




















ary and Conclusions

. ‘Experience with direct iand.ws,e,l‘écﬁivé credit controls in,theypoS%
not ted/thefthesis;that;suehﬁcontrols are capable of playing a
n abilization, eliminating or reducing the need to rely upo

50's to a more vigorous use of the indirect weapons of moneta
he discount rate, open market operations, and reserve requirements.
d Kingdom, where some success was achieved with overall ceilin
1 d enforced through direct suasion; the authorities eventual
to use a form of variable reserve requirements, - :

, In a nowher of Latin American and Asian countries, employment of selec
- controls his persisted longer. The motivation has generally been the desire to
‘use control of credit as a means of influencing the pattern of economic de €
It is not possible to evaluate the results of these efforts on the basis o
evidence now available, and further resesrch would be desirable. From a the
cal standpoint, however, it would not appear that the use of selective controls
to channel cradit into certain areas would result in a pattern of resource allo-
cation superior to that which market forces would achieve, except in cases where
they were used to effect changes in irrational patterns preserved by custom
and inertia. This would suggest that the use of these measures might best be

limited to relatively short periods of time, except where non-economic objectiVés
may be involved. 5

. The persistent use of selective controls by countries such as Mexico
appears to incdicate satisfaction on the part of the authorities with the results
being achieved, but in some other countries the results do not appear to have
Justified the administrative difficulties. The problems of administration vary
greatly from country to country, but where well-trained personnel are not
abundant and standards of honesty are not high, the administrative difficulties
are likely to be great., Where these difficulties exist, the effectiveness of
the controls will be reduced and serious problems of equity are likely to arise.
Since injustice can bring even a well-intentioned regulation into disrepute very
rapidly, any central bank wishing to experiment with selective or direct controls,
which also involve difficult administrative problems, must weigh the risks against
the possible gains with the greatest of care. -





