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Abstract: This paper examines the activities of the Bank of England Missions to Latin 

America during the 1930s, focusing on the Niemeyer Missions to Argentina in 1932 and 

the Powell Mission to El Salvador in 1934. Previous studies have shown little interest in 

examining the reactions of the countries which received the missions or the intentions of 

the local governments and other interests, such as major politicians or big commercial 

bankers, etc. By focusing on these local factors and actors, we argue that the success 

of money doctoring depends on the political and economic situation in the country which 

receives the mission, i.e. whether there are local promoters or collaborators. This study 

would not only furnish a fresh interpretation of the Bank of England Advisory Missions in 

the interwar years, but also provide a new image regarding “money doctoring” in 

general.  
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Introduction 

 

    After the Great War, Lord Montagu Norman (Governor of the Bank of 

England, 1920-1944) attempted to reconstruct international monetary and 

economic order through the establishment of a gold exchange standard. In order 

to achieve this goal, Lord Montagu sought to establish "orthodox" central banks 

in as many of the peripheral countries as possible. The "orthodox" central banks 

were supposed to be independent from national governments and function as 

the guardians of sound money both internally and externally, and were also 

expected to economize on their use of gold reserves. In addition, these central 

banks were expected to be agents that would promote central bank cooperation 

under the leadership of the Bank of England and ultimately realize world peace. 

In order to propagate the "orthodox" central banking doctrine, during the 

inter-war years British financial advisory missions were dispatched all over the 

world from the Bank of England. As Table 1 shows, the activities of the Bank’s 

missions seem to be more comprehensive in scale and deeper in their impact 

than those of the well-known Kemmerer missions in the 1920s. The Bank’s 

missions were not only dispatched to countries in the British Empire, but also to 

so-called “informal empire” countries such as Argentina, China and Egypt. 

Hence, the Bank of England missions are widely considered to be the most 

important case of “money doctoring” in history. 

This paper examines the activities of the Bank of England Missions to Latin 

America during the 1930s, focusing on the Niemeyer Missions to Argentina in 

1932 and the Powell Mission to El Salvador in 1934, based on comprehensive 

research of primary documents held by the Bank of England Archives. These 

missions are considered to be worthy of attention for the two following reasons: 

first, they shed light on the British policy regarding the countries which 

constituted the “informal empire”, second, they represent an interesting case 

study of “money doctoring”or “money doctors”, because almost all of the Latin 

American countries in the 1930s were in default and were plagued by a series of 

military coups d’état, inevitably making the missions' tasks both daunting and 

challenging. 

In this study we have focused on the following point, which has not 

previously been addressed. It is inevitable that ‘money doctoring’ from abroad 

must have involved infringement of sovereignty and provoked some kind of 

conflict of interest or nationalism on the side of the countries that invited the 
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“money doctors”. However previous studies have shown little interest in 

examining the reactions of the countries which received the missions or the 

intentions of the local governments and other interests, such as major politicians 

or big commercial bankers, etc.  

    This paper is organized as follows. Section 1 gives a brief overview of the 

activities of the British Financial Advisory Missions in Latin America during the 

Great Depression. The second and third sections deal respectively with the 

Niemeyer Mission to Argentina in 1932 and the Powell Mission to El Salvador in 

1933. In the Conclusion, we will summarize these case studies and draw 

conclusions from them.  

 

Table 1 British Financial Advisory Missions in the Interwar Years 

 
 

 

 

 

 

 

 

 

 

 

 

CountriesCountriesCountriesCountries YearYearYearYear Advisors and InstitutionsAdvisors and InstitutionsAdvisors and InstitutionsAdvisors and Institutions ResultsResultsResultsResults

South Africa 1920 Sir Henry Strakosch South African Reserve Bank was established

Austria 1923 Financial Committee of the League of Nations Australian National Bank was established

Poland 1923 Financial Committee of the League of Nations Reorganized the National Bank of Poland into a central bank

Free State of Danzig 1923 Financial Committee of the League of Nations Bank of Danzig was established 

Hungary 1924 Financial Committee of the League of Nations Reorganized the National Bank of Hungary into a central bank

Czechoslovakia 1926 Financial Committee of the League of Nations National Bank of Czechoslovakia was established

Estonia 1927 Financial Committee of the League of Nations Reorganized the Bank of Estonia into a central bank

Bulgaria 1928 Financial Committee of the League of Nations Reorganized the National Bank of Bulgaria into a central bank

Greece 1928 Financial Committee of the League of Nations Central Bank of Greece was established

Australia 1930 Sir Otto Niemeyer Reorganized  the Commonwealth Bank into a central bank

New Zealand 1930 Sir Otto Niemeyer Central Reserve Bank of New Zealand was established

Brazil 1931 Sir Otto Niemeyer Reorganization of the Bank of Brazil into a central bank(failed)

Canada 1933 Lord Macmillan, Sir Charles Addis Bank of Canada was established

India 1933 Sir Earnest Harvey, W.H.Clegg Central Reserve Bank of India was established

El Salvador 1934 F.F.J.Powell Central Reserve Bank of El Salvador was established

Argentina 1935 Sir Otto Niemeyer Central Bank of Argentine Republic was established

China 1935 Sir Frederick Leith-Ross Financial and currency reforms were carried out

Egypt 1936 Sir Otto Niemeyer Reorganized the National Bank of Egypt into a central bank
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1. The Bank of England Missions to Latin America during the Great Depression 

 

1.1. Latin American Economy in the Interwar Years 

 

In this section, we briefly overview the economy of Latin America in the 

interwar years. It is well-known that the Latin American region was a typical area 

of the British informal empire from the 19th to the early 20th century. However, 

as Tables 2 and 3 show, the area has been encroached on by American financial 

and economic influence since the First World War.  

According to these tables, the United States increased its trade and 

investments, particularly in the countries such as Brazil, Colombia, Peru and 

Chile which were grouped as “Mineral-producing countries” and “Tropical 

agricultural countries” by the League of Nations (League of Nations 1942: 12). 

There was a close connection between American investments and trade in Latin 

America since three-quarters of the capital represented direct investments, 

mainly by enterprises engaged in plantation and mining for export. 

 

Table 2 Latin American Imports and Exports: Market Shares, 1913 and 1929 (%) 

 
Source: Knight 1999, p. 628. 

 

Table 3 Outstanding Long-term Investment of UK and US in Latin America in 1939                                             

(millions of dollars) 

 

Source: League of Nations 1942, p. 56. 

 

US UK US UK US UK US UK

Colombia 25 21 46 15 45 15 75 5

Peru 28 28 42 14 34 36 35 19

Chile 17 35 32 18 21 39 25 13

Brazil 16 24 27 21 32 13 45 8

Argentina 15 31 26 19 5 25 8 32

Imports

1913 1929

Exports

1913 1929

UK US

Argentina, Uruguay, Paraguay 2,250 800

Brazil 1,000 500

Chile 300 600

Rest of South America 300 600

Mexico and Central America 300 670

Cuba 150 750

Other West Indies Countries 200 80

Total 4,500 4,000
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 Against the backdrop of this situation, the well-known Kemmerer Missions 

were dispatched to many Latin American countries. In the 1920s, US investors 

were eager to invest there, but, at the same time, they demanded assurance of 

the security that would come with financial stability. Therefore on the part of the 

Latin American governments, the establishment of central banks and the 

financial reforms recommended by the Kemmerer Missions were essential for 

attracting US capital. Central banks were actually established in many Latin 

American countries under the guidance of the Kemmerer Missions in the 1920s.   

However, the 1929 Crisis completely devastated the financial order 

established by Kemmerer. Without the possibility of getting American loans, 

almost all of the Latin American countries fell into default, and a few Latin 

American countries such as Argentina and Brazil started to implement 

unorthodox policies such as open market operation in order to avoid undergoing 

external shocks. From the standpoint of the orthodox doctrine, these measures 

seemed inflationary and it was considered that they would lead to financial 

chaos. Furthermore, given the economic difficulties caused by the 1929 Crash, 

the Bank of England saw the situation as a chance to reclaim its financial 

influence in Latin America. This was the context in which the Bank of England 

Financial Advisory Missions were dispatched. 

 

Table 4 Latin American Debts and Defaults  

 
Source: Marichal 1989, pp. 212-213. 

Country Date of Initial Default Funded External Debt in 1933(U.S.$)

Argentina No default 864,000,000

Bolivia 1/1931 63,000,000

Brazil 10/1931 1,239,000,000

Chile 7/1931 343000000

Colombia 2/1932 164,000,000

Costa Rica 11/1932 21,000,000

Cuba 1933-34 153,000,000

Dominican Republic 10/1931 16,400,000

Equador 7/1931 23,000,000

El Salvador 1/1933 4,000,000

Guatemala 2/1933 14,000,000

Haiti No default 13,000,000

Honduras No default 4,000,000

Mexico 1914 684,000,000

Nicaragua No default 21,000,000

Panama 1/1932 16,000,000

Paraguay 6/1932 3,000,000

Peru 5/1931 114,000,000

Uruguay 1/1932 98,000,000

Venezuela No default 0
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1.2. The Bank of England’s Policy on Latin America 

 

As Sayers’ seminal study indicated, there was every possibility that the Bank 

of England Financial Missions could succeed in creating central banks based on 

the orthodox principle in Latin America (Sayers 1976: 521-522). There were 

three main reasons for this. Firstly, the Latin American region still had strong 

economic relations with Britain, both in terms of trade and investments, even 

after the Great Depression. Secondly, most of the Latin American governments 

still considered the City as one of the international financial centers and thought 

it appropriate to seek advice on central banking from the Bank of England. 

Thirdly, the United States’ government was so committed to the internal 

economic recovery program that it lost the will to dispatch missions to Latin 

America after the Great Depression.  

Hence, a chance appeared for the Bank to propagate its central banking 

doctrine to Latin America in the 1930s. According to a memorandum by the 

Bank’s Overseas & Foreign Department, the Bank itself recognized this 

opportunity and seemed to have a very optimistic view of sending the missions 

to Latin America. 

 

“Economic ideas are very catching in Latin America, and with returning 

prosperity there seems every possibility that other republics will follow the 

example of the Argentine and Salvador. In addition to these two republics the 

five Kemmerer countries (Colombia, Ecuador, Peru, Bolivia and Chile) already 

have Central Banks, ...although their statutes do not fulfill all the requirements of 

a true Central Bank.” (OV188/2) 

 

  However, in reality, contrary to this optimistic view, the Bank sent missions 

only to Brazil in 1931, Argentina in 1932 and El Salvador in 1934, and 

succeeded in creating central banks only in Argentina and El Salvador. In Brazil, 

Niemeyer’s advice was rejected as an“unpalatable dish”by the President 

Getúlio Vargas. Furthermore, although central banks were established in 

Argentina and El Salvador, very little is known about the factors which led to their 

creation. In the following sections, we deal with the details of both cases. 
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2. Niemeyer Mission to Argentina 

 

2.1. The Creation of the Central Bank of the Argentine Republic 

 

The former banking system was completely altered by five closely connected 

laws: The Central Bank of the Argentine Republic (Law 12, 155); The Banking 

Law (Law 12, 156); The Institution for the Liquidation of Bank Investments (Law 

12, 157); Amendments to the Laws of the Official Banks (Law 12, 158/12, 159); 

The Law of Organization (Law 12, 160). Through these laws, a central banking 

system was firmly established in Argentina. As Figures 1-1 and 1-2 show, the 

Conversion Office and Exchange Committee, and certain functions of the 

National Bank, were merged into the newly-created central bank. 

According to previous studies, the banking reform was based on Niemeyer’s 

recommendations. However, these bills concerning the Central Bank of 

Argentine Republic(hereafter “CBAR”) were drawn up by then Finance Minister 

Federico Pinedo and sent to Congress on 17th January. Although, up till now, it 

has been argued that the Laws concerning the CBAR were framed based on 

Niemeyer’s draft, this view must be modified in light of the three following facts.  

Firstly, Law 12, 155 stipulates that the CBAR is a joint-stock company with a 

capital of 30 million pesos, a 10 million peso block of which is to be subscribed 

by the government. However, in order to assure the independence of the central 

bank, Niemeyer recommended that the government should not subscribe to 

shares of the CBAR. Secondly, under the stipulations of the Law 12,155, 

open-market operations were implemented for the first time in Argentina, 

although Niemeyer opposed this because of Argentina’s immature financial 

market. Thirdly, the Liquidation of Bank Investments was created under the 

instructions of Pinedo. 

   These findings seem to refute the above-mentioned argument regarding Sir 

Otto’s role in forming the laws relating to the financial reform of Argentina. That is, 

they underline the importance of the role played by Pinedo. In fact, we have 

already confirmed that, in addition to even the basic rule of independence of the 

central bank not being assured by the laws, drastic measures were introduced 

by Pinedo. This is because leadership in creating the central bank in Argentina 

was taken by Pinedo, not Sir Otto. It is crucial to remember this fact if we are to 

discover the true factors leading to the creation of the CBAR. 
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Figure 1-1 

 
 

Figure 1-2 
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2.2. Factors Leading to the Creation of the Central Bank of the Argentine 

Republic 

 

In the previous section, we confirmed that the laws concerning the creation 

of the CBAR were modified by the then finance minister of Argentina, Pinedo. 

Why then did Pinedo make these modifications? Finding the answers to this 

question will allow us to discover the factors leading to the creation of the CBAR. 

It is important to note that, in short, Sir Otto intended to create a central 

bank which only had the power to supply money based on the gold exchange 

standard. In other words, Sir Otto expected the CBAR to be an institution which 

would act simply as an“orthodox”central bank. However, Pinedo and R. 

Prebisch, the General Manager of the CBAR, went so far as to implement the 

following novel or heterodox measures (Dosman 2009: 98). 

Firstly, they further developed the exchange control system which had been 

in operation since October 1931. The CBAR’s foreign exchange department not 

only purchased and sold gold and performed foreign exchange, but also—taking 

advantage of a dual exchanged market—raised funds for creating various kinds 

of marketing boards which alleviated the distress of the primary exporting 

sectors.  

Secondly, as mentioned before, they created a transitional institution to 

bail-out the four big commercial banks which had accumulated huge quantities 

of bad assets relating to government bonds and mortgages. In exchange for 

getting the money to liquidate the bad assets, they were forced into one bank 

called the Banco Español del Río de la Plata Limitado. In addition, the Banco 

Escandinavo Argentino and Banco Italo Español Argentino were liquidated due 

to their bad management. 

Finally, this being the most important point, after sanitizing the corrupt 

banking system, Pinedo introduced counter-cyclical measures. This was totally 

out of line with the orthodox central banking doctrine of the Bank of England. 

Prebisch introduced open market operations with the securities which had been 

gradually sold to the market and succeeded in managing the fluctuations of the 

international business cycle. This policy was praised by the League of Nations 

as ‘the most striking example of cyclical neutralization’ (League of Nations 1944: 

85). 

In conclusion, we could argue that a key factor playing a major role in the 

creation of the CBAR was the intentions of the economic policy-makers such as 
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Prebisch and Pinedo, not those of Sir Otto. What role then did Sir Otto play in 

setting up the CBAR? The answer can be found in Pinedo’s following 

recollection. 

 

“・・・hubo parcialidad excesiva a favor del proyecto britάnico, del cual 

adoptamos no sólo muchas ideas sino también la fraseología, cuando nos 

pareció que no había en ello inconveniente serio, aunque creyéramos que 

podían adoptarse a veces mejores textos. Y lo hicimos porque no queríamos 

crear inconvenientes inútiles a la sanción de los proyectos y sabíamos que por 

una curiosa modalidad del espíritu colectivo, en ese momento se facilitaba la 

adopción de las iniciativas del gobierno si podíamos presentarlas como 

coincidiendo en mucho con lo aconsejado por el perito extranjero.” (Pinedo 

1946: 160) 

 

It is true that this shows that Sir Otto’s format for creating a central bank was 

respected. But we should take more notice of the fact that Pinedo used Sir 

Otto’s—i.e. the Bank’s—authority to pass the law which stipulated creation of the 

CBAR and helped Prebisch and Pinedo achieve their own goals. Cain’s recent 

work on the creation of the Bank of Canada also concluded that Canadian 

politicians succeeded in using the Bank’s prestige and influence to serve their 

own domestic ends (Cain 1997: 354). 
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3. Powell Mission to El Salvador 

 

3.1. The Creation of the Central Reserve Bank of El Salvador 

 

In this section, we deal with another case of a successful Bank of England 

Financial Advisory Mission to Latin America. In this case, the Bank sent F.F.J. 

Powell to give advice on central banking matters to the government of El 

Salvador. As a result, the Central Reserve Bank of El Salvador Law was enacted 

on 19 June, 1934. From the Bank’s or Powell’s standpoint, this could be judged 

as a very successful Mission. According to Sayers’ work, Lord Norman praised 

Powell’s success, and the Mission was remembered long afterwards (Sayers 

1976: 524). The Powell Mission to El Salvador was seen as successful based on 

the following three points. 

Firstly, central bank independence was assured by the Law; the Government 

was strictly prohibited from being a shareholder in the Central Reserve Bank of 

El Salvador (hereafter “CRBES”). In addition, L.A. Duran, who had been 

recommended by Powell as a sound central banker, became the first President 

of the CRBES. 

Secondly, as Figures 2-1 and 2-2 show, drastic financial reform was 

successfully carried out. The banking system of El Salvador had actually been 

dominated by the“big three”commercial banks since the end of the 19th century, 

and each enjoyed issuing rights without any strict regulations. However, one of 

these commercial banks, the Banco Agricola Comercial, was transformed into 

the CRBES, and the other two were forced to abandon issuing rights and 

surrender their gold reserves to the CRBES.  

 Thirdly, unlike the case of Argentina, there was no stipulation concerning 

open market operations. The CRBES was given only the power to maintain the 

external and internal values of the colon, and to control the internal volume of 

money in accordance with the volume of gold and foreign exchange. This was 

exactly the“orthodox”central bank that Norman and the Bank wanted to create. 
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Figure 2-1 

 
 

Figure 2-2 
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3.2. Factors Leading to the Creation of the Central Reserve Bank of El Salvador 

 

What then brought about these successful results? In short, the“orthodox” 

central bank in El Salvador was not created because the El Salvadoran 

policy-makers wholeheartedly accepted the Bank of England’s “orthodox” 

doctrine. It was a by-product of the political struggles between M.H. Martínez 

and R. Duke. Here is a brief description of these two people, who played critical 

roles in the creation of the CRBES. 

First, Martínez was the President when Powell visited El Salvador. He was 

from the lower middle class and of Indian ancestry. He engaged in military 

service and distinguished himself as an able military technician. His ultimate 

objective as President seemed to be the establishment of the military as the 

nation’s governing elite, in place of the coffee oligarchy known as the“fourteen 

families”that had exercised control since the end of the 19th century. On one 

hand, he established the state-guaranteed Commission for the Defense of 

Salvadoran Coffee in order to prop up the coffee industry, an action which, in a 

way, served the interests of the oligarchy. On the other, however, he was 

determined to create a system in which the state directed the economy.  

In contrast, Duke was managing director and majority shareholder of the 

Banco Agricola Comercial, which had grown together with “coffee prosperity”

since the end of the 19th century. Duke actually accepted his bank being 

transformed into a central bank not only because he thought it would bring him 

some money through a part of the shares of Agricola being sold to the 

government, but also because he believed he would get the post of President of 

the CRBES, allowing him to become a dominant power in financial and banking 

circles. According to Anderson, he went so far as to eliminate Martínez by 

backing another army officer (Anderson 1992: 195). 

Knowing Duke’s intentions, Martínez expressed his wholehearted support of 

Powell’s recommendation and realized the creation of the CRBES. As already 

mentioned, the Banco Agricola Comercial lost the right to issue its own paper 

money and its own gold reserve. In addition, Martínez appointed Duran, who 

was recommended by Powell as a sound banker with no political ambitions. We 

could argue that the authority of the Bank and its advisor Powell was used by 

Martínez to eliminate the power of his rival. As in the case of Argentina, the 

authority of the Bank and its advisor was used by local interests and policy 
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makers. We can conclude that this is the factor that led to the creation of the 

CRBES. 

 

Conclusion 

 

Finally, I would like to reconfirm the important points that I have made. Both 

case studies underlined the importance of the local factors and actors. As we 

have seen in the previous sections, Prebisch and Pinedo in Argentina, and 

Martínez in El Salvador, all succeeded in using the Bank of England’s prestige 

and influence to serve their own agenda. I would like to reiterate that what these 

findings seem to highlight is the major role played by the local or peripheral 

actors, once called “collaborating elites”by Gallagher and Robinson (Gallagher 

J. and Robinson R.E. 1953). 

Although this study is limited to the Latin American region and is still in its 

early stages, I think this may indicate that the success of money doctoring 

depends on the political and economic situation in the country which receives 

the mission, i.e. whether there are local promoters or collaborators. An approach 

from the perspective of the periphery could be applied to previous studies on 

Bank of England policy regarding central and eastern European countries and 

the countries of the Empire.  

Hence, what we need to do now is to review the history of money doctoring 

based on the view from the peripheral standpoint. I am sure that this would 

reveal the actual process of money doctoring, and the negotiations between 

advisors and local interests and amongst the local interests themselves. This 

would not only furnish a fresh interpretation of the Bank of England Advisory 

Missions in the interwar years, but also provide a new image regarding “money 

doctoring” in general. In addition, studies based on the peripheral viewpoint 

could provide interesting historical case studies which might support policy 

makers.   
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