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1. INTRODUCTION
1.1 NEDLAC social partners broadly support the rationale behind the South African Reserve Bank Amendment Bill (“The Bill”). Our position is informed by our understanding and full appreciation that the Bank is a public policy institution, with a unique role in the economic policy framework.  The South African Reserve Bank Act 90 of 1989 explicitly defines this responsibility as follows “The primary objective of the Bank shall be to protect the value of the currency of the Republic in the interest of balanced and sustainable economic growth in the Republic”. 
1.2 We believe that the proposed amendments are timeous and appropriate given the prevailing conditions.  Our opinion is that the proposed amendments will strengthen the credibility of the Reserve Bank by addressing challenges to the Bank’s independence and enhance corporate governance of the Bank by broadening the Board of Directors through the provision for NEDLAC social partners to nominate qualifying persons onto the board.

2. THE CASE FOR A CREDIBLE CENTRAL BANK

2.1 Integrity of the Reserve Bank as with other public policy institutions is a precondition for increasing the Bank’s credibility as the custodian of monetary policy as well as contributing to long term stability of the financial sector.   Internationally, it is recognised that the credibility enhances central banks in many ways. Firstly. The central bank as the lender of last resort requires credibility to maintain the very essential ideal of financial stability.  Credibility can also enhance policy certainty and  elicit the requisite responses, as central bank warnings are heeded by the general public. 

2.2 Whilst integrity and credibility can be difficult to quantify, we believe that building along the established path of adopting transparent policy decision-making, addressing internal risks as they emanate and impartiality are important principles to consider. We thus agree that it is important for the Amendment bill to eliminate any confusion regarding secondary and tertiary objectives of the Bank. 

2.3 Unlike private companies, the Bank does not have a mandate of maximising financial returns to private shareholders. Rather, it has the responsibility as articulated above. We believe that this requires that all shareholders align their personal objectives for owning shares to the main objectives of the Bank. Shareholders who are not able to make such an alignment should consider buying shares in ordinary, publicly listed banking institutions or any other organisations with a profit motive. 

2.4 NEDLAC Social partners submit that the undesirable demands from a select number of Reserve Bank shareholders, which seem to be underpinned by financial objectives, threaten to undermine the credibility of this important institution. However, the NEDLAC partners will support any demands of the shareholders that are driven purely by a quest for improved governance in the Reserve Bank. There is no doubt that sound monetary policy making and delivery, is positively correlated with sound governance.
2.5 We believe that the proposal to close loopholes, which allow for interrelated parties to hold more than 10 000 Reserve Bank shares are sound. This proposal is in the spirit of the Principal Act, and merely provides the appropriate counter-balances to potential abuse. It is also key to realising the broadest shareholder participation in the bank, which increase the participation of South Africans in the governance of the Bank.
2.6 NEDLAC Social partners welcome the proposal to broaden the Board of the Reserve Bank by including individuals nominated by NEDLAC.  We believe this proposal is appropriate and will further enhance corporate governance of the Bank and ensure governance oversight from a broader representation of South African residents.  Diversity in backgrounds and experience of board members is useful in ensuring that various perspectives are taken into account during deliberations to render the Bank a centre of excellence. 

2.7 We also support the provisions which clarify corporate governance (s 4A) by outlining the powers and functions of the board.  The explicit functions will allow for an efficient board and is in line with international best practice. It will also ensure a clarity in the distribution of responsibilities between the Board and the Executive. In particular, this proposal explicitly distinguishes policy, which is an executive function, from governance which is a Board function. The change makes it explicit that the Board is governance board and not a policy board, which should significantly improve overall accountability.
Conclusion

2.8 We support the broad principles outlined in the Reserve Bank Amendment Bill. The proposals will align the practices and procedures of the Reserve Bank with those of other central banks. We believe that these proposals will allow for the Bank to  achieve its primary objective; and should erase any confusion about rights and obligations of the Bank to its shareholder’s and vice versa. We also believe that the expanded board will also enhance the Bank’s reputation as public institutions serving public interest. 
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