank had an explicit inflation target at the time of appointment.3?> We find that the interaction
term offsets the GI coefficient, suggesting that in inflation-targeting regimes, governor indepen-
dence does not matter, in line with the notion that formal rules constrain discretionary policy
deviations (Fischer et al., 1994; Bernanke, Laubach, Mishkin, and Posen, 1999). Further in col-
umn (6), we interact GI with a dummy for EZ membership. The interaction term is positive but

smaller in magnitude than the negative coefficient of GI, indicating that while EZ membership

32Data on whether a country has an explicit inflation target are taken from Siklos (2017).
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dampens the role of individual governor independence, it does not fully neutralize it.

These results underscore that institutional settings, such as inflation targeting or a monetary
union, can constrain the impact of a governor on policy outcomes. While we cannot fully rule
out omitted variable bias, the fact that GI’s effect weakens when individual discretion is institu-
tionally constrained suggests that governor-specific attributes capture meaningful dimensions of
independence that legal measures miss, rather than unobserved country confounders.

In column (7) we further address potential omitted variable concerns by controlling for the in-
flation rate inherited from the previous governor. This variable captures whether inflation at the
time of appointment was unusually high relative to the country’s past inflation rate. Controlling
for “inherited inflation” helps capture persistent macroeconomic trends, institutional inertia, or
policies and expectations formed prior to the current governor’s appointment—factors that could
otherwise bias our estimates. The results show that, as expected, inherited inflation is positively
associated with current inflation outcomes. Crucially, the GI index remains a statistically signif-
icant and robust predictor of inflation during the governor’s tenure, with an estimated coefficient
similar in magnitude to those in earlier specifications. This reinforces the interpretation that
governor independence matters, even after accounting for inflation persistence.

A randomization test, reported in Figure OA4 of the Online Appendix, further supports
the conclusion that the observed inflation—GI relationship is unlikely to be driven by persistent,
unobserved country characteristics that influence both inflation outcomes and governor appoint-
ments. Specifically, we randomly reassign GI values across governors 1,000 times (holding each
governor’s inflation outcome fixed) and re-estimate the baseline model (column 1) in each iter-
ation. This procedure generates a distribution of coefficient estimates under the null hypothesis
of no relationship between GI and inflation. If the observed relationship were due to omitted
variables correlated with both inflation and GI (such as institutional or structural factors) then
similar estimates would arise frequently under random pairings. Instead, if the relationship is
not spurious, the true estimate should stand out from the simulated distribution.??

The results show that the actual coefficient estimate (highlighted in red in Panel A of Figure
0OA4) lies in the extreme left tail of the simulated distribution, more extreme in absolute terms

than 95.1% of the randomized estimates. The true t-statistic is equal to —2.07 (highlighted in

33Similar tests are used, for example, by Acharya and Xu (2017) and Goncharov et al. (2023).
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red in Panel B) with a Rank of 48, indicating that only 48 out of 1,000 randomized ¢-statistics

rank
14n>?

are larger in absolute value. The two-cited p-value (estimated using the Percentile Rank =
where n indicates the number of permutations) is equal to 0.049. This implies that under the null,
there is less than a 5% chance of observing a t-statistic as strong as the one in the actual data,

indicating that the observed inflation-GI relationship is unlikely to arise at random pairings.3*

Financial crises Further in Table 10 we examine how GI and de jure CBI relate to the
likelihood of a sovereign, currency, or banking crisis during a governor’s tenure. For each crisis
type, we report specifications corresponding to columns (2) and (4) of Table 9.

We find no consistent relationship between de jure CBI and any crisis type. In contrast, GI
is significantly and negatively associated with the probability of sovereign debt crises, suggesting
that politically independent governors are less likely to face a sovereign debt crisis during their
tenure. This finding holds both with and without controls (columns 1 and 2). In column (2),
the coefficient of —0.11 implies that a one standard deviation increase in GI (0.372) reduces the
likelihood of a sovereign debt crisis by about 4.1 percentage points, a reduction of nearly 75%
relative to the 5.47% incidence of sovereign debt crises in the sample.

It is notable that among the three crisis types, only sovereign debt crises exhibit a statistically

5 This result suggests a fiscal channel: political

significant relationship with the GI index.3
appointees may prioritize helping governments finance their debt, increasing the risk of sovereign
debt crises, or they be appointed when governments are facing or expect fiscal distress. This
result is in line with what the GI index aims to capture and indicates that political appointments
may act as compliments to Acemoglu et al. (2008)’s “seesaw effect.”

Overall, the results in Tables 9 and 10 indicate that de facto CBI, as measured by the GI index,
has a stronger association with inflation and financial stability outcomes than de jure CBI. While
our findings do not necessarily imply that political appointees cause higher inflation or sovereign
debt crises, they do indicate that political interference in central banks is not independent of

these policy outcomes. An alternative non-causal interpretation of our findings is that political

appointments are more likely when inflation is high or fiscal pressures are mounting, emphasizing

34This probability is even smaller if we condition the relationship to be negative.
35In unreported tests, we confirm that the lack of association with banking crises holds regardless of whether
central banks have supervisory responsibilities or whether we account for lag in the buildup of banking imbalances.
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the importance of understanding the selection and behavior of central bank governors.

Financial markets While longer-run outcomes like inflation and crises may be influenced by
confounding factors over the course of a governor’s tenure, financial market reactions around
the announcement of an appointment offer a powerful alternative. By focusing on narrow event
windows, we can better isolate the immediate signal investors take from the selection of politically
connected versus independent candidates. This high-frequency approach is commonly used in the
literature to study, among others, the impact of monetary policy surprises on the stock market
(e.g., Bernanke and Kuttner, 2005), financial market reactions to key policy appointments (e.g.,
Kuttner and Posen, 2010; Acemoglu et al., 2016), or public statements by political figures that
may shift investor expectations regarding future policy decisions (e.g., Bianchi et al., 2023).

We adopt this event-study approach to examine changes in sovereign bond prices and ex-
change rates around the public announcement of central bank governors. It is not obvious ex
ante how markets will respond. If a political appointment signals weaker commitment to price
stability or greater policy uncertainty, we would expect sovereign bond yields to rise (i.e., prices
to fall) and the domestic currency to depreciate. Conversely, if the appointment is seen as main-
taining continuity or enhancing fiscal-monetary coordination without undermining credibility,
markets may respond favorably. Alternatively, there may be little or no reaction if the appoint-
ment was already priced in or perceived as neutral. By analyzing the relationship between the
GI index and high-frequency movements in bond and exchange rate markets, we can assess how
investors interpret the appointment’s implications for monetary and fiscal credibility.

We follow the empirical approach of Brogaard, Dai, Ngo, and Zhang (2020), adapting it to
our context. Specifically, we study daily returns on 2-year sovereign bonds and bilateral exchange
rates against the the US dollar.?¢ Bond returns are calculated as percentage changes in bond
prices, while exchange rate returns are defined as the percentage change in the local currency per
US dollar—a positive return indicates a depreciation. We construct cumulative returns for bond
prices and exchange rates over an 11-day event window, from ¢ = —5 to t = 45, centered on the
first date the appointment was reported in the international press (¢ = 0).37 To ensure cleaner

event windows, we limit our analyses to regular transitions—cases where the outgoing governor

36For the United States, we use the euro after 1999 and the Dutch guilder before 1999.
37Results are robust to alternative window lengths, including (-1, +1), (-3, +3), and (-10, +10).
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completed their term. FEarly departures often coincide with periods of economic or political
turbulence (Kuttner and Posen, 2010), which may confound reactions to the appointment itself.

In Table 11, we report the results for sovereign bonds. Columns (1)—(3) present results for
the most parsimonious specifications, only controlling for country characteristics. We find that
the GI index is positively associated with bond returns in the days surrounding the appoint-
ment announcement. The positive coefficient on GI suggests that more independent governors
are perceived by markets as enhancing policy credibility and fiscal discipline, leading to lower
perceived sovereign risk and rising bond prices. By contrast, we find no significant effects for de
jure CBI or government stability. In terms of magnitude, the coefficient in column (3) implies
that a one standard deviation increase in GI (about 0.372) is associated with a 0.12% increase
in bond returns over the 11-day window—equivalent to about 2.7% on an annualized basis.?®

As in the previous analysis, we examine the robustness of our findings to the inclusion of
key governor characteristics (column 4), across different institutional settings (columns 5 and
6), and inherited inflation (column 7). The coefficient on the GI index remains positive and
becomes larger in magnitude and statistical significance. In column (8), which controls for all
these factors, the coefficient rises to 0.008—more than doubling relative to the baseline in column
(3). This implies that, in settings without institutional constraints such as inflation targeting or
EU membership, a one standard deviation increase in GI is associated with a 0.30% increase in
bond returns over the event window, or roughly 4% on an annualized basis.

We also find that governors who previously held top-level positions in the central bank or
in international organizations are associated with higher bond returns, suggesting that prior
experience enhances market confidence. As with our inflation results, the interaction between GI
and inflation targets suggests that when central banks operate under explicit inflation targets,
there is less room for individual discretion—so their independence matters less.

Table 12 presents the results on exchange rate returns, following the same specifications as in
Table 11. Consistent with Kuttner and Posen (2010), we exclude countries with pegged exchange
rate regimes and EZ countries. The GI index is negatively associated with exchange rate returns,

though the relationship falls just short of conventional significance thresholds. The negative

38We annualize the 11-day return using the formula: (1 +7)252/11 _ 1 where 7 = 0.00115 and 252 is the typical
number of trading days in a year. This yields an annualized appreciation of approximately 2.7%.
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coeflicient implies an appreciation of the domestic currency in response to the appointment of
more independent governors—potentially reflecting expectations of tighter monetary policy or
stronger institutional credibility. In terms of magnitude, the —0.105 coefficient in column (3)
indicates that a one standard deviation increase in GI is associated with a 0.02% appreciation
over the 11-day window, or approximately a 0.46% annualized appreciation.

Overall, our financial market results indicate that investors respond positively to politically
independent appointees, reinforcing the view that political governor appointments convey mean-

ingful information about the credibility and future policy direction of the central bank.

4 Conclusions

Our study contributes to the literature on political economy and central banking by providing
systematic evidence on central bank independence across a wide range of countries over the
past few decades. We find that governor appointments do not become more independent as the
legal frameworks governing central bank independence are strengthened; if anything, governor
appointments appear to become more political as central banks and their agents gain more legal
independence. Additional results indicate that politically-motivated appointments are associated
with weak de facto central independence, worse inflation and financial stability outcomes, and
negative market reactions from investors. Our findings suggest that governments actively seek
to “undo” the intended goal of these institutional reforms with political appointments.

Our results demonstrate that political appointments are not unique to any specific admin-
istration or country but is part of a broader systematic phenomenon.?® Our findings illustrate
that legal independence is not sufficient to ensure that the most suitable appointment will be

made, or the appointment will not to be captured by political interests. As central banks grow

39For example, in an interview with the Financial Times in September 2024, Alan Blinder, a prominent
economist and former vice-chairman of the Federal Reserve, expressed concern about political appointments to
the Federal Reserve. When asked about the Fed’s future independence in a Trump or Harris administration,
Blinder responded, “I certainly believe that Trump will try to undermine Fed independence. Whether he’ll
succeed is another question. One thing we know he can do, because it’s perfectly legal, is replace Jay Powell. He
will. End of sentence. What is worrisome to me is who he will replace him with. You may remember Arthur
Burns, who was the Fed chair during the Nixon administration. Burns led the Fed to do Richard Nixon’s bidding
to a considerable degree, helping him get re-elected in 1972. We paid the inflationary piper after that election,
and after the price controls came off. Burns, at least, was a smart and experienced economist, who was just much
too political. Trump could easily put in somebody who basically knows nothing about the job and could take
orders from the White House.” (see Robert Armstrong and Aiden Reiter, “Alan S. Blinder: The stars look like
they’re aligning for a soft landing”, The Financial Times, September 13, 2024).
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more powerful and this power becomes more widely recognized, political pressure and interfer-
ence in governor appointments are likely to increase, with the goal of influencing future central
bank policies. Such interference will essentially prevent de jure central bank independence from
resolving any time inconsistency problems that politicians may be facing.

How can societies ensure that de facto independence is safeguarded? This is not an easy
question to answer. As noted by Tucker (2018), governments often have incentives to appoint
individuals who are loyal to political interests rather than committed to the institution’s man-
date, creating barriers to true independence. This also leads to an adverse selection problem,
where qualified candidates who align with the central bank’s mandate are deterred from seeking
leadership roles. Our findings highlight the importance of the appointment process in select-
ing governors who are, and are perceived to be, independent from political constraints. Our
findings also support the hypothesis that formal rules (like inflation targeting) can reduce a
politically-appointed governor’s deviation from the central bank mandate.

Given the significant un-elected power vested to central bank governors, it is vital to maintain
some form of accountability. Regularly reporting to parliament on central bank policy decisions
can enhance this accountability (Fraccaroli, Giovannini, and Jamet, 2021; Masciandaro, Ferrara,
Moschella, and Romelli, 2021). Additionally, designing central banks where decisions are made
by committees (Blinder et al., 2017), rather than by one individual, could improve trust between
politicians and the independent central bank, or introduce checks and balances that improve final
outcomes (Persson, Roland, and Tabellini, 1997). Our results for Eurozone countries are con-
sistent with this interpretation. Publishing verbatim transcripts or minutes of decisions, where
legally permissible, could also address trust deficits as increased transparency may have the virtue
of disciplining policy decision-making (Hansen, McMahon, and Prat, 2018). In fact, account-
ability is a way to allay the fears of elected politicians that unelected central bank governors are
a threat requiring ex ante interference in the appointment process. Therefore, safeguarding the

appointment process must go hand in hand with establishing robust accountability systems.
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Table 1: Coding rules and descriptive statistics for the GI indexes and its (sub-)criteria

N Mean SD

C1. Executive ties 296 0.446 0.498
C1.1. The latest position of the appointee is in the executive branch of the government 298  0.268  0.444
C1.2. The appointee has a prior link to the ruling political party/parties via any of the following: prior 295  0.447  0.498
electoral mandate, publicly known partisan relationship/friendship
C1.3. The appointee has a prior link to the ruling political party/parties via family ties (up to third-degree 300 0.030 0.171
family members)

Coding rule: If none of the above = 1, then “Executive ties” = 1 (i.e., independent based on criterion C1)

C2. Press 317 0.625 0.485

C2.1. The international (English-speaking) press explicitly reports the appointment as “political”
Coding rule: If C2.1 = 0, then “Press” = 1 (i.e., independent based on criterion C2)
C3. Experts 294 0.612 0.488

C3.1. The majority of academics surveyed indicates that the appointment is “political”

Coding rule: If C3.1 = 0, then “Experts” = 1 (i.e., independent based on criterion C3)

Governor Independence (GI) indexes

GI 274 0.549 0.372

Coding rule: GI = (C1+ C2+ C3)/3 (i.e., Eqn. 1)

GI Lexi 317 0.319 0.467
Coding rule: GI Lexi = 1 only if all three criteria on “Executive Ties” (C1), “Press” (C2) and “Experts” (C3)
indicate independence, and 0 otherwise; If data is only available for a subset of these criteria and suggest that
the governor is not independent, we classify that governor as not independent.

GI PCA 273 0.692 0.260

Coding rule: GI PCA is a principal component version of GI using the first principal component of the 5
sub-criteria that form the GI index

Sample period Jan 1985 — Jan 2020
Number of countries 57
Number of governor appointments 317

Note: This table presents descriptive statistics for all criteria and sub-criteria used in the construction of the GI and alternative indexes.
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Table 3: Survival analysis

(1) (2) 3) (4)
GI -1.029%**
[-2.895]
GI Lexi -0.705%*
[-2.418]
GI PCA -1.633%**
[-3.476]
Experts (hindsight) -1.445%%*
[-3.920]
Government stability S0.278%F* _0.230%FF  _0.275%FF  _(0.215%**
[-4.176] [-3.866] [-4.038] [-3.633]
Early replacement 0.554* 0.670** 0.574%* 0.638**
[1.782] [2.193] [1.864] [2.091]
IMF program -41.581%**  _39.485%**  _37.665%FF*F  -41.178***
[-46.676] [-49.653] [-40.341] [-48.787]
PhD degree 0.326 0.105 0.293 0.432
[0.901] [0.295] [0.825] [1.278]
Advanced related degree -0.019 -0.031 -0.042 0.023
[-0.054] [-0.089] [-0.119] [0.062]
Central bank (top position)  -0.604** -0.581%** -0.593* -0.616%*
[-1.991] [-2.163] [-1.923] [-2.101]
International organization -0.593 -0.676* -0.581 -0.490
[-1.386] [-1.846] [-1.290] [-1.369]
Academic institution 0.743%%* 0.693*** 0.664%*** 0.595%**
[3.023] [3.189] [2.815] [2.966]
Financial sector -0.123 0.194 -0.167 -0.008
[-0.410] [0.707] [-0.526] [-0.032]
Government advisory body -1.057* -1.128%* -1.084* -0.953*
[-1.857] [-1.956] [-1.827] [-1.748]
Country FE YES YES YES YES
Observations 240 273 239 252
Early departures 67 78 66 70

Note: This table presents estimates of the effect of governor appointments on the
likelihood that a governor leaves office prior to the end of the term based on a sur-
vival analysis. The period from the beginning of a governor’s term in office un-
til early departures is the “term duration”. In the model, the hazard rate, hy(t),
is the likelihood that a governor k leaves office at time ¢, conditional on not hav-
ing left office by that time. The proportional hazard specification is such that:
hi(t) = ho(t) exp(BGL & + ’yX;t + ;). In this model, hy(t) represents the hazard,
or the instantaneous risk of early departure, at time t for governor k, conditional on
survival to ¢; ho(t) is the baseline hazard; GI; j ; is the GI index or one of its varia-
tions, and X;'t includes observable country and governor characteristics; and «; de-
notes country-fixed effects. The Cox (1972) partial likelihood model is used to base
estimation of 8 (the coefficient of interest) on the ordering of the duration spells.
Because the model makes no assumptions about the baseline hazard, hy(t), the Cox
partial likelihood model is referred to as “semi-parametric”. Figure OA2, Panel A,
shows the baseline hazard function, while Panel B exhibits the Kaplan-Meier sur-
vival curve. All columns report results of the survival analysis. Robust standard
errors are clustered at the country level. t-statistics are in brackets. The Appendix
Table A1 provides variable definitions and sources. *** ** and * indicate statistical
significance at 1%, 5% and 10% levels, respectively.
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Table 4: Governor appointments and de jure CBI

(M 2) S (4) (5) ©® | O (®)
Dependent variable: GI ‘ Executive ties Press Experts ‘ GI Lexi GI PCA
De jure CBI -0.135  -0.237 0.063 0.111 -0.014 0.093 0.062 0.005
[-0.857]  [-1.474] [0.313] [0.445] [-0.063] [0.360] [0.217] [0.038]
Government stability -0.001 -0.007 -0.019 -0.008 0.006 -0.016 -0.006
[-0.077]  [-0.534] [-0.814] [-0.465] (0.407] | [-0.881]  [-0.569]
Early replacement 0.032 0.029 -0.007 0.078 0.015 -0.017 0.012
[0.479] [0.474] [-0.073] [0.901] [0.186] | [-0.214] [0.264]
IMF program 0.102  0.471%** 0.317%** 0.735%%%  0.360 | 0.264*%*  0.366%**
[1.567] [3.567] [2.744] [3.165] [1.487] [2.102] [5.139]
PhD degree 0.122 0.106 0.166 0.037 0.113 0.122 0.068
[1.523] [1.401] [1.595] [0.412] [1.398] [1.303] [1.173]
Advanced related degree 0.091 0.121 0.105 0.112 0.146* 0.092 0.074
[1.206] [1.598] [1.098] [1.261] [1.731] [1.108] [1.497]
Central bank (top position) 0.121%%  (.138%** 0.200%* 0.150%* 0.063 | 0.187**  0.085**
[2.315] [2.698] [2.573] [2.240] (0.992] [2.521] [2.511]
International organization 0.108* 0.091 0.102 0.131%* 0.040 0.021 0.057
[1.951]  [1.419] [1.131] [L.701]  [0.463] | [0.281]  [1.371]
Academic institution -0.043 -0.049 -0.064 -0.094 0.010 -0.035 -0.055
[-0.621]  [-0.818] [-0.749] [-1.248] (0.154] | [-0.436]  [-1.078]
Financial sector 0.009 0.041 0.087 0.052 -0.016 0.018 0.018
[0.160] [0.677] [0.952] [0.819] [-0.198] | [0.244] [0.418]
Government advisory body -0.006 0.031 -0.104 0.143 0.052 0.019 0.040
[-0.088] [0.416] [-1.039] [1.347] [0.544] [0.189] [0.877]
Country FE YES YES YES YES YES YES
Observations 251 223 222 222 222 222 255 221
R-squared 0.005 0.122 0.468 0.397 0.441 0.567 0.359 0.443

Note: This table presents estimates of the effect of de jure CBI on governor appointments based on the model in Eqn. 2.
Columns (1)-(3) report results using the GI index as dependent variable. Columns (4)-(5) report results using a criterion of
the GI index (specified in the column label) as the dependent variable. Column (7) presents results for the lexicographic GI
approach (GI Lexi), where GI equals one only if all three key criteria—“Executive Ties,” “Press,” and “Experts”’—indicate
independence. Column (8) reports results using GI PCA as the dependent variable, that is, the first principal component
of the 5 sub-criteria forming the GI index. Robust standard errors are clustered at the country level. t-statistics are in
brackets. The Appendix Table Al provides variable definitions and sources. *** ** and * indicate statistical significance
at 1%, 5% and 10% levels, respectively.
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Table 5: Governor appointments and de jure CBI components

(1) (2) 3)

Dependent variable: GI GI Lexi GI PCA
De jure CBI governance 0.050 0.179 -0.049
[0.257] [0.694] [-0.400]
Government stability -0.007 -0.016 -0.006
[-0.525]  [-0.883]  [-0.556]
Early replacement 0.029 -0.023 0.014
[0.469] [-0.279] [0.320]
IMF program 0.473*%**  0.274%%  (0.363***
[3.566] [2.244] [5.113]
PhD degree 0.107 0.128 0.066
[1.415] [1.365] [1.147]
Advanced related degree 0.122 0.085 0.077

[1.614]  [1.005]  [1.55]
Central bank (top position) 0.139***  0.190**  (0.084**
2.700]  [2.587]  [2.427]

International organization 0.092 0.019 0.059
[1.413] [0.245] [1.390]
Academic institution -0.051 -0.040 -0.054
[-0.826]  [-0.493]  [-1.035]
Financial sector 0.042 0.017 0.019

[0.681] [0.234] [0.446]
Government advisory body 0.032 0.012 0.043
[0.441] [0.120] [0.975]

Country FE YES YES YES
Observations 222 255 221
R-squared 0.468 0.361 0.443

Note: This table presents estimates of the effect of the de jure
CBI governance on governor appointments based on the model
in Eqn. 2. Column (1) reports results using the baseline GI in-
dex as the dependent variable. Column (2) presents results for
the lexicographic GI approach (GI Lexi), where GI equals one
only if all three key criteria—“Executive Ties,” “Press,” and
“Experts”—indicate independence. Column (3) reports results
using GI PCA as the dependent variable, that is, the first prin-
cipal component of the 5 sub-criteria forming the GI index. t-
statistics are in brackets. The Appendix Table Al provides vari-
able definitions and sources. *** ** and * indicate statistical
significance at 1%, 5% and 10% levels, respectively.
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Table 6:

Governor appointments and de jure CBI: IV estimates

Panel A: 2SLS estimates

o | @ 3) @ | o (6)
Dependent variable: GI ‘ Executive ties Press Experts ‘ GI Lexi GI PCA
De jure CBI -0.170 -0.176 -0.566 0.078 0.012 -0.298
[-0.480] [-0.355] [-1.375] [0.169] [0.022] [-1.111]
Government stability -0.005 -0.018 -0.008 -0.002 -0.016 -0.004
[-0.391] [-0.850] [-0.493] [-0.122] [-0.876] [-0.358]
Early replacement 0.037 -0.003 0.064 0.035 -0.021 0.022
[0.571] [-0.037] [0.861] [0.421] [-0.248] [0.452]
IMF program 0.468%** 0.336%** 0.760%** 0.350 0.266**  (0.363%**
[3.769] [2.808] [3.902] [1.323] [2.085] [5.646]
PhD degree 0.104 0.202%* 0.104 0.121 0.125 0.066
[1.361] [2.073] [1.192] [1.506] [1.341] [1.107]
Advanced related degree 0.134 0.082 0.116 0.118 0.094 0.090%*
[1.656] [0.910] [1.346] [1.331] [1.085] [1.693]
Central bank (top position) 0.139%** 0.222%%* 0.110%* 0.117 0.183**  0.086**
[2.708] [3.222] [1.847] [1.643] [2.463] [2.462]
International organization 0.097 0.126 0.132%* 0.074 0.020 0.065
[1.474] [1.453] [2.028] [0.834] [0.252] [1.462]
Academic institution -0.049 -0.092 -0.091 -0.002 -0.031 -0.055
[-0.788] [-1.102] [-1.298] [-0.025] [-0.387] [-1.019]
Financial sector 0.047 0.096 0.017 -0.000 0.017 0.026
[0.756] [1.147] [0.295] [-0.005] [0.222] [0.552]
Government advisory body 0.046 -0.078 0.177 0.064 0.021 0.059
[0.621] [-0.858] [1.556] [0.674] [0.229] [1.368]
Country FE YES YES YES YES YES YES
Observations 221 241 254 233 254 220
Panel B: First-stage estimates
@ | (2) 3) @ | > (6)
Dependent variable: De jure CBI
Regional CBI diffusion 0.647++* 0.635%+* 0.643%FF  0.658%** | 0.643***  (0.647***
[5.965] [6.232] [6.285] [6.042] [6.285] [5.964]
Partial R-squared 0,289 0,291 0,278 0,278 0,278 0,289
Excluded instruments (F-statistic) 35,583 38,835 39,495 36,509 39,495 35,560

Note: This table presents 2SLS estimates of the effect of de jure CBI on governor appointments based on the
model in Eqn. 2. Panel A presents 2SLS estimates instrumenting de jure CBI with regional CBI diffusion. In
Panel A, column (1) reports second-stage results using the baseline GI index as dependent variable, and columns
(2)-(4) report second-stage results using a criterion of the GI index (specified in the column label) as dependent
variable. Column (5) presents results for the lexicographic GI approach (GI Lexi), where GI equals one only if
all three key criteria—“Executive Ties,” “Press,” and “Experts”—indicate independence. Column (6) reports
results using GI PCA as the dependent variable, that is, the first principal component of the 5 sub-criteria form-
ing the GI index. Panel B presents the corresponding first-stage results, the partial R-squared of the excluded
instruments in explaining the variation in the endogenous variable, and the excluded instruments F-statistic.
Robust standard errors are clustered at the country level. t-statistics are in brackets. The Appendix Table Al
provides variable definitions and sources. *** ** and * indicate statistical significance at 1%, 5% and 10%

levels, respectively.

42



“A1oA1300dS01 ‘S[OAR] %(0T PUR %G ‘U4T Y8 90URIYIUSIS [RIIISIIRYS 9JRIIPUL , PUR ‘, . ‘.. "SOOINOS pue suonuyop dqerrea sopraoxd Ty o[qe], xipuaddy oy,
*S1O¥ORI( UL 918 SOIPSI1R)S-] “[OAJ] ATUNOD 9} J€ PAIDIS[D 918 SIOLID PIRPURIS 1SNGOY “XopUI [¥) 91 SUIULIO] RLINILIO-AUS ¢ o) JO juouoduwiod redoutid 9811y o) ‘St

yety) ‘o[qerrea quapuadap o1y se YO d 1D Sutsn synsor sprodar () uwmnioy) -edouspuadopur oyesrput— sprodxy,, pue

¢

(8891, ‘SOLT, OATINDOXS], —RLISILID A8 991()

I1e Jt £Tuo ouo spenbo 1) a1eym ‘(1xor] 1)) yoeoxdde [5) oryderSoorxa] o) 10J s)nsal sjussald (g) uwnioy) -a[qerrea juopuodop se ([oge[ UWN[0d oY) Ul Payads)
Xopul [5) ) JO UOLILID ® Sulsn sjnsal y1o0dor (L)-(g) suwmio) -o[qerres juopuodop se Xopul 5 oyj Sutsn symsol j10dor (§)-(1) suwmpo) ‘¢ ‘uby ul ppow
911 uo poseq sjudurjutodde 10uU10A08 WO swiojal Aorjod urewt Surmor(oj (ueuoduod 9ouRLIEA0S) 1) oanl op Jo 1000 o[} Jo sejewyse sjuesald a[qe) ST, :PI0N

1970 96£°0 896°0 €670 67%°0 €080 9zF'0 9070 16€°0 pozenbs-y
122 <1574 v€T 444 e T 922 922 052 SUOTYRATSS( ()
SHA SHA SHA SHA SHA SHA SHA SHA SHA H4 £1yunop
[868°0]  [eer0] | [e2e0]  [Lse1 [290°1] [eze 0]
07070 ¢10°0- ¢S0°0 9€T°0 G01°0- ¥2¢0°0 Apoq AIOSIAPE JUSUIUISAOY)
[1TC°0] lLezol | [sL007  [g0g0] [892°T] (122°0]
7e0°0 LT0°0 900°0- z10°0 6600 9700 109008 TeOURUL ]
[cor1-] Lol | [L6T0]  [FSCT (097 1] (26807
650°0- L£0°0- ¥10°0 e11°0- L0T°0- 180°0- TONYTISUL DIWIOPEDY
[ecet]  [eseol | [9e60]  [666°T) [z79°1] (279°1]
9900 620°0 9800 +PET0 ZET0 80T°0 UOIYRZIURSIO [RUOTYRUIONU]
[96¢°T] [segal | [L¥PT) (126°T] [20z°€] o122
%9800 448LT°0 7600 «91T°0 *xx90G 0 sxx07T°0 (uorpisod doy) yueq exyue))
[T0g'1] le6s0] | loog'T]  [816°0] [818°0] [90¢°T]
GL0'0 8L0°0 €z10 72070 G900 GIT'0 00180p POYR[OI POOUBADY
[oor°1]  [eoet] | [ev1]  [e8T'1) [212°C] [ggeT]
8900 czT'0 8IT'0 coT'0 L1270 9010 e0189p (Ud
[2L7°2] Lro1] | 891l [g10°T] [e9g°¢] [z10°€] [2e02]
EPL0 6011 9G6'0  4xC60'T +xaSVTT £4x888 T 0CT'T woIssend® () X I ol o
lev%'1-]  [g20T] | [810°T]  [929'T] [29¢2] (2881 [LeT 1]
86€°0- GTF0- | 20£0-  985°0- #+880° T~ £009°0- TTH0- uoIsse00R N5
[Le1e]  [otgel | [lote1]  [pLvel [cog€] [899°€] (592 7] [£67 7]
wx40LE°0 4596270 | 890  4x4E8LL°0 +x+89€°0 £55067°0 4458070 4s41CF0 urerSoxd JINT
[sszo]  [oogo] | [repo]  [269°0] [eLzo] [82£°0] [6£c°0] [9%9°0]
z10°0 ¥20°0- 7€0°0 7500 £20°0- £20°0 0£0°0 8€0°0 juowooerdor ATrer
rego-]  [tspo] | [2s500  [resor] [6.8°0-] Levo]l  [ogol #6007
9000~ 800°0~ 800°0 z10°0- 61070~ €000~ 700°0- 100°0- AYIqR)S JUOWILIOAOY)
[698°1-]  [1092] | [o16T-]  [090°C] [09¢°2] [266¢] logg6-]  [evg6z]  [zg0L]
£80G°0-  44T6LT- | «TGLT-  4xG00°C- #4680 T- wraV8G T saFLT T 4xx080 T~  4usPL8 T~  THIOJPI L0T[0d TR X 90URTIOA0S T 9In( o
[128°0] lezz1] | [698°0] [76L1] [¥8z°0] [161°2] o1z L] [ePe 1T [e8g7]
6£T°0 £19°0 €19°0 #F9TT 18070 #xG09°0  sxGOT' T 4ssOFL0  uesFTI0T uriogox £orjod ureqy
[cero]  lgget] | [£9¥°0] [e¥P0] [969°0] [129°0] [pL11] [LzeT] [cL6°0]
810°0- 8TF'0 LIT°0 2010 8LT0 Tero G920 6920 0LT'0 eowreu10A08 1) oml o
VOdID IXoTIDH 7 syredxy sso1q $O1) OATINOIX 7 :9[qeLres juapusde(
(6) ® | (9) (9) | &) (€) (2) (1)

suriojox £orjod urewr pue ‘(eouruIoos) 1) oIl op ‘syueurjuiodde 10UIoAOr) :), O[qRT,

43



Table 8: Experts’ hindsight opinion and governor appointments

(1) (2) (3) (4) () (6)
Dependent variable: Experts (hindsight)
GI 0.423%**
[7.831]
Executive ties 0.144%%*
[4.167]
Press 0.182%**
[4.106]
Experts 0.436%**
[11.784]
GI Lexi 0.279***
[5.538]
GI PCA 0.467***
[6.106]
Government stability 0.012 0.011 0.006 0.004 0.006 0.011
[1.317]  [1.032]  [0.546]  [0.506]  [0.776]  [1.095]
Early replacement -0.026 -0.017 -0.032 -0.021 -0.022 -0.017
[-0.971] [-0.492] [-1.087] [-0.705] [-0.764] [-0.607]
IMF program 0.265%**  0.402%**  0.343%F*  0.207**  0.369%FF  (.285%F*
6.166]  [5.071]  [4.689]  [2.511]  [3.898]  [4.880]
PhD degree 0.017 0.040 0.066 0.021 0.063 0.028
0.425]  [0.841]  [1.388]  [0.525]  [1.422]  [0.677]
Advanced related degree 0.060 0.090%* 0.077 0.057 0.059 0.076*
[1.656]  [1.882]  [1.481]  [1.459]  [1.294]  [1.762]
Central bank (top position)  -0.026 -0.002 0.046 0.017 0.014 -0.014
[-0.919] [-0.045] [1.097] [0.619] [0.383] [-0.479]
International organization -0.014 0.005 0.021 0.001 0.029 -0.000
[-0.377] [0.119] [0.471] [0.055] [0.718] [-0.011]
Academic institution 0.035 0.026 0.025 0.002 0.006 0.038
[1.126]  [0.682]  [0.675]  [0.080]  [0.183]  [1.107]
Financial sector 0.030 0.035 0.055 0.055 0.046 0.035
[0.739] [0.773] [1.091] [1.432] [1.078] [0.731]
Government advisory body 0.029 0.048 0.025 0.017 0.039 0.022
0.722]  [1.027]  [0.611]  [0.492]  [0.804]  [0.554]
Country FE YES YES YES YES YES YES
Observations 239 239 251 251 251 238
R-squared 0.722 0.632 0.608 0.763 0.662 0.677

Note: This table presents estimates of the effect of governor appointments on experts’ hindsight
opinion based on a version of the model in Eqn. 2. All columns report results using Experts (hind-
sight) as dependent variable. Robust standard errors are clustered at the country level. ¢-statistics
are in brackets. The Appendix Table Al provides variable definitions and sources. *** ** and *
indicate statistical significance at 1%, 5% and 10% levels, respectively.
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Table 9: Inflation and governor independence

Inflation
(1) (2) (3) (4) (5) (6) (7)
GI S0.711%F -0.752%F  0.87TF** -0.734%* -0.934** -1.017%* -0.759*
[2.068]  [2.156]  [-2.620]  [-2.159]  [2.195]  [2.086]  [-1.676]
De jure CBI -1.562%** -0.638 -0.589 -0.736 0.557 0.495
[2731]  [1241]  [1.121]  [1.293]  [0.800] [0.757]
Government stability -0.304%*% 0. 274%FFF 0. 274FFF  _(0.268%**  -(.218%F*
[4.542)  [4.076]  [-4.107]  [-4.065]  [-3.561]
Early replacement 0.933%FFF  (.844%**  (.827FF*  (0.625%FF  (.543¥**
[4.339]  [3.870]  [3.794]  [2.842]  [2.705]
IMF program -0.206 -0.498 -0.280 -0.419 -0.329
[0.635]  [1.635]  [0.784]  [1.212]  [1.044]
PhD degree -0.648* -0.587* -0.433 -0.452
[1.853]  [-1.685]  [1.353]  [-1.481]
Advanced related degree 0.486 0.464 0.398 0.351
[1411)  [1.371]  [1.224] [1.147)
Central bank (top position) -0.391%*  -0.367* -0.270 -0.280
[1.998]  [1.736]  [1.366]  [-1.505]
International organization 0.038 0.097 0.204 0.265
0.126)  [0.323]  [0.717]  [0.992]
Academic institution 0.590** 0.598** 0.453* 0.416*
2.330]  [2.348]  [1.845]  [1.792]
Financial sector -0.229 -0.202 -0.298 -0.281
[1.128]  [0.932]  [-1.407]  [-1.437]
Government advisory body -0.666***  -0.667***  -0.558** -0.356
[3.129]  [-3.021]  [2.522]  [-1.446]
GI x Inflation target 1.031* 1.192% 1.042
[1.659] [1.837] [1.553]
Inflation target -0.947FF  -1.370%**  -1.068**
[2.207]  [-3.118]  [-2.350]
GI x Eurozone 0.458 0.134
(0.656]  [0.198]
Eurozone -1.886%**  -1.088%**
[3.241]  [-2.003]
Inherited inflation 1.203%%*
[5.814]
Decade FE YES YES YES YES YES
Observations 266 243 219 215 215 215 214
R-squared 0.021 0.052 0.223 0.283 0.296 0.363 0.450

Note: This table presents estimates of the effect of governor appointments on inflation. Columns (1)-(7) report
results using the mean inflation during tenure (log) as dependent variable. Standard errors are robust to het-

eroskedasticity. t-statistics are in brackets. The Appendix Table A1 provides variable definitions and sources.

** and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.
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Table 10: Financial crises and governor independence

Sovereign debt Currency Banking

(1) 2 | 4 | (6)

GI -0.170***  -0.110** | -0.050 0.006 -0.015  -0.019
[-3.417] [-2.308] | [-0.816] [0.101] [-0.230]  [-0.266]

De jure CBI 0.033 0.033 -0.164* -0.123 -0.049  0.227*
[0.550] [0.550] | [-1.738] [-1.109] [-0.397]  [1.701]

Government stability -0.009 -0.021 -0.001
[-1.155] [-1.511] [-0.033]

Early replacement 0.022 0.080%* -0.067
[0.812] [1.818] [-1.266)

IMF program -0.089** -0.056 -0.006
[-2.446] [-1.061] [-0.124]

PhD degree -0.018 0.028 -0.002
[-0.352] [0.457] [-0.026]

Advanced related degree -0.010 -0.015 0.016
-0.240)] [-0.241] [0.236]

Central bank (top position) -0.042 -0.021 0.040
[-1.427] [-0.461] [0.723]

International organization -0.031 -0.063 -0.047
[-1.044] [-1.303] [-0.778]

Academic institution 0.048 -0.060 -0.002
[1.171] [-1.109] -0.030]

Financial sector -0.015 -0.037 0.010
[-0.443] [-0.790] [0.186]

Government advisory body -0.021 -0.097%** 0.051
[-0.498] [-2.966] [0.715]

Decade FE YES YES YES

Observations 251 223 251 223 251 223
R-squared 0.078 0.116 0.011 0.071 0.001 0.117

Note: This table presents estimates of the effect of governor appointments on the propensity of
several types of crises (i.e., sovereign debt, currency, and banking crises). Odd-numbered columns
correspond to column (2) of Table 9, while even-numbered columns correspond to column (4)
of Table 9. Standard errors are robust to heteroskedasticity. t-statistics are in brackets. The
Appendix Table A1l provides variable definitions and sources.
significance at the 1%, 5%, and 10% levels, respectively.
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Table 11: Sovereign bond returns and governor independence

Bond returns [-5,+5]

(1) (2) (3) (4) (5) (6) (7)

GI 0.003*  0.002*  0.003*  0.003**  0.006***  0.008%*  0.008**
[1.930] [1.825] [1.958]  [2.030]  [2.786]  [2.253]  [2.184]

De jure CBI -0.004  -0.003  -0.002 -0.002 -0.000 -0.001
[-1.425] [-1.128] [-0.669] [-0.482] [-0.036] [-0.170]

Government stability -0,001 -0.001 -0.001 -0.001 -0.001
[1.384] [1.438] [-1.632]  [-1.649]  [-1.599]

PhD degree -0.000 0.000 0.000 0.000
[-0.038] [0.160] [0.126] [0.111]

Advanced related degree -0.002 -0.002 -0.002 -0.002
[1.605]  [1.326]  [-1.140]  [-1.116]

Central bank (top position) 0.003* 0.004** 0.004* 0.004*
[1.771)  [2125]  [2.027]  [1.945]

International organization 0.003* 0.003* 0.003 0.003
[1.707]  [1.823]  [1.651]  [1.628]

Academic institution 0.001 0.000 0.000 0.001
[0.550] [0.262] [0.261] [0.347]

Financial sector -0.001 -0.000 -0.000 -0.000
[-0.474] [-0.025] [-0.165] [-0.188]

Government advisory body -0.002%* -0.002 -0.002 -0.002
[-1.693] [-1.665] [-1.408] [-1.468]

Inflation target 0.003** 0.004 0.004
[2.125]  [1.549]  [1.531]
GI x Inflation target -0.008***  -0.009**  -0.009**
[-2.819]  [-2.318]  [-2.194]

Eurozone 0.001 0.001
[0.317] [0.306]

GI x Eurozone -0.004 -0.004
[1.269]  [-1.228]

Inherited inflation -0.001
[-0.344]

Observations 51 51 50 50 50 50 50

R-squared 0.076 0.112 0.216 0.373 0.460 0.478 0.480

Note: This table presents estimates of the effect of governor appointments on bond returns. Columns
(1)-(7) report results using the cumulative returns of the sovereign bond return with maturity of 2 years
based on local currencies, calculated over the 10-day window around the appointment announcement
date, as dependent variable. Standard errors are robust to heteroskedasticity. t-statistics are in brack-
ets. The Appendix Table Al provides variable definitions and sources. ***, ** and * denote statistical
significance at the 1%, 5%, and 10% levels, respectively.
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Table 12: Foreign exchange rate returns and governor independence

FX returns [-5,+5]
(1) (2) 3) (4) (5) (6)

GI -0.099 -0.089 -0.105 -0.181 -0.248  -0.228
[-1.050] [-1.114] [-1.155] [-1.275] [-1.220] [-0.936]

De jure CBI 0.194 0.238 0.103 0.103 0.083
[1.246] [1.313] [0.934] [0.953] [0.835]

Government stability -0.043  -0.056  -0.057  -0.049
[-1.435] [-1.455] [-1.452] [-1.094]

PhD degree 0.066 0.058 0.081
[0.799]  [0.754]  [1.028]

Advanced related degree 0.158 0.154 0.125
[1.143] [1.132]  [1.014]

Central bank (top position) 0.018 0.001 -0.019
[0.301]  [0.021] [-0.389]

International organization 0.035 0.053 0.070
[0.588]  [0.698]  [0.867]

Academic institution -0.178  -0.166  -0.137
[-1.319] [-1.337] [-1.101]

Financial sector 0.095 0.078 0.072
[1.222]  [1.110]  [0.984]

Government advisory body 0.033 0.019 -0.003
[0.662] [0.405] [-0.095]

Inflation target -0.063  -0.078
[-0.618] [-0.666]

GI x Inflation target 0.196 0.180
[0.983]  [0.838]

Inherited inflation -0.076
[-1.004]

Observations 85 82 76 76 76 75

R-squared 0.016 0.032 0.092 0.213 0.231 0.206

Note: This table presents estimates of the effect of governor appointments on FX returns.
Columns (1)-(6) report results using the cumulative exchange rate returns, calculated over
the 10-day window around the appointment announcement date as dependent variable.
Standard errors are robust to heteroskedasticity. t-statistics are in brackets. The Appendix
Table A1l provides variable definitions and sources. ***, ** and * denote statistical signif-
icance at the 1%, 5%, and 10% levels, respectively.
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Figure 1: GI and de jure CBI indexes across countries
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Note: This figure aggregates the data on the GI and de jure CBI indexes at the country level. The red bars
show the gap between de jure CBI and GI indexes, which is calculated as the difference between the de jure CBI
and GI indexes (left y-axis). The connected dots show the mean value of the de jure CBI index (light blue solid
line) and GI index (blue dashed line) across countries (right y-axis). Larger bars above zero reflect higher gaps,
with de jure independence (higher de jure CBI index) being larger than de facto independence (higher GI index).
Conversely, larger bars below zero reflect higher gaps, with de facto independence (higher GI index) being larger
than de jure independence (higher de jure CBI index). Smaller bars reflect higher convergence between de jure

independence (de jure CBI index) and de facto independence (GI index).
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Figure 2: GI and de jure CBI indexes over time
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Note: This figure aggregates the data on different indexes at the year level and plots them over time. The black
line shows the evolution for the GI index. The dotted lies show the evolution for the de jure CBI indexes: the
red line shows the evolution for the ROM index (referring to Romelli, 2022, 2024), the scattered blue line for the
CWN index (Cukierman et al., 1992), and the scattered yellow line for the GMT index (Grilli et al., 1991). The
values of the indexes are normalized relative to their levels in 1985 (set to 1). Higher values for all of these indexes
reflect more independence.
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Figure 3: 3 estimates of de jure CBI (governance)
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Note: This figure shows the 31 estimates (grey) with their 95% confidence intervals (red) of the effect of de jure
CBI (governance component) before and after main policy reforms on governor appointments based on the model
in Eqn. 3. Before reflects the marginal effect of De jure CBI (81) while After captures the sum of the main
and interaction effects (81 + B2). The figure shows, as dependent variable, the GI index, each of its criterion
(“Executive Ties,” “Press,” and “Experts”), the GI Lexi index, and the GI PCA index, respectively.
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A  Appendix

Table Al: Variable Definitions and Sources

Variable name

Definitions and data sources

GI

GI Lexi

GI PCA

De jure CBI

De jure CBI governance

Index of independence of central bank governor appointments, ranging
between 0 (no independence) and 1 (full independence) and varying at
the governor-appointment year level. The index consists of three criteria:
(1) Executive ties; (2) Press; and (3) Experts. See Table 1 for details
about the coding rules. Source: authors.

Lexicographic dummy variable for central bank governor independence
that takes the value of 1 if none of the criteria for “Executive ties,”
“Press,” and “Experts” indicate dependence, and 0 otherwise. Source:
authors.

The first principal component of the 5 sub-criteria forming the GI index
(see Table OA3 in the online appendix). Principal component analysis
effectively performs a singular value decomposition of the correlation
matrix of GI sub-criteria. The single factor selected in this study is the
eigenvector in the decomposition with the highest eigenvalue. Source:
authors.

Index of central bank independence and accountability, ranging be-
tween 0 (no independence) and 1 (full independence) and varying at the
country-year level. The index follows codification strategy of Cukier-
man et al. (1992) and provides information on 42 criteria of central bank
institutional design across six subcategories: (1) governor and central
bank board; (2) monetary policy and conflict resolution; (3) objectives;
(4) limitations on lending to the government; (5) financial independence;
and (6) reporting and disclosure. This is the ROM index throughtout
the analyses unless stated otherwise, in which case it is either the CWN
index or GMT index (both indexes only using subcategories (1)-(4)).
Sources: Grilli et al. (1991); Cukierman et al. (1992); Romelli (2022,
2024).

Index of independence in central bank governance (subcategory (1) “gov-
ernor and central bank board” of the ROM index), ranging between 0 (no
independence) and 1 (full independence) and varying at the country-year
level. Sources: Romelli (2022, 2024).
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Main policy reform

Government stability

Early replacement

IMF program

PhD degree

Advanced related degree

Central bank (top posi-
tion)

International organization

Academic institution

Dummy variable that takes the value of 1 in the years following the
most significant change to central bank legislation related to the subcat-
egory “monetary policy and conflict resolution,” of the ROM index, and
0 otherwise. A significant reform corresponds to a positive change of
approximately 2 standard deviations in the subcategory “policy” of the
ROM index (Table OA6 reports the reform years). For robustness pur-
poses in Table OA8, we also construct similar indexes based on the other
subcategories of the ROM index (i.e., “objectives,” “limitations on lend-
ing to the government,” “financial independence,” and “reporting and
disclosure”). Sources: authors following Romelli (2022, 2024).

Index measuring both the government’s ability to carry out its declared
program(s), and its ability to stay in office. The index consists of three
components: (1) government unity; (2) legislative strength; and (3) pop-
ular support. The index ranges between 0 and 12 and varies at the
country-year level. Source: ICRG.

Dummy variable that takes the value of 1 if the governor’s predecessor
was forced to resign or removed prior to the end of his or her term, and
0 otherwise. Source: authors.

Dummy variable that takes the value of 1 in the years following an IMF
assistance program (Flexible Credit Line Arrangement), and 0 otherwise.
Source: authors following Dreher (2006). Source: authors.

Dummy variable that takes the value of 1 if the appointee has a PhD
degree in Economics or Finance, and 0 otherwise. Source: authors.

Dummy variable that takes the value of 1 if the appointee has a post-
graduate degree in related discipline (e.g., Accounting, Business Studies,
Law), and 0 otherwise. Source: authors.

Dummy variable that takes the value of 1 if the appointee held a top-
level position (i.e., deputy governor, executive or non-executive member
of the board of directors) at a central bank, and 0 otherwise. Source:
authors.

Dummy variable that takes the value of 1 if the appointee held a top-level
position in international organizations promoting economic, monetary,
and financial stability (e.g., IMF, WB, BIS, OECD, EBRD, EIB, IDB),
and 0 otherwise. Source: authors.

Dummy variable that takes the value of 1 if the appointee held a high-
level position in a related discipline at an academic institution (e.g., uni-
versity professor in Economics, Finance, Law), and 0 otherwise. Source:
authors.
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Financial sector

Government advisory

body

Regional CBI diffusion

EU accession

Inflation target

Eurozone

Inherited inflation

Experts (hindsight)

Inflation

Sovereign debt

Dummy variable that takes the value of 1 if the appointee held a top
management position in the private financial sector, and 0 otherwise.
Source: authors.

Dummy variable that takes the value of 1 if the appointee was member
of the council of economic advisors or an equivalent body providing in-
dependent advice to the government, and 0 otherwise. Source: authors.

The jackknife average of CBI (as measured by “de jure CBI”) in a region
in a given year, excluding the own-country observation. There are seven
regions: Africa, East Asia and the Pacific, Eastern Europe and Central
Asia, Western Europe and other developed countries, Latin America
and the Caribbean, the Middle East and the North of Africa, and South
Asia. Sources: authors following Acemoglu et al. (2019) and Romelli
(2022, 2024).

Dummy variable that takes the value of 1 in the five years prior to joining
the European Union, and 0 otherwise. Source: authors following Romelli
(2022, 2024).

Dummy variable that takes the value of 1 if the country has an explicit
inflation target, and 0 otherwise. Sources: Siklos (2017).

Dummy variable that takes the value of 1 if the country is a member
of the Eurozone in the corresponding year, and 0 otherwise. Source:
authors’ classification.

Dummy variable equal to 1 if the average inflation during the gover-
nor’s predecessor’s term was above the median past inflation rate, and
0 otherwise. Source: World Bank.

Dummy variable that takes the value of 1 if the surveyed experts perceive
the governor as having acted independently during her or his whole term
in office, and 0 otherwise. To quantify the results of the survey account-
ing for divergence of opinions and the different numbers of responses, the
standard balance statistic is calculated (Pesaran and Weale, 2006). A
balance statistic greater (smaller) than 0 means a politically independent
(a politically dependent) term in office according to the experts. This
variable is based on the second question of the survey: “In your opin-
ion, with the benefit of hindsight, was [Governor’s name] a politically
independent central bank governor?”. Source: authors.

The log of the average rate of consumer price inflation during the gov-
ernor’s term. Source: World Bank.

Dummy variable that takes the value of 1 if there is a sovereign debt

crisis during the governor’s term, and 0 otherwise. Sources: Laeven and
Valencia (2013, 2018).
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Currency

Banking

Bond returns

FX returns

Dummy variable that takes the value of 1 if there is a currency crisis dur-
ing the governor’s term, and 0 otherwise. Sources: Laeven and Valencia
(2013, 2018).

Dummy variable that takes the value of 1 if there is a banking crisis dur-
ing the governor’s term, and 0 otherwise. Sources: Laeven and Valencia
(2013, 2018).

The cumulative returns of the sovereign bond return with maturity of
2 years based on local currencies, calculated over the 10-day window
around the appointment announcement date. Source: Datastream.

The cumulative exchange rate returns, calculated over the 10-day win-
dow around the appointment announcement date. Higher return implies
more depreciation of local currency to U.S. dollar. Source: Compustat.
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Table A2: Descriptive statistics on additional key variables

(1 (2 (3) (4) (5) (6)
N Mean SD Min  Median Max

De jure CBI 292 0.622 0.198 0.147 0.618 0.929
Government stability 292 7.126  1.799 1.000 7.000 11.000
Early replacement 317 0.306 0.462 0.000 0.000 1.000
IMF program 310 0.010 0.098 0.000 0.000 1.000
PhD degree 308 0.455 0.499 0.000 0.000 1.000

Advanced related degree 308 0.692 0.463 0.000 1.000 1.000
Central bank (top position) 307 0.459 0.499 0.000  0.000 1.000
International organization 298 0.215 0.411  0.000 0.000 1.000
Academic institution 300 0.457 0.499 0.000 0.000 1.000
Financial sector 298 0.292 0.455 0.000 0.000 1.000
Government advisory body 298 0.111 0.314  0.000 0.000 1.000

Experts (hindsight) 294 0.581 0.316  0.000 0.625 1.000
Inflation 308  1.904 1.790 -2.581 1.572  10.401
Sovereign debt 317 0.047 0.213  0.000 0.000 1.000
Currency 317 0.120 0.325 0.000 0.000 1.000
Banking 317 0.186  0.390  0.000 0.000 1.000
Bond returns 80  0.001 0.005 -0.023  0.001 0.026
FX returns 234 -0.006 0.311 -2.560 -0.000  3.816

Note: This table presents descriptive statistics for all key (control and dependent)
variables used in the analysis except the GI index and its criteria, which are re-
ported in Table 1.
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A Additional Tables and Figures

Table OA1: List of countries and governor appointments

Country
code

Country
name

Governor appointment (month-year)

ARG

AUS

AUT

BEL

BOL

BRA

BGR

CAN

CHL

CHN

COL

CRI

Argentina

Australia

Austria

Belgium

Bolivia

Brazil

Bulgaria

Canada

Chile

China

Colombia

Costa Rica

Mario Blejer (Jan. 2002), Aldo Pignanelli (Jun. 2002), Alfonso Prat-
Gay (Dec. 2002), Martin Redrado (Sep. 2004), Mercedes Marcé del Pont
(Feb 2010), Juan Carlos Fabrega (Nov. 2013), Alejandro Vanoli (Oct.
2014), Federico Sturzenegger (Dec. 2015), Luis Caputo (Jun. 2018),
Guido Sandleris (Sep. 2018), Miguel Angel Pesce (Dec. 2019)

Bernie Fraser (Sep. 1989), Ian Macfarlane (Sep. 1996), Glenn Stevens
(Sep. 2006), Philip Lowe (Sep. 2016)

Hellmuth Klauhs (Sep. 1988), Maria Schaumayer (Jun. 1990), Klaus
Liebscher (Jun. 1995), Ewald Nowotny (Sep. 2008), Robert Holzmann
(Sep. 2019)

Alfons Verplaetse (Jul. 1989), Guy Quaden (Mar. 1999), Luc Coene
(Apr. 2011), Jan Smets (Mar. 2015), Pierre Wunsch (Jan. 2019)
Javier Nogales Iturri (Jun. 1986), Jacques Trigo Loubiere (Jun. 1988),
Rail Boada Rodriguez (Aug. 1989), Armando Méndez Morales (Jun.
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Table OA2: Governor appointments and de jure CBI: Alternative de jure CBI indexes

(1) (2) 3) (4)
Dependent variable:
CWN -0.138 0.036
[-1.081]  [0.217]
GMT -0.105 -0.005
[-0.800]  [-0.024]
Government stability -0.007 -0.006
[-0.524] [-0.495]
Early replacement 0.030 0.031
[0.484] [0.503]
IMF program 0.471+** 0.470%***
[3.578] [3.648]
PhD degree 0.106 0.105
[1.395] [1.385]
Advanced related degree 0.122 0.125
[1.623] [1.649]
Central bank (top position) 0.138%** 0.138%**
[2.700] [2.708]
International organization 0.092 0.093
[1.412] [1.455]
Academic institution -0.049 -0.049
[-0.817] [-0.805]
Financial sector 0.042 0.043
[0.687] [0.702]
Government advisory body 0.032 0.035
[0.438] [0.481]
Country FE YES YES
Observations 251 222 251 222
R-squared 0.008 0.468 0.004 0.468

Note: This table presents estimates of the effect of de jure CBI on gover-
nor appointments based on the model in Eqn. 2 and alternative indexes
of de jure CBI. All columns report results using the GI index as the de-
pendent variable. Columns (1) and (2) include the CWN index as the
alternative indicator of de jure CBI, and columns (3) and (4) include the
GMT index. Robust standard errors are clustered at the country level.
t-statistics are in brackets. The Appendix Table Al provides variable def-
initions and sources. *** ** and * indicate statistical significance at the
1%, 5%, and 10% levels, respectively.
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Table OA3: Principal component analysis of the GI index

Sub-criteria Loadings

C1. Executive ties
C1.1. The latest position of the appointee is in the executive branch of the government 0.427
C1.2. The appointee has a prior link to the ruling political party/parties via any of the following: prior 0.564
electoral mandate, publicly known partisan relationship/friendship
C1.3. The appointee has a prior link to the ruling political party/parties via family ties (up to third-degree 0.199
family members)
C2. Press
C2.1. The international (English-speaking) press explicitly reports the appointment as “political” 0.532
C3. Experts

(C3.1. The majority of academics surveyed indicates that the appointment is “political” 0.421

Note: This table presents the loadings from the first principal component of the GI index. For each criterion, responses can be
either ‘YES’ or ‘NO’. We assign a code of 1 to the answer indicating higher independence. Therefore, in our coding system, a
higher score consistently represents greater independence. The higher the absolute value of the loading, the more the original
variable contributes to the component. The PCA loadings indicate several key factors associated with central bank governor
independence: lacking executive ties (C1.1 and C1.3), media perception (C2.1), and survey responses (C3.1).
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Table OA4: Governor appointments and de jure CBI: Sub-sample analysis

Dependent variable:

(1)

(2)

®3)

GI

Sample: Developed countries Developing countries Non-EZ countires
De jure CBI 0.141 -0.311 0.111
[0.508] [-0.928] [0.505]
Government stability -0.008 -0.005 -0.004
[-0.392] [-0.243] [-0.251]
Early replacement 0.073 -0.028 -0.009
[0.879] [-0.320] [-0.153]
IMF program 0.507*** 0.498***
[3.095] [3.668]
PhD degree 0.100 0.123 0.162*
[1.291] [0.864] [1.807]
Advanced related degree 0.013 0.206* 0.120
[0.118] [1.980] [1.471]
Central bank (top position) 0.183** 0.120 0.179%**
[2.533] [1.393] [2.900]
International organization 0.123 0.033 0.088
[1.326] [0.431] [1.272]
Academic insitution 0.041 -0.123 -0.084
[0.487] [-1.460] [-1.354]
Financial sector 0.103 -0.022 0.072
[0.889] [-0.346] [1.246]
Government advisory body -0.029 0.152 0.063
[-0.263] [1.627] [0.897]
Country FE YES YES YES
Observations 115 107 181
R-squared 0.453 0.529 0.524

Note: This table presents estimates of the effect of de jure CBI on governor appointments based
on model in Eqn. 2. All columns report results using the GI index as dependent variables. Col-
umn (1) only includes “developed” countries as classified by the World Bank, while column (2)
only includes “developing” countries as per the same classification. Column (3) excludes Euro-
zone (EZ) countries. Robust standard errors are clustered at the country level. ¢-statistics are in
brackets. The Appendix Table Al provides variable definitions and sources. *** ** and * indi-
cate statistical significance at 1%, 5% and 10% levels, respectively.
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Table OA5: Governor appointments, de jure CBI, and populism

(1) 2) 3) (4) ) (6) (7)
Dependent variable: GI
Populism -0.157  -0.180* -0.187**  -0.174**
[-1.522] [-1.810]  [-2.188] [-2.176]
De Jure CBI -0.083 -0.186 0.110 0.059 0.118 0.116
[-0.570]  [-1.215] [0.520] [0.295] [0.555] [0.545]
Populism left -0.087 -0.133
[-0.660] [-1.054]
Populism right -0.175%%  -0.189**
[-2.087] [-2.189]
Government stability -0.003 -0.004 -0.006 -0.005 -0.004
[-0.223] [-0.317] [-0.488] [-0.400] [-0.324]
Early replacement 0.044 0.037 0.033 0.029 0.035
[0.662] [0.632] [0.549] [0.488] [0.605]
IMF program 0.062 0.397*%%  0.467***  0.403***  (.393***
[1.078] [4.395] [3.607] [4.170] [4.378]
PhD degree 0.075 0.089 0.100 0.100 0.091
[1.105] [1.273] [1.388] [1.352] [1.305]
Advanced related degree 0.108 0.127 0.123 0.122 0.126
[1.367] [1.608] [1.587] [1.581] [1.579]
Central bank (top position) 0.119%%  0.143%FF  0.135%*  0.149%FF  (.145***
[2.267] [2.786] [2.555] [2.867] [2.716]
International organization 0.101* 0.084 0.095 0.077 0.081
[1.823] [1.328] [1.475] [1.220] [1.292]
Academic insitution -0.024 -0.050 -0.047 -0.054 -0.051
[-0.381] [-0.827] [-0.783] [-0.909] [-0.858]
Financial sector 0.008 0.050 0.045 0.041 0.048
[0.151] [0.822] [0.744] [0.689] [0.795]
Government advisory body -0.012 0.035 0.029 0.038 0.037
[-0.164] [0.474] [0.396] [0.509] [0.488]
Country FE YES YES YES YES
Observations 274 251 223 222 222 222 222
R-squared 0.024 0.037 0.154 0.482 0.469 0.480 0.482

Note: This table presents estimates of the effects of de jure CBI and populism on governor appointments based
on model in Eqn. 2. All columns report results using the GI index as the dependent variable. The dummy
variable Populism is from Lambert and Pan (2025) and takes the value of 1 if the country is, at the time of the
governor’s appointment, led by a populist leader, and 0 otherwise. Political leaders are classified as “populist”
following the methodology of Funke et al. (2023), that is, if their discourse consistently emphasizes a conflict
between a “privileged elite” and the “common people,” with anti-elite and people-centric rhetoric being cen-
tral to their campaigns or tenure. Populist leaders are further categorized as left-wing when their anti-elitism
primarily centers on economic issues, and as right-wing when their anti-elitism primarily stems from culural
issues (see Funke et al., 2023, for more details). Robust standard errors are clustered at the country level. ¢-
statistics are in brackets. The Appendix Table A1l provides variable definitions and sources. *** ** and *
indicate statistical significance at the 1%, 5%, and 10% levels, respectively.
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Table OA6: Main legislative reforms

Policy Objectives Lending Finance Accountability

Bolivia 1995 1995 1995 1995
Bulgaria 1997 1997 1997
Chile 1989 1989 1989

Costa Rica 1995

Cyprus 2002 2002 2002 2002 2002
Czech Republic 2000 2000
Denmark 2005
Finland 1998 1998 1998 1998 1998
France 1993 1993 1993 1993
Greece 1994 1994
Hungary 2001 2001 2001 2001 2001
India 2016

Korea, Rep. 1998 1998

Lithuania 1996

Luxembourg 1998 1998 1998

Peru 1992 1992 1992 1992
Mexico 2010

Norway 1985

Philippines 1993 1993

Russian Federation 2002

South Africa 1989 1989

Sri Lanka 2006

Turkey 2001 2001 1994 2001
United Kingdom 1998

Uruguay 1995 1995 1995 1995

Note: This table reports the year for the sample countries having undertaken a sig-
nificant change to their central bank legislation, with reforms in the form of com-
plete changes of statutes or reprints of central bank charters, and legislative amend-
ments. The years reported are the most significant changes per country over the
sample period for the subcategory of the ROM index (specified in the column label).
If a sample country is not reported, it means that the changes to its central bank
legislation, if any, are not significant enough (“significant” is defined as a positive
change of approximately 2 standard deviations of the (sub)index sample mean).



Table OAT7: Governor appointments, main policy reforms, and IMF programs

)

(2)

Dependent variable: GI
De jure CBI governance 0.269 0.197
[1.327] [0.945]
Main policy reform 0.747+%* 0.226
[11.340]  [0.866]
De jure CBI governance x Main policy reform  -1.679***  -0.960**
-29.495]  [-2.450]
Government stability -0.002 -0.003
[-0.150] [-0.226]
Early replacement 0.037 0.026
[0.627] [0.427]
IMF program -3.621*F%% -4 .856*
[-2.755] [-1.950]
De jure CBI x IMF program 6.003%**  7.934%*
[3.063] [2.124]
PhD degree 0.095
[1.205]
Advanced related degree 0.119
[1.513]
Central bank (top position) 0.143%%*
[2.737]
International organization 0.101
[1.509]
Academic insitution -0.045
[-0.708]
Financial sector 0.046
[0.744]
Government advisory body 0.016
[0.211]
Country FE YES YES
Observations 226 222
R-squared 0.407 0.483

Note: This table presents estimates of the effect of de jure CBI (gov-
ernance component) following main policy reforms on governor appoint-
ments based on the model in Eqn. 3. Columns (1) and (2) report results
using the GI index as the dependent variable. Robust standard errors
are clustered at the country level. t-statistics are in brackets. The Ap-

pendix Table Al provides variable definitions and sources.
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* indicate statistical significance at 1%, 5% and 10% levels, respectively.
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Table OA8: Governor appointments, de jure CBI (governance), and other legislative reforms

(1) 2 ®3) (4)
Dependent variable: GI
De jure CBI governance -0.020 0.130 0.124 0.114
[-0.095] [0.600] [0.594] [0.526]
Main objectives reform -0.424
[-1.512]
De jure CBI governance x Main objectives reform 0.294
[0.663]
Main lending reform 0.410
[1.015]
De jure CBI governance x Main lending reform -0.905%*
[-1.874]
Main finance reform 0.579%*
[2.064]
De jure CBI governance x Main finance reform -1.520%%*
[-3.277]
Main accounting reform 0.635*
[1.836]
De jure CBI governance x Main accountability reform -1.008**
[-2.013]
Government stability -0.008 -0.007 -0.006 -0.010
[-0.565] [-0.546] [-0.472] [-0.697]
Early replacement 0.030 0.033 0.026 0.030
[0.512] (0.530] [0.438] [0.478]
IMF program 0.473%**  0.469%F*  0.486***  0.467*F**
(3.408] [3.500] [3.594] [3.428]
EU accession -0.687*F  -0.603**  -0.623**  -0.606**
[-2.514] [-2.034] [-2.032] [-2.036]
De jure CBI x EU accession 1.384%F%  1.229%%%  1.363FF*F  1.213%F*
(3.980] (3.006] [3.176] [3.002]
PhD degree 0.125 0.125 0.101 0.124
[1.625] [1.591] [1.278] [1.604]
Advanced related degree 0.119 0.103 0.119 0.106
[1.587] [1.328] [1.583] [1.390]
Central bank (top position) 0.155%#%  0.156%**  (0.143%**  (0.149%**
[2.947] (3.015] [2.755] [2.816]
International organization 0.078 0.091 0.110* 0.088
[1.195] [1.473] [1.680] [1.392]
Academic institution -0.073 -0.067 -0.059 -0.069
[-1.189] [-1.065] [-0.949] [-1.103]
Financial sector 0.044 0.045 0.051 0.054
[0.753] [0.763] [0.870] [0.904]
Government advisory body 0.038 0.052 0.026 0.046
[0.516] [0.777] [0.357] [0.682]
Country FE YES YES YES YES
Observations 221 222 222 222
R-squared 0.500 0.502 0.505 0.496

Note: This table presents estimates of the effect of de jure CBI (governance component) following main
“legislative” reforms on governor appointments based on the model in Eqn. 3. In all columns, the GI
index is used as dependent variable. Each column mirrors column (4) of Table 7, using the type of legisla-
tive reform indicated in the variable label and the subcategories defined in Romelli (2022, 2024). Table
OAG6 summarizes the reform years for each type of reform per country. Robust standard errors are clus-
tered at the country level. ¢-statistics are in brackets. The Appendix Table A1 provides variable defini-
tions and sources. *** ** and * indicate statistical significance at 1%, 5% and 10% levels, respectively.
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Table OA9: Experts’ hindsight opinion and governor appointments: Alternative definition of the

GI index
(1) (2) (3)
Dependent variable: Experts (hindsight)
GI (excluding “Experts”) 0.294%%%  (.274%**  ().224%**
[5.486] [4.929] [4.825]
Government stability 0.013 0.012
[1.208]  [1.185]
Early replacement -0.043 -0.023
[-1.125] [-0.752]
IMF program 0.320%**  (.353***
[6.755] [4.745]
PhD degree 0.178%** 0.038
[3.184] [0.870]
Advanced related degree 0.018 0.083*
[0.364] [1.822]
Central bank (top position) 0.037 -0.007
[0.888] [-0.238]
International organization 0.030 -0.001
[0.624] [-0.016]
Academic insitution -0.031 0.034
[-0.697] [0.905]
Financial sector 0.016 0.035
[0.334] [0.746]
Government advisory body 0.060 0.035
[0.997] [0.795]
Country FE YES
Observations 274 241 239
R-squared 0.149 0.279 0.653

Note: This table presents estimates of the effect of governor ap-
pointments on experts’ hindsight opinion based on a version of
the model in Eqn. 2. All columns report results using Experts
(hindsight) as dependent variable. The main independent vari-
able of interest is GI, from which the “Experts” criterion has
been excluded. Robust standard errors are clustered at the coun-
try level. t-statistics are in brackets. The Appendix Table Al
provides variable definitions and sources. ***, ** and * indicate
statistical significance at 1%, 5% and 10% levels, respectively.
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Figure OA1: Visualisation of criterion “Experts” of the GI index

® Appointment A Hindsight

Note: This figure shows data aggregated at the country level and compares cross-country patterns for the criterion
“Experts” of the GI index. The survey includes two questions inquiring about: (1) political independence during
the appointment event; and (2) political independence during the whole term in office. Higher (positive) values
reflect political independence and vice versa. For instance, in China (CHN) the experts indicate significant
political interference during the appointment and the term in office. In Belgium (BEL) the experts suggest
political intervention for the appointment of governors, but less so while in office.
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Figure OA2: Non-parametrically estimated survivor functions
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Note: This figure shows in Panel A the smoothed hazard estimate, while Panel B shows the Kaplan-Meier survival
estimate with respect to time.
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Figure OA3: Experts’ hindsight opinion and governor appointments: cross-country plot
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Figure OA4: Randomization test
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Note: This figure shows the distribution of estimates of GI on inflation (Panel A) and ¢-statistics (Panel B)
using the specification in column (1) of Table 9 for 1,000 iterations with randomized GI values. Each panel also
highlights (in red) the actual ¢t-statistic and coefficient. Appendix A provides variable definitions and data sources.
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B Illustrative Examples in the Press

B.1 Examples of non-political appointments

Blejer, Argentina, 2002

e “Argentina’s central bank chief, criticized for his handling of government banking curbs,
resigned on Thursday and was replaced by his deputy, Mario Blejer, a respected banker.”
( “Argentina central bank head quits, replaced by Blejer”, Reuters, 17 January, 2002.)

e “Argentina’s central-bank president, Roque Maccarone, resigned unexpectedly after be-
ing hit with heavy criticism that he hadn’t done enough to ease a partial freeze on bank
accounts. He was immediately replaced by Mario Blejer, a respected, University of Chicago-
trained economist who has worked for the International Monetary Fund in Washington.”
( “Argentina gets a new central-bank chief — Blejer, respected economist, should aid confi-
dence domestically and abroad”, The Wall Street Journal, 18 January, 2002.)

e “I am absolutely certain that we can prevent hyperinflation,” said Mr Blejer in his first
interview since being appointed 10 days ago. “I will definitely not compromise certain
principles.” ( “Argentine bank chief vows to curb printing of money”, The Financial Times,
28 January, 2002.)

Rojo, Spain, 1992

e “The appointment of Luis Angel Rojo as Bank of Spain governor is a clear sign the au-
thorities are opting for continuity and stability at a time when a worsening economy is
affecting confidence in the country, analysts said. [...] Rojo, a technocrat who joined the
central bank in 1971 as head of studies, is widely viewed as the architect behind much of
the Bank of Spain’s strict monetarist policy in recent years. A discreet but well respected
figure behind the scenes, Rojo has rarely ventured into the public eye [...].” (“Spain opts
for continuity with new bank governor”, Reuters News, 30 June 1992.)

Papademos, Greece, 1994

e “New Greek central bank governor Lucas Papademos is a quiet and highly respected tech-
nocrat who has served as an economic advisor and then deputy governor at the Bank of
Greece over the past decade. [...] He is known as a soft-spoken, hard-working technocrat
who is also well respected among European bankers but it remains to be seen whether,
as governor, he can stand up to pressures from the Greek government and push the cen-
tral bank towards independence.” ( “New Greek central bank governor a quiet technocrat”,
Reuters News, 14 October 1994.)

Gudmundsson, Iceland, 2009

e “Today, Iceland remains mired in a severe recession, with inflation running slightly above
12 per cent and the krona unloved and unwanted. The International Monetary Fund has
opposed interest rate cuts because of further risks to the battered currency and worries
about inflation. And now, the ball has been tossed to Mr. Gudmundsson, who brings
impeccable credentials to one of the toughest jobs in global public finance.” ( “He has one
tough job governor’s options limited in righting fiscal ship; Meet Mar Gudmundsson, the
next governor of Iceland’s central bank”, The Globe and Mail, 30 June 2009.)
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Fischer, Israel, 2005

e “There is some optimism over Fischer, Mizrahi said. [...] It is probably a good choice. |...]
The shekel moved enough to suggest this is a positive reaction to the news, Lubin said. [...]
He (Fischer) knows more about monetary policy than almost anyone on the planet and
there’s a greater chance he will be listened to on issues to do with the budget and structural
reforms than has been the case of his predecessors, he said.” ( “Israel shekel gains vs dollar
on Fischer central bank news”, Reuters News, 10 January 2005.)

e “Economists and market analysts agree that Fischer is a world class economist.” ( “Israel
hopes Fischer can boost inward investment.”, Reuters News, 10 January 2005.)

Cho Soon, Korea, 1992

e “Bank officials are also hopeful that Mr. Cho’s appointment to the post will help enhance
the status of the central bank, making it less prone to political influence. The nation’s
central bank has been derisively called a branch of the Finance Ministry as the bank’s
role has focused on backing up government policy. In 1988, when he was a professor at
Seoul National University and central bank officials demanded the bank’s independence
from the government policy, Mr. Cho sided with bank officials by emphasizing in a major
daily newspaper that the central bank should be autonomous.” (“Bank of Korea Names
Governor”, The Asian Wall Street Journal, 26 March 1992.)

Stals, South Africa, 1989

e “Stals, a strong proponent of market-oriented policies, spent 30 years in the Reserve Bank
before being appointed Director-General of the Finance Ministry in 1985. [...] Stals has
wide experience of debt negotiation, and continues to play a key role in South Africa’s
delicate rescheduling talks with creditor banks.” (“South Africa short-term debt burden
easing”, Reuters News, 27 July 1989.)

B.2 Examples of political appointments

Caputo, Argentina, 2018

e “Mr Sturzenegger’s replacement with Mr Caputo has prompted some critics to question
the government’s commitment to strengthening the central bank’s independence as part of
an agreement with the International Monetary Fund announced last week, which includes
a 50bn dollar bailout.” ( “Argentina’s finance minister picked to lead central bank”, The
Financial Times, 15 June 2018.)

Klauhs, Austria, 1988

e “He was chosen as the compromise candidate after six months of negotiations between the
two main political parties on who should succeed the bank’s former president, Mr Stephan
Koren, who died last January (1987). [...] The delay in reaching agreement stems from the
“proporz” system, seen by many Austrians as an outdated form of patronage, in which the
top jobs are equally divided between the Socialists, or “reds,” and the People’s Party, or
“blacks.” ( “Central bank head appointed in Austria”, The Financial Times, 12 July 1988.)
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Ordonez, Spain, 2006

e “The possible naming of Fernandez Ordonez as Bank of Spain governor sparked contro-
versy because many view his close government ties as inappropriate for the central bank’s
tradition of independence.” ( “Spain government to discuss central bank chief appointment
in June”, Dow Jones International News, 29 May 2006.)

e “But the conservative Popular Party, which leads Spain’s opposition, is opposed to Fernandez-
Ordonez because of his close links to the ruling Socialists. The bank’s governor has usually
been an independent person with the backing of both major political parties.” ( “Spain to
name new central bank head after June 10”7, Reuters News, 29 May 2006.)

e “Known by his initials "MAFO”, he was opposed by the conservative opposition Popular
Party on grounds he was deeply linked to the ruling Socialists and too partisan to take on
a post traditionally held by an independent figure.” (“Bank of Spain chief seen backing
gradual ECB hikes”, Reuters News, 12 July 2006.)

Provopoulos, Greece, 2008

e “He is known to have close ties to the center-right New Democracy government [...].” ( “Bank
of Greece nominates Provopoulos as new governor”, Dow Jones International News, 30 May
2008.)

Oddsson, Iceland, 2005

e “Oddsson dominated Icelandic politics when he was prime minister between 1991 and 2004,
carrying out a raft of economic reforms.” ( “Former Icelandic PM Oddsson to head central
bank”, Reuters News, 7 September 2005.)

e “Oddsson may find himself under pressure from his implied involvement in allegations
against industry giant Baugur, which has turned into a media circus.” ( “Cabinet Stalwart
bows out, prompts reshuffle in Iceland”, Global Insight Daily Analysis, 28 September 2005.)

Park, Korea, 2002

e “Chairman of the Public Fund Overseeing Committee, Park has served in key government
posts including as construction minister and top presidential economic adviser.” (“South
Korean reforms finance boss to head central bank.”, Reuters News, 19 March 2002.)
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