
   The Basel Committee on Banking Supervision 

  The Basel Committee on Banking Supervision (BCBS) sets the guide-
lines for worldwide regulation of banks. It is the forum for agreeing 
international regulation on the conduct of banking. Based on special 
access to the archives of the BCBS and interviews with many of its key 
players, this book tells the story of the early years of the Committee 
from its foundation in 1974/5 right through until 1997 – the year that 
marks the watershed between the Basel I Accord on Capital Adequacy 
and the start of work on Basel II. In addition, the book covers the 
Concordat, the Market Risk Amendment, the Core Principles of 
Banking and all other facets of the work of the BCBS. While the book 
is primarily a record of the history of the BCBS, it also provides an 
assessment of its actions and effi cacy. It is a major contribution to the 
historical record on banking supervision. 

  C H A R L E S G O ODH A R T  CBE, FBA is Emeritus Professor of Banking 
and Finance and a member of the Financial Markets Group at the 
London School of Economics and Political Science, having previously 
served as the Group’s Deputy Director from 1987 to 2005. From 1985 
until his retirement in 2002 he was the Norman Sosnow Professor 
of Banking and Finance at LSE. Before moving into academia he 
worked at the Bank of England for seventeen years as a monetary 
advisor, becoming a chief advisor in 1980.   





  The Basel Committee on 
Banking Supervision 
 A History of the Early Years, 1974–1997 

    Charles   Goodhart     

    



  C A M B R I D G E U N I V E R S I T Y P R E S S 
 Cambridge, New York, Melbourne, Madrid, Cape Town, 
 Singapore, São Paulo, Delhi, Tokyo, Mexico City  

   Cambridge University Press  
 The Edinburgh Building,  Cambridge CB2 8RU, UK   

  Published in the United States of America by Cambridge University Press, 
New York  

   www.cambridge.org  
 Information on this title:  www.cambridge.org/9781107007239  

 ©  Charles Goodhart  2011    

  This publication is in copyright. Subject to statutory exception 
and to the provisions of relevant collective licensing agreements, 
no reproduction of any part may take place without the written 
permission of Cambridge University Press.  

  First published  2011  

 Printed in the United Kingdom at the University Press, Cambridge 

   A catalogue record for this publication is available from the British Library  

  Library of Congress Cataloguing in Publication data 
 Goodhart, C. A. E. (Charles Albert Eric) 

 The Basel Committee on Banking Supervision : a history of the early 
years, 1974–1997 / Charles Goodhart. 

 p. cm. 
 Includes bibliographical references and index. 
 ISBN 978-1-107-00723-9 
 1. Banks and banking–State supervision. I. Title.  
 HG1725.G66 2011 
 332.1–dc23   
2011017975 

 ISBN  978-1-107-00723-9  Hardback 

   Cambridge University Press has no responsibility for the persistence or 
accuracy of URLs for external or third-party internet websites referred to in 
this publication, and does not guarantee that any content on such websites is, 
or will remain, accurate or appropriate.   

 



v

  Contents    

  List of fi gures   page   vii  
  List of tables     viii  
  Foreword by Dr Nout Wellink, President of De Nederlandsche 

Bank, and Chairman of the BCBS     ix  
  Preface     xi    

     1     Introduction     1  

     2     The antecedents of the BCBS     10  

     3      Modus operandi: Chairmen; Secretariat; members; 
structure of meetings     51  

     4     The Concordat     96  

     5     External and foreign exchange issues     127  

     6     Capital adequacy and the Basel Accord of 1988     146  

     7     The Market Risk Amendment     224  

     8     The Core Principles of Banking Supervision     286  

     9     Liquidity     317  

     10     Off-balance-sheet exposures and derivatives     351  

     11     Other topics addressed by the BCBS     372  

     12      The relationship of the BCBS with banks and other 
banking regulators     413  

     13      Relationships with other non-bank oversight and 
supervisory bodies     465  

     14     The legal position of the BCBS     542  

     15     The international relations of the BCBS     560  



Contentsvi

     16     The BCBS and the social sciences     572  

     17     Epilogue     581    

  Bibliography     583  
  Index     589    



vii

  Figures  

  3.1     Participation record   page   66  
  3.2     Number of participants at each meeting     71  
  9.1     The changing composition of the UK banking 

system’s assets     334    



viii

  Tables  

  3.1     Long-serving members of the BCBS   page   65  
  3.2     Number of BCBS meetings each year     73  
  3.3     External issues     79  
  3.4     Discussions on own regulatory practices     80  
  3.5     Measuring and infl uencing bank practices     81  
  3.6     Scheduled discussions of bank failures     82  
  3.7     Relationships with other groups connected with fi nancial 

oversight     82  
  3.8     Infrastructural issues     83  
  3.9     General issues     83  
  4.1     Matrix of suggestions for sharing of responsibilities     98  
  6.1     Elements of capital in a tiered framework     161  
  6.2     Suggested tabular format for submitting responses 

to Secretariat     162    



ix

  Foreword 

  In May 2004 Professor Charles Goodhart wrote to the then General 
Manager of the Bank for International Settlements (BIS), Dr Malcolm 
Knight, proposing that he would compose a history of the early years of 
the Basel Committee on Banking Supervision (BCBS), 1975–97, with 
the cut-off date excluding all discussions on Basel II. He asked for per-
mission to see the fi les from the archives in the BIS for these years, 
while at the same time offering to show all his drafts to the relevant 
central banks and supervisory experts prior to publication, and to take 
into account their comments. 

 This was, in several respects, a diffi cult issue. While the BIS is, in 
principle, in favour of providing such historical assessments, in prac-
tice it does not control the copyright to the archives of the BCBS. The 
BCBS is a standing committee of the central bank Governors of the 
G10 countries, who meet at the BIS in Basel. Copyright and access 
to the archives rests with the BCBS itself and through it to the G10 
Governors and central banks. 

 In the event these central banks, and members of the BCBS, were 
willing to give permission to view the relevant archives, subject to hav-
ing the opportunity to review the archives beforehand and to remove 
from them such documents as they regarded as still being inappropriate 
for historical reporting in public, as well as having the opportunity to 
review and to comment on the draft in advance of publication. 

 Some papers were thus winnowed, but only a very small minority. 
When reading the early drafts, every attempt has been made to ensure 
the accuracy of the factual reporting. The interpretation of such facts, 
and the judgements about the merits, or otherwise, of the work of the 
BCBS remain, however, with the individual author, that is Professor 
Goodhart. The fact that the author has been given (restricted) access 
to these archives, and support by the BIS, does not imply that the BIS, 
BCBS or the member central banks would necessarily share those 
interpretations and judgements. Indeed in a few cases they almost cer-
tainly would not do so. Even so, we believe that this work will provide 
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a useful background and extension to the understanding of the history 
and conduct of fi nancial regulation in general, and of the work of the 
BCBS in particular. 

 NOU T W E L L I N K 
 Chairman of the Basel Committee on 

Banking Supervision    
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 Preface   

 I became 65 in October 2001 and retired from my position, as Norman 
Sosnow Professor of Banking and Finance at the London School of 
Economics (LSE), in July 2002. By 2004 I was beginning to wonder 
how I might usefully fi ll the many prospective years of retirement that 
enhanced life expectancy indicated might lie ahead. 

 So in 2004 I took the initiative of writing to the then General 
Manager, Malcolm Knight, of the Bank for International Settlements 
(BIS) to propose that I prepare a history of the early years of the Basel 
Committee on Banking Supervision (BCBS). I had always been fascin-
ated by fi nancial history; my Harvard PhD had been about the 1907 
banking crisis in the USA. The historical development of fi nancial 
 regulation in general and of the BCBS in particular were important 
topics that had not, in my view, been suffi ciently researched. 

 Malcolm Knight was both welcoming and supportive and my fi rst 
thanks are to him. Indeed all the staff of the BIS were equally welcom-
ing and I was even given a room there for my work. I am particularly 
grateful to Elizabeth Koehl for handling the administration details so 
effi ciently. But there was a problem. The archives of the BCBS were not 
the property of the BIS. The BCBS was a standing subcommittee of the 
G10 governors of central banks, who meet regularly at the BIS at Basel 
(see Toniolo and Clement  2005 ). While the BIS provided the meeting 
place and administrative and secretarial support functions, the BCBS’ 
papers and archive belonged to the BCBS itself and through them to 
the G10 central banks. 

 My request to access their papers needed to be passed on to the BCBS 
itself and to their parent central banks. So my second set of thanks is to 
the BCBS itself, its chairmen, Jaime Caruana and Nout Wellink, and 
its Chief Secretary, Stefan Walter, and through them also to the parent 
central banks. I had promised to send all the central banks a copy of my 
text, which I did in July 2009, though only a few came back to me with 
any comments. There was, however, one proviso, that all members of 
the BCBS could preview the archives and remove, in advance of my use 
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of them, any which were felt, by any one of them, to be too sensational 
or still too confi dential for my eyes. 

 This turned out to be a blessing in disguise for me. The reports of 
BCBS meetings virtually all had both a ‘Short Report’, setting out what 
was decided and why, and an ‘Informal Record’, giving a brief account 
of what  everyone  said at each, usually two-day, meeting. These latter 
had all been winnowed. The Short Reports were usually about 4–5 
pages long, whereas the Informal Records were often over 50, or even 
100 pages long. Since there were some 83 BCBS meetings during this 
period, such winnowing reduced my necessary reading load dramati-
cally, perhaps halving it, without obscuring, I believe, my ability to fol-
low the main lines of development and their rationale signifi cantly. 

 Even so, going through the BCBS’ (winnowed) archives was quite an 
effort and I was privileged to have been accorded that opportunity. So, 
I thought it behoven to the BIS, to the BCBS and to future historians 
to make it less necessary for others to follow my path in this respect by 
reproducing what I have felt to be the key documents from the archives, 
mostly in long Appendices to each chapter. Future historians can read 
it here rather than need to go to the BIS themselves. Similarly, in the 
chapters themselves I have tried to present the main story as the BCBS 
saw it themselves. So there is much ‘cut and paste’. While I do not hide 
my own views, I did not want them to obtrude in the main text (except 
in  Chapters 14 – 17 , and at the end of most of the previous chapters). 

 One of the reasons for writing this history now is that most of the 
main protagonists are still alive and in good shape. A few had died 
earlier, Huib Muller and Chris Thompson, and Michael Dealtry died 
in 2006; and a few were in no shape to talk to me. Like most com-
mittees, the BCBS has been run by its Chairmen and secretaries. My 
next set of thanks is to the BCBS’ Chairmen in these years, George 
Blunden, Peter Cooke, Gerald Corrigan, Tommaso Padoa-Schioppa 
and Tom de Swaan, all of whom I bludgeoned into part-writing their 
own short biographies in  Chapter 3 , and particularly to Peter Cooke. 
I also got much valuable assistance from the BCBS’ Secretariat, espe-
cially Michael Dealtry before he died, Erik Musch, and especially and 
particularly from Charles Freeland, who really should have written this 
instead of me. I would like to dedicate this book to the memory of Huib 
Muller and Michael Dealtry, two outstanding public offi cials. 

 Being an ex Bank of England offi cial myself and living in London, 
it was easiest for me to discuss the BCBS’ history with other Bank and 
British offi cials who had participated in the establishment or activities of 
the BCBS. In this category I am grateful to Sir Kit McMahon, Rodney 
Galpin, Robin Hutton, who died in 2007, Colin Powell (of Jersey) and 
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Brian Quinn for sharing their insights with me. If this book has an 
excessively British slant, so be it. 

 Archives do not just open up for the historian at the right page. They 
need to be carefully prepared. Here my thanks go to the set of archi-
vists who helped me on my way, fi rst and foremost to Edward Atkinson 
and Piet Clement at the BIS, but also to Sarah Millard at the Bank 
of England, to Arnoud Glaudemans of the Nedelandsche Bank and 
to Danielle Mander of the Commission de Surveillance du Secteur 
Financier in Luxembourg. 

 I am also grateful to Barry Johnston and his publisher Macmillan 
for permission to publish excerpts from his book on  The Economics 
of the Euromarket  (1983) in  Chapter 2 ; to Steve Solomon and Caitlin 
McKenna for permission to publish excerpts from Steve’s book,  The 
Confi dence Game  ( 1995 ) in  Chapter 6 ; to Dick Herring and Bob Litan 
and the Brookings Institute for permission to publish excerpts from 
 Financial Regulation in the Global Economy  ( 1994 ) in  Chapter 14 ; to 
George Walker and Kluwer Law International for permission to pub-
lish excerpts from his book on  International Banking Regulation  ( 2001 ) 
also in  Chapter 14 ; to Ethan Kapstein and Princeton University for 
permission to publish an excerpt from his  1991  paper, ‘Supervising 
International Banks’ in  Chapter 15 . 

 Finally my thanks go to those whom I asked to read and comment on 
some, or all, of the text, notably Kern Alexander and Rosa Lastra, espe-
cially on legal issues, and to Ethan Kapstein on international relations, 
and also to Ian Bond, Ivo Maes and Brian Quinn. I must also thank 
my research assistant, Burc Tuger, for checking on factual details, my 
secretary, Marina Emond, for the herculean task of preparing this book 
for publication, and my wife, Miffy, for almost everything other than 
this book. It goes without saying that all errors of fact and judgement 
remain my own responsibility. 
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     1     Introduction   

     Most people working in the fi nancial sector have heard of the Basel 
Committee on Banking Supervision (BCBS), and have a reasonably 
good idea what it does, notably its responsibility for the Accords on 
Capital Adequacy, commonly known as Basel I and Basel II. Not so 
many know that the BCBS is a Standing Committee set up by, and 
reporting to, the central bank Governors of the G10 group of countries. 
Few would probably be able to name  any  of the other (in 2008 three) 
Standing Committees of the G10 Governors, or be able to describe what 
they did. Indeed, the name of each current Chairman of the BCBS has 
become probably better known worldwide than is the identity of the 
contemporaneous President of the G10 governors, and possibly bet-
ter known than that of the contemporaneous   General Manager of the 
Bank for International Settlements, at whose headquarters in Basel, 
Switzerland, the BCBS, G10 governors, and so on, meet, and which 
provides the Secretariat for all these groups.   The names of the consecu-
tive Chairmen of the BCBS, the Presidents of the G10 governors’ com-
mittee and the General Managers of the BIS during the years covered 
by this book (1974–97) are recorded in Appendix A of this chapter.   

   In short, the BCBS has become publicly well known, even famous; in 
some respects it is now perhaps the best-known member of the collec-
tion of BIS groups and institutions. How did this happen? It is a truism 
that fi nance and fi nancial markets have become international, global, 
in scope whereas the regulation, supervision and control of fi nancial 
systems have remained national, subject to national legislation and jur-
isdiction. This basic contrast has inevitably caused, and continues to 
cause, all kinds of tensions about competition between fi nancial insti-
tutions headquartered in different countries (the ‘level playing fi eld’ 
issue), about the coverage of supervision of international banks, about 
the relative responsibilities of home v. host regulators/supervisors, and 
so on. In particular, the level playing fi eld issue meant that no single 
country could tighten its own fi nancial regulations unilaterally without 
fi nding that its own banks might lose their competitive edge vis-à-vis 
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their international rivals, certainly abroad and even possibly at home. 
The domestic banks could then become subject to a process known as 
disintermediation, whereby the more toughly regulated institutions lose 
business to their more lightly regulated competitors. This has meant 
that unilateral domestic regulation would normally be vehemently 
opposed by that country’s (international) banks. Since regulation, to 
be effective, does generally need the acquiescence of the regulated, at 
least up to a point, this has meant that fi nancial regulation has to be 
coordinated on an international basis. 

   This tension between the need for international harmonisation and 
national jurisdiction has been particularly marked within the European 
Union, and fi nding ways to overcome this tension has been a leitmotif of 
the European Commission.   So the BCBS has usually operated in tan-
dem, at least since the mid-1980s, as will be described subsequently in 
 Chapter 5 , with complementary groups acting at the EU level, such as 
the Groupe de Contact and the Banking Advisory Committee (BAC)  .   
Nevertheless, given the leading role of US fi nancial intermediaries in 
the world’s fi nancial system, and the large role of those from Japan, it 
was clearly preferable to agree on a common regulatory basis between 
Europe, North America and Japan, rather than for the Europeans to 
follow an entirely separate approach that might be unacceptable to their 
American and Asian colleagues.   

 While the various strictly European bodies, such as the BAC, would 
most often be discussing identical issues simultaneously with the BCBS, 
for example on supervisory consolidation, capital adequacy, maturity 
mismatch in the Euromarkets, and so on, it became in practice the BCBS 
where the main decisions were taken, with the EC Directives transcrib-
ing the positions agreed within the BCBS. This is not to suggest that 
the BCBS overrode European concerns; rather the reverse.   Seven of the 
ten members of the G10 were European (Belgium, France, Germany, 
Italy, Netherlands, Sweden and the UK).   Switzerland also became 
a member of the G10 governors, not only as host country to the BIS 
but also as a contributor to the International Monetary Fund’s (IMF) 
General Agreement to Borrow (GAB), and so participated in all the 
Standing Committees  .   Finally, for special reasons that will be recorded 
in  Chapter 2 , Luxembourg, although not a member of the G10 govern-
ors, did send a participant to both the BCBS and to the Euro-currency 
Standing Committee  . So the European contingent was numerically dom-
inant on the BCBS (nine out of twelve, the other three being Canada, 
Japan and the USA). European concerns were always fully voiced.     

   The initial emergence of the global fi nancial system, following 
decades when exchange controls and other restrictions confi ned and 
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constrained fi nancial institutions to operate primarily within their 
own domestic economy, appeared in the guise of the rapidly develop-
ing euro-currency market in the 1960s. This free and international 
market frightened many, including economists, central bankers and 
politicians, concerned that they might lose the control that they had 
previously wielded. Some economists feared that a system of deposits 
without any required reserve base might spiral out of control; some 
central bankers feared that the resulting monetary expansion would be 
infl ationary; some politicians (and central bankers) feared that this huge 
and internationally mobile stock of funds could threaten the mainte-
nance of the Bretton Woods system of pegged (but occasionally adjust-
able) exchange rates. All this is set out in greater detail in  Chapter 2 .   
Be that as it may, the central bank Governors were suffi ciently con-
cerned about all this to set up the special, separate Euro-currency 
Standing Committee, one of the fi rst such committees, in April 1971.  1   
The remit of this Committee was to study the macro-economic and 
international fi nancial implications of this new, fast-growing market. 
This Committee has continued to this day to explore and to report to 
the G10 governors on international macro and fi nancial developments. 
As such international markets have changed, so has the formal name of 
this Committee, and it is now known as the Committee on the Global 
Financial System.   

 The years 1973/4 were among the most disturbed in the second half 
of the twentieth century. The Arab/Israeli war in 1973 led to a quadru-
pling in the price of oil, and raised the question of how the sudden huge 
oil revenues could be recycled to the oil-importing countries. This led 
to a reconsideration of the role of the Eurodollar system. It was now 
viewed, not so much as a threat to macro-stability, but as a vital compo-
nent of the necessary global recycling process. But was the Eurodollar 
market, and the banks that ran it, structurally strong and sound enough 
to do this without putting the whole system at risk? 

   That question was given immediacy and greater urgency by the 
failure of a (smallish) German bank (Bankhaus Herstatt) on 26 June 

     1     The Euro-currency Standing Committee was the fi rst BIS-based G10 committee to 
be set up explicitly by a decision of the Governors at their meeting of April 1971.   
However, the Gold and Foreign Exchange Committee (now: Markets Committee) 
predates the Euro-currency Standing Committee. It evolved from the gold and for-
eign exchange experts’ group created in 1961 to monitor the gold market (and admin-
ister the Gold Pool), and in fact became a G10 committee when representatives from 
Canada, Japan and Sweden joined the group. So although there was no formal Board 
decision creating the Gold and Foreign Exchange Committee as a G10 committee, 
it has in practice been operating as a G10 committee since 1964 (see Toniolo and 
Clement  2005 , p. 365).    
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1974.  2   This was not a major player in the Euromarkets, but had taken 
out large positions in the foreign exchange market, which was one of 
the reasons for its collapse. By misadventure, it was closed in Germany 
before its foreign exchange (fx) positions in New York were settled. 
The liquidator of Herstatt then refused to make payments on its spot 
US$ positions. This badly rattled the fx market, which almost closed 
for several days. 

 Although this debacle related to the structure of the fx market (where 
the basic problem became known as Herstatt risk and was not fi nally 
settled until almost thirty years later with the establishment then of 
the Continuously Linked Settlement (CLS) system), rather than to the 
structure of Euromarkets and international capital transfers, it forcibly 
reminded everyone of the inherent fragility of these latter systems, on 
which the world’s economy was now becoming so reliant. Under strong 
prodding from leading politicians (outlined in  Chapter 2 ), the central 
bank Governors, in some cases somewhat unwillingly, were put under 
pressure to come up with mechanisms and procedures to maintain sta-
bility in the international fi nancial system.   

 The focus of this new commitment and work was to be on the sys-
temic stability front, concerned with the structure of institutions and 
their supervision, in effect  micro -focused. This required a different 
focus from the  macro  approach of the existing Euro-currency Standing 
Committee, and, in particular, a different cast of specialists, notably 
including bank supervisors.   In many countries in the G10 group bank 
supervision was carried out by a different authority than the cen-
tral bank. This was then so in Belgium, Canada, Japan, Sweden and 
Switzerland, and to a degree in France, Germany and the USA. The 
institutions represented in the BCBS at the end of our period, 1997, are 
recorded in Appendix B of this chapter; there is further discussion of 
such representation in  Chapter 3 . This would be the fi rst time that non-
central bank representatives would serve on a G10 governors’ standing 
committee. For all these reasons the G10 governors set up a new separ-
ate committee to handle this remit.     

 Having played quite a large role in prodding the G10 governors into 
setting up the BCBS, the politicians then largely retired from the scene, 
apparently content that there had been an international expert body 
established to deal with the complex technical issues of handling the 

     2     The concurrent problems of the Fringe Banks in the UK (see Reid  1982 ) and of 
Franklin National, earlier in May 1974, in the USA added to the general ambience 
of concern about fi nancial stability but were less germane to the specifi c international 
issues.  
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interface between international and domestic fi nancial stability issues. 
Indeed, the politicians thrust the arising problems in the direction of 
the BCBS. 

   In particular, the 1982 crisis, when Mexico, Argentina and Brazil all 
threatened to default, revealed the insuffi ciency of (US) money-centre 
banks’ capital reserves  ,   and Congress passed an International Lending 
Supervision Act (ILSA 1983) to tighten up on banks’ procedures, to 
enhance supervision and to raise capital standards (see, for example, 
Solomon  1995 , pp. 247, 418–19; Markham  2002 ; and Tomz  2007 ). But 
Congress was made well aware that unilateral action to raise US banks’ 
required capital ratios, on their own, could act as a competitive penalty 
in their international business,   especially vis-à-vis the Japanese banks, 
which were seen as a major competitive threat at that juncture.         So 
Chairman Volcker of the Federal Reserve Board (Fed) was effectively 
mandated to go to the G10 governors’ meeting to seek the establish-
ment of some internationally ‘functionally equivalent’ capital adequacy 
requirement (CAR)  . 

 The search for an international agreement on CARs was, natur-
ally, passed on to the BCBS, who had been working on this subject, 
on and off, already for several years (see  Chapter 6 ). This remit had 
both disadvantages and advantages. The disadvantage was that, hith-
erto, the BCBS had operated by achieving consensus on best practice, 
for example on consolidated supervision; once such agreement was 
reached, the BCBS would advise the G10 governors to recommend 
the adoption of such practices domestically. The problem with the new 
remit was that existing practices and attitudes towards CARs were suf-
fi ciently distinct in a few key respects in several major countries to make 
the achievement of a general consensus well nigh impossible; and the 
ethos of the BCBS was always to try to fi nd such common ground. That 
meant that progress there was slow; this was one reason for the separate 
adoption of a common UK/US accord on CARs in the autumn of 1986, 
which had the (intended) effect of putting considerable extra pressure 
on the BCBS to agree to a compromise solution, which involved several 
of those concerned giving up some ground on their own previously pre-
ferred positions.   

 The advantage to the BCBS (if it can, indeed, really be considered 
such) was that it subtly shifted its role from being a body which made 
recommendations to its respective Governors, to being a body which 
formulated regulations to be applied to banking systems both within 
the G10 and much more widely, especially throughout the whole of the 
European Union. The BCBS always emphasised that it had no formal 
legal role whatsoever, and especially that it could apply no sanctions to 
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any country failing to implement its proposals (the question of sanc-
tions for any such failures appears never to have been discussed in the 
BCBS during these years – it was outside the locus of the Committee). 
That said, the 1988 Basel Accord on capital adequacy, or Basel I as it 
is now normally known, involved regulations that needed to be trans-
posed by the various national and regional authorities, for example in 
the EU, into law. The whole question of the legal position of the BCBS 
is reviewed further in  Chapter 14 . 

 Be that as it may, questions concerning the interface between the 
international nature of banking and the domestic character of fi nancial 
regulation/supervision otherwise faced a political/economic/legal vac-
uum at this time. It was this vacuum that the BCBS fi lled, and between 
the BCBS’ foundation in 1975 and 1995, it was largely left without 
much outside political direction. In 1995 the politicians revisited this 
subject, with expressions of growing concern on the fi nancial stability 
of emerging economies, starting with the Halifax G7 summit, but con-
tinuing through to the end of the period of this book (1997). 

 By 1997 the BCBS was well established with several striking successes 
to its name, for example the Concordat, and had become, following the 
successful adoption of Basel I, the primary source for international bank-
ing regulations. Moreover, the BCBS had encouraged and facilitated the 
formation of satellite groups of regional banking supervisors, many from 
emerging economies, in various parts of the world (see  Chapter 5 ) and 
had begun to run training programmes for them. Even so, the BCBS 
tended then to see its core function as providing a regulatory structure 
for the international role of banks from the  developed  world. So, when 
the call fi rst came from the G7 politicians to devise a regulatory/super-
visory framework for the wider, emerging economies, there was initially 
some reluctance within the BCBS to see this as part of its own role. No 
doubt in part because the alternative was for the IMF to take over this 
role, views within the BCBS changed rapidly. Indeed, the compilation 
and agreement on ‘The Core Principles of Banking Supervision’ was 
achieved in record time in 1996/7 (see  Chapter 8 ). 

 The end of 1997 is the date at which this history ends. It represents 
a high point for the BCBS. The Concordat and Basel I had been fully 
and successfully implemented. The Market Risk addendum to Basel I, 
allowing banks to use their own models to assess market risk in their 
Trading Books, had been introduced in 1996, to general applause, (see 
 Chapter 7 ). The Core Principles had been promulgated, and a   division 
of responsibilities (tacitly) agreed with the IMF/World Bank (WB), 
whereby the BCBS would formulate the proposed regulations while 
the IMF/WB would undertake checks on their implementation via the 
Financial Sector Assessment Programmes (FSAPs).   
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 In 1997 a new subcommittee of the BCBS was established with the 
remit of thinking about the next stage of credit risk and capital adequacy 
regulation. But the Basel II exercise, which was to become the focus of 
so much of BCBS work in subsequent years, had yet to start. This lat-
ter is too recent, and for the time being too contentious, to become the 
subject of a historical study such as this. So for all these reasons the end 
of 1997 has seemed a good fi nishing date.   

   The Basel Committee on Banking Supervision did not carry that 
same name throughout its history. Like several of the other Standing 
Committees of the G10 governors, its nomenclature changed over time. 
At its inception it was given the title of the Basle Committee on Banking 
Regulations and Supervisory Practices. This was rather a mouthful, and 
there was no accompanying catchy acronym. So, the Committee came 
to be known by other shorter names. In the UK certainly, and perhaps 
in other countries, it was better known in its earlier years by the name 
of its (British) Chairmen, fi rst the Blunden Committee (1975–77) and 
then the Cooke Committee (1978–88). More neutrally, it increasingly 
began to be referred to as the Basle Supervisors Committee, or the 
Basle Committee on Supervision.  3   In 1985 the Committee discussed 
a note proposing that the name be shortened to the Basle Supervisors’ 
Committee, but took no action. Then in 1989 the (BIS) Secretariat 
put forward a note to the Committee, now under the chairmanship 
of H. Muller of the Nederlandsche Bank, proposing some alternative 
names, to replace the original longer name, and the Basle Committee 
on Banking Supervision emerged as the generally agreed choice (see 
‘Report on International Developments in Banking Supervision’, BCBS, 
September 1990, Chapter 1, Footnote 1). Notice that the spelling of 
Basle was Anglophone. The good burghers of Basel, which is in the 
German-speaking part of Switzerland, preferred, however, that Basel 
be spelt according to local custom, and so, in 1998, during negotiations 
(of the tax treaty) with the local government, it was agreed to do that, 
and so the name changed once again to its present and current form. 
Rather than confuse matters by referring to the Committee by the title 
currently in use at each moment, this record will try to simplify matters 
by calling it by its latest, and current, name, the Basel Committee on 
Banking Supervision, or even shorter by its acronym, the BCBS.   

 The way in which this book is organised is as follows. It starts with 
two chapters setting the scene,  Chapter 2  on how and why the BCBS 
was set up, and what went before, and then  Chapter 3  on its membership 

     3       As Rosa Lastra has reminded me, the BCBS has become above all a regulatory body, 
a standard-setting institution. Hence, the word ‘regulation’ in its title (as at its incep-
tion) would have been more appropriate to defi ne its role than the word ‘supervision’.    
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and operations. This is followed by eight chapters on what the BCBS 
did, its main work. The chapters each focus on a main topic, but each 
chapter then follows its own separate chronological order. In recording 
what the BCBS did, I aim intentionally to allow it to speak for itself. So, 
as already noted in the Preface, there is much ‘cut and paste’ here, and 
even longer Appendices. No committee operates in a void, so  Chapters 
12  and  13  cover the BCBS’ interactions with counterparties, fi rst with 
banks and other banking regulators and then with non-bank oversight 
and supervisory bodies. In a sense  Chapters 2  to  13  are meant to be 
a quasi-offi cial historical record. In contrast, the last four chapters, 
which are also much shorter, are commentaries, from a legal perspec-
tive ( Chapter  14), from an international relations viewpoint ( Chapter  
15) and from an economics, social science, stance ( Chapter  16), ending 
with a brief epilogue ( Chapter  17).  

    Appendix A 

 1975–1997      

    Chairman of the 
BCBS 

President of G10 governors’ 
committee

General Manager 
of the BIS

 1975  Blunden (Bank of 
England)   

       Zijlstra (Nederlandsche Bank)       

  
  
  
 Larre 
  
  
  

 76 

 77     
  
  
  
 Cooke (Bank of 
England) 
  
  
  
  
  
  

 78 

 79 

 1980 

 81 
 Richardson (Bank of 
England) 
  

 Schlieminger 
  
  

 82 

 83 

 84   
  
 Pohl (Deutsche Bundesbank) 
  
  

 85   
  
  
  
 Lamfalussy 

 86 

 87 

 88 

 89   
 Muller 
(Nederlandsche 
Bank) 
  

  
 De Larosière (Banque de 
France) 
  
  

 1990   
  
  

 91 

 92  Corrigan 
(FRBNY) 
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   Appendix B 

 List of member institutions in 1997 

   Belgium – Central Bank Commission Bancaire, Financière et des 
Assurances 

 Canada – Central Bank Offi ce of the Superintendant of Financial 
Institutions (OSFI) 

 France – Central Bank Commission Bancaire 

 Germany – Central Bank Bundesaufsichtsamt für das Kreditwesen 
(BaKred) 

 Italy – Central Bank 

 Japan – Central Bank Ministry of Finance 

 Luxembourg – Institut Monétaire Luxembourgeois 

 Netherlands – Central Bank 

 Sweden – Central Bank Financial Supervisory Authority 

 Switzerland – Central Bank Eidgenössische Bankenkommission (EBK) 
(Swiss Federal Banking Commission) 

 UK – Central Bank 

 USA – Board Fed NY Offi ce of the Comptroller of the Currency (OCC) 
Federal Deposit Insurance Corporation (FDIC)   
     

    Chairman of the 
BCBS 

President of G10 governors’ 
committee

General Manager 
of the BIS

 93   
 Padoa-Schioppa 
(Banca d’Italia) 
  
  

 Crow (Bank of Canada)   

 94     
 Tietmeyer (Deutsche 
Bundesbank) 

  
  
 Crockett 

 95 

 96 

 97  De Swaan 
(Nederlandsche 
Bank) 

    

    Handover date to the nearest calendar year.      


