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A REVIEW OF PROPOSED ORGANIZATIONAL CHANGES 

IN THE POLICY-MAKING STRUCTURE OF THE FEDERAL RESERVE SYSTEM 

I. I n t roduc t i on 

The l a s t major changes i n the s t r u c t u r e of the Federa l Reserve 

System were in t roduced i n the Banking Act o f 1935- Suggest ions fo r change 

have cont inued to come f o r t h s i n c e tha t t ime . The i ssues r a i s e d by these 

proposa ls have been round ly d i scussed by l e g i s l a t o r s , government o f f i c i a l s , 

bankers , and students of c e n t r a l bank ing . These d i s c u s s i o n s and debates , 

sometimes i n t e n s e , have never cu lminated i n the l e g i s l a t i v e enactment o f any 

major s t r u c t u r a l change. The reasons f o r t h i s are open to s p e c u l a t i o n . I t 

seems doub t f u l t h a t the f a i l u r e t o l e g i s l a t e demonstrates the p e r f e c t i o n o f 

the System. More l i k e l y , i t r e f l e c t s the absence s ince the mid-1930 's o f any 

c r i s i s of p u b l i c conf idence i n e i t h e r the banking system or the c e n t r a l bank 

tha t would have generated a widespread c a l l fo r amendment. 

The present paper i s a rev iew o f major p roposa ls f o r changing the 

o r g a n i z a t i o n a l s t r u c t u r e of the F e d e r a l Reserve System and o f the arguments 

put forward i n both support and o p p o s i t i o n . I t covers the p e r i o d 1949 through 

1970 and shou ld serve as a comp i l a t i on to which easy re fe rence can 

be made i n sea rch ing fo r o l d o r t r a c i n g the h i s t o r y of new p r o p o s a l s . 

V i r t u a l l y a l l o f the proposed m o d i f i c a t i o n s i n o r g a n i z a t i o n a l s t r u c ­

t u r e have been advanced as means of ( l ) s t r e a m l i n i n g the dec is ion-mak ing 

procedure i n the System; (2) a l t e r i n g the weight g i ven t o b u s i n e s s , r e g i o n a l , 

and p o l i t i c a l v iewpoin ts i n the d e c i s i o n p r o c e s s ; and (3) assu r i ng b e t t e r 

coo rd ina t i on between monetary and f i s c a l p o l i c y i n s t r i v i n g t o reach the 
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n a t i o n ' s economic g o a l s . They have i nvo l ved the four p r i n c i p a l u n i t s i n the 

l e g a l makeup of the System: namely, the Board of Governors , the Federa l 

Open Market Committee, the Fede ra l Adv i so ry C o u n c i l , and the r e g i o n a l Federa l 

Reserve Banks. The m a t e r i a l tha t fo l l ows i s o rgan ized under these head ings . 

An appendix con ta ins a l i s t i n g of proposed s t r u c t u r a l changes, by source and 

by da te . 

I I . Board of Governors 

Var ious changes have been suggested w i th respect to the appointment 

p rocess , s i z e , des igna t i on o f chairman, q u a l i f i c a t i o n s f o r membership, and 

l eng th of term o f the Board o f Governors. In a d d i t i o n , there has been con­

s i de rab le d i s c u s s i o n about the Board 's proper p lace i n the o v e r a l l governmental 

s t r u c t u r e . 

Method o f Appointment 

There seems to be f a i r l y widespread agreement tha t the present p roce ­

dure o f P r e s i d e n t i a l appointment and Senate approval o f Board members i s good 

and shou ld not be changed. However, there are some who f e e l that c e n t r a l bank 

opera t ions most d i r e c t l y a f f e c t bankers , bus inessmen, and the f e d e r a l gove rn ­

ment and tha t these groups shou ld be assured of r ep resen ta t i on on the Board . 

There fo re , some have suggested tha t once again i t be r equ i r ed tha t 

two members of the Board be exper ienced i n banking."'" Another suggested p r o c e ­

dure would permit the P res i den t and Senate to s e l e c t th ree members o f the 

Board , the Chairman, the V i ce Chairman, and an a d d i t i o n a l member, a l l chosen 

t o represent the genera l p u b l i c . The other four members would be s e l e c t e d 

by the p res iden ts o f the banks tha t are members of the System. Two of the 

Governors would represent the banking community; the o the r two would represent 

nonbanking commerce and i n d u s t r y . Two s e l e c t i o n methods would be used . One 

Governor i n each c l a s s would be e l e c t e d by commercial bank p res iden t s on a 
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bas i s o f one vo te each. E l e c t i o n o f the other Governor i n each c l a s s would be 

based on one vo te f o r each bank p lus one a d d i t i o n a l vo te fo r each t en m i l l i o n 

2 
d o l l a r s o f c a p i t a l and s u r p l u s . 

Others b e l i e v e tha t the Fede ra l Reserve Banks shou ld be represented 
3 

on the Board. They suggest a Board o f f i f t e e n members. The P res iden t would 

appoint the Chairman and two V i ce Chairmen. Each of the o ther Governors would 
k 

be chosen by a Federa l Reserve Bank. 

Q u a l i f i c a t i o n s 

The present geograph ica l and occupa t i ona l q u a l i f i c a t i o n s f o r Board 

membership have been a po in t o f cons ide rab le d i s c u s s i o n . While some f e e l i t 

i s important to ensure that a c e r t a i n number of d i f f e r e n t reg ions are r e p r e ­

sen ted , ^ most seem to b e l i e v e tha t the Pres iden t shou ld be ab le to appoint 

the b e s t - q u a l i f i e d person he can f i n d wi thout the r e s t r i c t i o n of geograph ica l 

l o c a t i o n . ^ Whi le t h i s q u a l i f i c a t i o n probably does ensure tha t d i f f e r e n t 

r e g i o n a l v iewpoin ts w i l l be h e a r d , many c l a im in fo rma t ion on r e g i o n a l c o n d i ­

t i o n s i s a l l tha t i s r e a l l y necessary f o r p o l i c y c o n s i d e r a t i o n s , not r e g i o n a l 

r e p r e s e n t a t i o n . S i m i l a r arguments are a l s o g iven f o r and aga ins t r e t a i n i n g 

the present occupa t i ona l g u i d e l i n e s . Some argue they are necessary t o ensure 

t ha t va r ious v iewpoin ts are recogn ized and hea rd . Others emphasize that 

p o l i c y dec i s i ons shou ld be made w i th respec t to the genera l i n t e r e s t of the 
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n a t i o n , not w i th s p e c i a l cons i de ra t i on f o r s p e c i f i c groups. They c la im tha t 

Governors chosen fo r t h e i r former occupat ions may f e e l t ha t they shou ld t r y to 

represent that group, and they do not f e e l tha t n a t i o n a l monetary p o l i c y 

dec i s i ons should be a compromise between var ious i n t e r e s t groups. A l s o , 

r ep resen ta t i on of some i n t e r e s t s — r e a l or imagined — w i l l l ead o ther 

groups to want r e p r e s e n t a t i o n , and there c e r t a i n l y are not enough p laces to go 

around. 
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While the d i s c u s s i o n goes on about e l i m i n a t i n g some q u a l i f i c a t i o n s , 

o thers argue tha t a d d i t i o n a l q u a l i f i c a t i o n s are needed. Some, b e l i e v i n g the 

dut ies of the Board are o f a t e c h n i c a l n a t u r e , would l i k e t o r e q u i r e tha t an 

appointee be w e l l ve rsed i n banking and f inance by educa t i on , t r a i n i n g , or 
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exper ience . 

Others have caut ioned aga ins t hav ing too many former bankers on the 

B o a r d . " ^ They b e l i e v e t h a t banke rs , due to t h e i r past expe r i ence , tend t o 

p re fe r h igh i n t e r e s t ra tes and tha t t h i s might i n t e r f e r e w i th t h e i r c o n s i d ­

e r a t i o n o f what i s good fo r the n a t i o n a l economy. S t i l l o thers would l i k e 

an assurance against e i t h e r p o l i t i c a l pa r t y c l e a r l y ga in i ng con t ro l . 1 " 1 " They 

suggest a r u l e be implemented p r o h i b i t i n g more than four o f the Board members 

from be long ing t o the same p o l i t i c a l p a r t y . 

Some a l s o suggest tha t age l i m i t a t i o n s be p laced on Board members. 

One q u a l i f i c a t i o n might be tha t no one be appointed to the Board i f they 
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would become seventy before t h e i r term e x p i r e d . Others suggest t ha t i f 

reappointment i s pe rm i t t ed , no Governor be e l i g i b l e f o r reappointment a f t e r 

reach ing the age of s i x t y - f i v e . 1 ^ 
S i z e o f Board 

There have been many suggest ions fo r change i n the s i z e o f the 

lit 

Board. Most have been fo r reduc ing the s i z e . Those argu ing aga ins t a s i z e 

reduc t i on c l a i m there i s g rea te r sa fe t y and wisdom i n a l a r g e r Board , and tha t 

because o f the r e s p o n s i b i l i t i e s of the Governors and t h e i r f requent need to be 

out of town i t would be d i f f i c u l t fo r a sma l le r Board to conduct b u s i n e s s . An 

argument i n favor o f a reduc t i on i n the s i z e of the Board i s tha t a l a r g e 

group i s j u s t i f i e d on l y i f a d d i t i o n a l members add s i g n i f i c a n t l y t o the 

d e c i s i o n process and that t h i s i s not t rue w i th respec t t o the present B o a r d . " ^ 
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They c l a im a sma l l e r Board cou ld act more q u i c k l y and w i th g rea te r e f f i c i e n c y . 

Many f u r t h e r b e l i e v e that a s i z e reduc t i on would add more p r e s t i g e to the 

Board p o s i t i o n s , making i t e a s i e r t o a t t r a c t ou ts tand ing men . 1 ^ E s t a b l i s h ­

ment o f a sma l le r Board might a l s o be a s tep toward p r o v i d i n g b e t t e r govern ­

ment economic p o l i c y coo rd ina t i on s i n c e i t might then be e a s i e r f o r a l l the 

Governors t o be kept informed on the op in ions of the Treasury and the Counc i l 
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of Economic A d v i s o r s . 

There has a l s o been some support fo r r e p l a c i n g the Board w i th a 
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s i n g l e execu t i ve . Some c la im t h i s s t r u c t u r e would be d e s i r a b l e s i nce one 

person would be ab le t o act q u i c k l y and would c l e a r l y be h e l d r e s p o n s i b l e f o r 

h i s a c t i o n s . Requirements t ha t the execut ive consu l t r e g u l a r l y w i th the 

Reserve Bank p res iden ts would ensure tha t he would always be informed on 

s i g n i f i c a n t r e g i o n a l ma t te rs . 

Term o f Appointment 

Another area of debate which a r i s e s w i th d i scuss ions concern ing 

changes i n the s i z e of the Board i s the l eng th o f te rm. Almost a l l p roposa ls 

have suggested a reduc t i on i n the te rm. While many o f the sho r t e r terms have 

been suggested t o correspond w i th a decrease i n the s i z e of the Board , the re 

are a l s o arguments f o r change i n the term s t r u c t u r e . I t i s argued t h a t 

dur ing a four teen-year term members may l o s e enthusiasm and e f f e c t i v e n e s s and 

l e t up on t h e i r r e s p o n s i b i l i t i e s . Under present laws i t i s very d i f f i c u l t t o 
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remove a member from the Board. On the o ther hand, too shor t a term might 

make i t p o s s i b l e f o r the appointment of Governors t o become sub jec t t o p o l i t i -
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c a l p ressures o r to become a p o l i t i c a l i s s u e . There i s a l s o the danger 

t ha t the d e c i s i o n s o f Governors , e s p e c i a l l y o f those r e t u r n i n g to the f i e l d s 

of bank ing or bus iness a f t e r s e r v i n g j u s t one shor t t e rm , might be i n f l u e n c e d 
21 

by cons ide ra t i ons o f t h e i r own economic f u t u r e . 



22 Most suggest ions are f o r terms of from f i v e t o ten y e a r s . Th is 

p e r i o d , i t i s f e l t , i s long enough t o i n s u l a t e the Governors from undue 

P r e s i d e n t i a l p ressu re . Yet i t i s shor t enough to ensure tha t some members 

w i l l have views f a i r l y s i m i l a r t o those o f the P r e s i d e n t . However, at l e a s t 

one i n d i v i d u a l has suggested making a l l terms coterminous w i th tha t of the 
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P r e s i d e n t . 

In a d d i t i o n t o suggest ions o f sho r t e r te rms, some would l i k e t o 

reexamine the present p r o v i s i o n tha t a Governor may not be reappo in ted . The 

major argument f o r p r o h i b i t i n g reappointment i s tha t Governors w i l l make 

dec i s i ons wi thout r e f l e c t i n g on how t h e i r o p p o r t u n i t i e s f o r reappointment may 
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be a f f e c t e d . However, w i th the sho r t e r terms and no reappointment pe rm i t t ed , 

a w e l l - q u a l i f i e d man would be a v a i l a b l e f o r on l y a l i m i t e d p e r i o d o f t ime . 

An a d d i t i o n a l problem w i th shor te r terms and no reappointment i s tha t some 

w e l l - q u a l i f i e d men might be r e l u c t a n t t o g i ve up l u c r a t i v e p o s i t i o n s knowing 
25 

they would be ab le to serve f o r j u s t a b r i e f p e r i o d wh i l e on the Board . 

Chairmanship 

The term o f the Chairman has been an i t em o f some d i s c u s s i o n . 

There i s s t rong support fo r hav ing the term of the Chairman, and p o s s i b l y tha t 

of the V i ce Chairman, coterminous w i th tha t o f the P r e s i d e n t . ^ Such a change 

would ensure tha t the P r e s i d e n t ' s views would be w e l l represented on the 

Board wh i l e s t i l l not pe rm i t t i ng him to c o n t r o l i t . Indeed, even the C h a i r ­

man o f the Board would be f r ee to d i sag ree w i th the views of the P res iden t 

wi thout r i s k i n g immediate l o s s of h i s j o b . Others would go even f u r t h e r . 

They b e l i e v e tha t the Chairman shou ld always be rep resen t ing the P r e s i d e n t ' s 
27 

views and t he re fo re shou ld serve at the p leasu re of the P r e s i d e n t . 
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Other Formal P o l i c y Coord ina t ion Measures 

Some suggested changes i n the Board of Governors have r e s u l t e d from 

a search fo r b e t t e r ways to coord inate f i s c a l and monetary p o l i c i e s . I t has 

28 
been suggested tha t the Secre ta ry o f the Treasury be named t o membership on the 
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Board or t ha t an A s s i s t a n t Secre ta ry of the Treasury be an e x - o f f i c i o member. 

Whi le the need fo r b e t t e r coo rd ina t i on and communication i s r e c o g n i z e d , oppo­

nents of these suggest ions argue tha t such changes might make the Treasury 

subord inate to the Fede ra l Reserve System or v i c e v e r s a and would at l e a s t 

p lace the Secre ta ry of the Treasury i n a p o s i t i o n o f hav ing a c o n f l i c t o f i n t e r e s t s . 

They c l a i m tha t e i t h e r o f these suggest ions would r e a l l y be an awkward and 

unnecessary way o f e s t a b l i s h i n g a permanent l i a i s o n between the Treasury and 

the Fed . As a p r a c t i c a l ma t te r , i t i s f u r t h e r argued that the Sec re ta r y o f 

the Treasury i s too busy t o a t tend the Board meet ings . 

Another suggested way to i nc rease coo rd ina t i on i s t o make the 
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Chairman o f the Board a member of the P r e s i d e n t ' s Cab ine t . Those f avo r i ng 

t h i s p roposa l c l a i m tha t i n a d d i t i o n t o a l l ow ing g rea te r communication, i t 

would enable the P res iden t to exer t i n f l u e n c e wh i l e s t i l l pe rm i t t i ng the Board 

t o take a c t i o n i n o p p o s i t i o n t o the views o f the P r e s i d e n t . However, o thers 

argue t h i s appointment would d i f f e r from the o ther Cabinet appointments and 
32 

tha t the Chairman would not then be ab le to speak gene ra l l y f o r the Board . 

I I I . Fede ra l Open Market Committee 

Another pa r t of the Federa l Reserve s t r u c t u r e which has been an 

ob jec t of much i n t e r e s t i s the Fede ra l Open Market Committee (FOMC). Sugges­

t i o n s fo r changing t h i s committee range from e n l a r g i n g i t t o a b o l i s h i n g i t 

and t u r n i n g i t s r e s p o n s i b i l i t i e s over t o the Board of Governors. One of the 

suggest ions f o r en la rg ing i t p rov ides tha t i t i n c l ude as e x - o f f i c i o v o t i n g 

members the Secre ta ry o f the Treasury and the Chairman o f the C o u n c i l o f 

Economic Adv isors i n order to p rov ide for b e t t e r p o l i c y c o o r d i n a t i o n . ^ 
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Those i n favo r o f a b o l i s h i n g i t b e l i e v e tha t i t s du t ies shou ld be 

3k . . 

turned over to the Board of Governors. They b e l i e v e t h a t d e c i s i o n s con­

cern ing monetary p o l i c y shou ld be c e n t r a l i z e d i n one group and tha t open 

market p o l i c y can be made j u s t as w e l l by the Board ( imp ly ing tha t bank p r e s i ­

dents are not necessary p a r t i c i p a n t s i n monetary p o l i c y d e l i b e r a t i o n s ) . 

Var ious reasons are a l s o g iven f o r why the p res iden t s i n fac t shou ld not take 

pa r t i n such po l i c y -mak ing . Some b e l i e v e they l a r g e l y r e f l e c t j u s t the 

v iewpoints o f bankers and bus inessmen."^ Others argue tha t bank p res iden ts 

p lace too much emphasis on r e g i o n a l cons ide ra t i ons and tha t al though knowledge 

o f the cond i t i ons i n the var ious reg ions i s necessary and d e s i r a b l e , vo t i ng 

should not be c o n t i n u a l l y i n f l uenced by s p e c i a l cons i de ra t i on o f one r e g i o n . 

Defenders o f such membership on the FOMC b e l i e v e tha t the p res iden t s have 

gene ra l l y acted as a moderat ing i n f l uence and tha t t h e i r membership on the 

committee he lps ma in ta in a c l ose r e l a t i o n s h i p between the banks and the Board 
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of Governors. In a d d i t i o n , i f the p res iden ts d i d not have the r e s p o n s i b i l i t y 

o f committee membership, they would r e a l l y be noth ing more than branch managers. 

Th i s would make i t d i f f i c u l t to a t t r a c t t o p - q u a l i t y men to the bank p res i denc i es 

and as a r e s u l t the p r e s t i g e and the e f f i c i e n c y o f the e n t i r e System might f a l l . 

Others have argued tha t even i f the FOMC i s r e t a i n e d , i t s s i z e shou ld 

be reduced. They c l a im the present committee i s too l a r g e to permit d e c i s i o n s 

t o be made on the b a s i s o f r i go rous a n a l y s i s and hard e m p i r i c a l work. They 

c l a i m tha t p r e s e n t l y much o f the committee's t ime must be spent a t tempt ing to 

reach a consensus and the presence of much i n d e c i s i o n w i t h i n the committee 
39 

means i t i s o f t en slow i n t a k i n g appropr ia te a c t i o n . 

Another aspect of the FOMC which has r e c e i v e d some study i s the 

s p e c i a l r o l e p layed i n i t by the Federa l Reserve Bank o f New York . S ince 

open market opera t ions are meant to be n a t i o n a l i n impac t , some argue there i s 
Uo 

no reason why the New York Fed shou ld have s p e c i a l v o t i n g p r i v i l e g e s . The 
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ro le o f the manager o f the Open Market Account and h i s i n f l u e n c e on the FOMC 

hi 
have a l so been ques t ioned. 

IV. Fede ra l Adv i so ry Counc i l 

The s t r u c t u r e o f the Federa l Adv iso ry Counc i l has a l s o been a 

matter f o r debate. Some argue i n favor of a b o l i s h i n g i t , a s s e r t i n g tha t i t 

does not p l a y any s i g n i f i c a n t r o l e . The major argument f o r r e t a i n i n g i t i s 

t ha t i t does guarantee the Board w i l l consu l t w i th someone from t ime to t ime . 

However, some would p r e f e r t o see an adv i so ry board which represen ts a l a r g e r 

group than j u s t commercial bankers . Two s p e c i f i c p lans tha t have been 

suggested probably do ensure tha t a somewhat w ider range o f v iewpo in ts would 

be rep resen ted . One would enable the Reserve Banks t o p l a y a major r o l e i n 

appo in t i ng the C o u n c i l . Each Reserve Bank would submit the names o f two nomi ­

nees and from a l l o f the names submi t ted , the Board would appoint twelve men 

to the C o u n c i l . They would serve th ree-year terms and cou ld not be immediately 
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reappo in ted . The other p l an p rov ides f o r the Counc i l t o be cons ide rab l y 

en la rged to not more than f o r t y members, i n c l u d i n g the Compt ro l le r o f the 

Currency and the Chairman o f the Board o f D i r e c t o r s o f the Fede ra l Deposi t 

Insurance Co rpo ra t i on . I t i s suggested tha t the terms remain at t h e i r present 

leng th o f one y e a r . 

V. Federa l Reserve Banks 

Number o f D i s t r i c t s 

While no one s t r o n g l y i n s i s t s t h a t twelve i s n e c e s s a r i l y the best 

number o f Federa l Reserve D i s t r i c t s , there has been l i t t l e recent i n t e r e s t over 

the number o f d i s t r i c t s . However, i n 1958 when A l a s k a and Hawai i ga ined 

s ta tehood , some i n d i v i d u a l s suggested tha t t h i s would perhaps be an a p p r o p r i ­

a te- t ime to make some changes i n d i s t r i c t boundar ies . A b i l l was in t roduced 

i n Congress which would have p rov ided fo r one a d d i t i o n a l d i s t r i c t and the 
1+6 

boundaries shown below. 
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I t i s c la imed tha t reduc ing the number would r e s u l t i n d i s t r i c t s 

w i t h more i n common than the present d i s t r i c t s . Arguments f o r i n c r e a s i n g the 

number of d i s t r i c t s are based main ly on the b e l i e f tha t the present Twe l f th 

D i s t r i c t i s too l a r g e and shou ld be subd i v i ded . 

Where there might be some genera l advantages t o making d i s t r i c t 

boundar ies c o i n c i d e w i th s ta te l i n e s , the genera l f e e l i n g seems to be tha t the 

p o t e n t i a l advantages do not warrant the cos t o f changing d i s t r i c t boundar ies . 

There have been a v a r i e t y o f v iewpo in ts expressed about the Boards 

of D i r e c t o r s of the Fede ra l Reserve Banks. Many f e e l the Boards serve no 

u s e f u l purpose and shou ld be a b o l i s h e d . Others f e e l the method o f s e l e c t ­

ing D i r e c t o r s shou ld be changed to i nc lude a w ider range o f i n t e r e s t s than 

j u s t bankers and businessmen. However, o thers cau t ion tha t any change i n 

the s e l e c t i o n procedure of D i r e c t o r s cou ld cause cons ide rab le misunders tanding 

as member banks might f e e l tha t they were l o s i n g most of the v o i c e which they 

now have i n the F e d e r a l Reserve B a n k s . ^ 

In a d d i t i o n t o the d i s c u s s i o n o f whether or not bank p res iden t s 

should serve on the Fede ra l Open Market Committee, the re has been some 

d i s c u s s i o n on how they shou ld be s e l e c t e d , e s p e c i a l l y i f the p res iden t s c o n ­

t i nue to serve on the FOMC. One suggest ion would have appointments made by 

the P r e s i d e n t , sub jec t to Senate c o n f i r m a t i o n . ^ 1 Another p l an would have the 

52 
Fede ra l Reserve Bank p res iden ts appointed by Congress. 
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APPENDIX 

Proposa ls f o r S t r u c t u r a l Change 
by Year and by Source 

194-9= Background: The Senate i n s t r u c t e d the J o i n t Economic Committee to 
ca r r y out four s t u d i e s , one of which was an examinat ion o f the e f f e c ­
t i veness and coo rd ina t i on o f monetary, c r e d i t , and f i s c a l p o l i c i e s i n 
dea l i ng w i th gene ra l economic p o l i c y . Pau l H. Douglas cha i red the sub­
committee which executed t h i s study and gathered op in ions of a l a r g e 
number o f i n d i v i d u a l s through surveys and hea r i ngs . 

Recommendations: 
( i ) The s i z e of the Board o f Governors shou ld be reduced to 

not more than f i v e . 
( i i ) There shou ld be e s t a b l i s h e d a N a t i o n a l Monetary and C red i t 

Counc i l t o he lp coord ina te monetary p o l i c y . 

1951: Background: In 1951, a f t e r the Treasury - Fede ra l Reserve " a c c o r d , " 
the J o i n t Economic Committee e s t a b l i s h e d a subcommittee to conduct 
a genera l i n q u i r y i n t o monetary p o l i c y and debt management. Th is 
subcommittee was cha i red by Wright Patman and s o l i c i t e d op in ions by 
means of an ex tens ive ques t ionna i re and formal h e a r i n g s . 

Recommendat ions:^ 
("il The Fede ra l Open Market Committee shou ld cont inue i n the 

r o l e of a u s e f u l l i n k between d i r e c t o r s and managements 
o f the i n d i v i d u a l reserve banks , on the one hand, and the 
Board of Governors on the o the r . 

( i i ) The Board of Governors shou ld cons ide r i n c l u d i n g rep resen ­
t a t i v e s o f l a b o r among those whom i t regards as e l i g i b l e 
f o r appointment as C lass C d i r e c t o r s . 

( i i i ) The term o f o f f i c e of the Board o f Governors shou ld be 
reduced from four teen t o s i x y e a r s , and members o f the 
Board shou ld be made e l i g i b l e f o r reappointment. 

( i v ) The number o f members of the Board shou ld be reduced from 
seven to not more than f i v e , and the number o f Fede ra l 
Reserve Bank p res iden ts on the Fede ra l Open Market Committee 
shou ld be reduced t o m a i n t a i n , as f a r as p o s s i b l e , the 
present p ropo r t i on between members o f the Board o f Governors 
and Federa l Reserve Bank p res iden ts i n the compos i t ion o f 
the Committee. 

(v) The Chairman of the Board of Governors should be appoin ted 
by the P res i den t and h i s term be made coterminous w i th tha t 
of the P r e s i d e n t , 

( v i ) Present geograph ica l and o ther q u a l i f i c a t i o n s f o r membership 
on the Board of Governors shou ld be e l i m i n a t e d . 
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1958: A l a s k a and Hawai i were admit ted as new s ta tes and Senator Magnuson o f 
Washington in t roduced a b i l l (S4298) t o i nc rease the number o f Federa l 
Reserve D i s t r i c t s t o t h i r t e e n . 

196 l : Background: In 1958 the Board of Trustees of the Committee f o r Economic 
Development e s t a b l i s h e d a Commission on Money and C red i t to i n i t i a t e 
s tud ies i n t o the Un i ted S ta tes monetary and f i n a n c i a l system. A f t e r 
ex tens ive r e s e a r c h , the Commission's repor t was p u b l i s h e d i n 1 9 6 l and 
the J o i n t Economic Committee h e l d hear ings rev iew ing the r e p o r t . 

Recommendations:^ 
( i ) The Federa l Reserve Board Chairman and V i c e Chairman shou ld be 

des ignated by the P res iden t from among the Board ' s membership, 
to serve f o r fou r -year terms coterminous w i th the P r e s i d e n t ' s , 

( i i ) The Fede ra l Reserve Board should c o n s i s t o f f i v e members, w i th 
ove r l app ing ten-year te rms, one e x p i r i n g each odd-numbered y e a r ; 
members should be e l i g i b l e f o r reappointment, 

( i i i ) Occupat iona l and geograph ica l q u a l i f i c a t i o n s f o r Board mem­
bers should be e l i m i n a t e d . I ns tead , the s t a t u t e should 
s t i p u l a t e t ha t members s h a l l be p o s i t i v e l y q u a l i f i e d by 
exper ience o r educa t ion , competence, independence, and 
o b j e c t i v i t y commensurate w i th the inc reased r e s p o n s i b i l i ­
t i e s recommended fo r them i n the achievement o f low l e v e l s 
o f unemployment, an adequate ra te of economic growth, and 
reasonable s t a b i l i t y of p r i c e l e v e l s i n the economy. S a l a ­
r i e s o f top o f f i c i a l s throughout the government should be 
sha rp l y i n c r e a s e d , and i n v iew o f the g r a v i t y o f t h e i r 
r e s p o n s i b i l i t i e s , Federa l Reserve Board members should be 
compensated a t the h ighest s a l a r y l e v e l a v a i l a b l e fo r appo in t i ve 
o f f i c e s i n the government, 

( i v ) The present s t a t u t o r y Federa l Adv iso ry Counc i l shou ld be 

rep laced by an adv isory c o u n c i l of twelve members appoin ted 
by the Board from nominees presented by the boards of d i r e c ­
to rs o f the Fede ra l Reserve Banks. At l e a s t two nomina t ions , 
not more than one of them from any s i n g l e s e c t o r of the 
economy, shou ld be presented by each Bank. The Board shou ld 
make i t s s e l e c t i o n , one from each d i s t r i c t , i n such a manner 
as t o secure a c o u n c i l b road ly r e p r e s e n t a t i v e of a l l aspects 
of the American economy. Counc i l members shou ld serve t h r e e -
year te rms , not immediately renewable. The c o u n c i l shou ld 
meet w i th the Fede ra l Reserve Board at l e a s t tw i ce a y e a r , 

(v) An important i n t e r n a l source of adv ice shou ld be f u r t he r 
recogn ized and s t rengthened. The law shou ld fo rma l l y c o n ­
s t i t u t e the twelve Fede ra l Reserve Bank p res iden t s as a 
Conference of Federa l Reserve Bank P r e s i d e n t s , to meet at 
l e a s t four t imes a year w i th the Boa rd , and more f requen t l y 
as the Board f i n d s necessary , 

( v i ) The de termina t ion o f open market p o l i c i e s shou ld be vested 
i n the Board. In e s t a b l i s h i n g i t s open market p o l i c y the 
Board shou ld be r e q u i r e d t o consu l t w i th the twelve Fede ra l 
Reserve Bank p r e s i d e n t s . The de termina t ion o f the r e d i s ­
count ra te (the same f o r a l l Reserve Banks) shou ld be ves ted 
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wi th the Board . In e s t a b l i s h i n g t h i s r a t e the Board shou ld 
be r equ i r ed to consu l t w i th the twelve Federa l Reserve 
Bank p r e s i d e n t s . The de te rmina t ion o f reserve requirements 
should cont inue t o be ves ted i n the Board . In e s t a b l i s h i n g 
these requirements the Board shou ld be r equ i r ed t o consu l t 
w i th the twelve Fede ra l Reserve Bank p r e s i d e n t s . 

196U: Background: Represen ta t i ve Wright Patman in t roduced a b i l l (H.R. 9631) 
i n the House o f Represen ta t i ves which would p rov ide fo r the f o l l o w i n g 
s t r u c t u r a l changes i n the Fede ra l Reserve System.57 

( i ) A Fede ra l Reserve Board of twelve members would be e s t a b ­
l i s h e d t o rep lace the Board of Governors . The Sec re ta r y 
of the Treasury would serve as Chairman; and the P r e s i d e n t , 
w i th the adv ice and consent o f the Senate , would appoint 
the remain ing e leven members. 

( i i ) Terms of appointment would be four y e a r s , 
( i i i ) The du t ies o f the Fede ra l Open Market Committee would be 

turned over to the Board, 
( i v ) The present Fede ra l Adv iso ry Counc i l would be a b o l i s h e d and 

a Fede ra l Adv i so ry Committee would be e s t a b l i s h e d . I t 
would be comprised of the Comptro l le r of the Cur rency , the 
Chairman o f the Board o f D i r e c t o r s o f the F e d e r a l Deposi t 
Insurance C o r p o r a t i o n , and not more than f i f t y o ther members 
appointed f o r one-year terms. 

Th is b i l l served as a s t a r t i n g po in t f o r d i s c u s s i o n and hear ings by 
the Subcommittee on Domestic F inance of the House Committee on Bank­
i ng and Currency on "The Fede ra l Reserve System A f t e r F i f t y Y e a r s . " 
The subcommittee took no a c t i o n on the b i l l , but i t s Democrat ic mem­
bers d i d make some recommendations fo r f u r t h e r s tudy . 

Recommendations: 
( i ) V e s t a l l power to conduct open market opera t ions i n the 

Fede ra l Reserve Board, 
( i i ) Remove occupa t i ona l requirements f o r Governors and i n s t e a d 

requ i re on ly t ha t they be men o f i n t e g r i t y devoted to the 
p u b l i c i n t e r e s t . 

( i i i ) Reduce the s i z e of the Board o f Governors to f i v e , make 
the terms f i v e y e a r s , and permit reappointment , 

( i v ) Make the Chairman's term coterminous w i th tha t of the 
P r e s i d e n t . 

196^: Background: The Subcommittee on Domestic F inance of the House Com­
mi t tee on Banking and Currency commissioned economists K a r l Brunner 
and A l l a n Me l t ze r to do a study ana l yz ing Fede ra l Reserve monetary 
p o l i c y . 

59 
Recommendations: 

H~) The FOMC shou ld be a b o l i s h e d , 
( i i ) Ser ious cons i de ra t i on shou ld be g iven to r e p l a c i n g the 

Board of Governors w i th a s i n g l e a d m i n i s t r a t i v e o f f i c i a l 
assuming tha t the p r i n c i p a l r e s p o n s i b i l i t y of the o f f i c e r 
becomes dec id i ng on the app rop r ia te growth ra te o f the 
monetary base a f t e r i n t e r p r e t a t i o n o f events o c c u r r i n g 
i n the economy. 
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1965: The J o i n t Economic Committee h e l d an i n q u i r y i n t o the breakdown o f 
economic p o l i c y coo rd ina t i on c a l l e d f o r i n the Employment Act of 
1946. Dur ing these hear ings there was cons ide rab le concern shown 
over the need fo r changes i n the F e d e r a l Reserve System. No s p e c i f i c 
recommendations were i s s u e d . However, i n i t s 1966 J o i n t Economic 
Report the committee s t a t e d tha t l e g i s l a t i o n , of an u n s p e c i f i e d 
na tu re , was needed to assure no fu tu re breakdowns i n c o o r d i n a t i o n . 

1967: A b i l l (H.R. l l ) was in t roduced i n the House o f Represen ta t i ves 
in tended t o make the f o l l ow ing changes i n the s t r u c t u r e o f the 
Federa l Reserve System: 

( i ) The Board of Governors would be reduced to f i v e members, 
( i i ) A Governor 's term of o f f i c e would be reduced t o f i v e y e a r s , 

( i i i ) The Chairman's term would be coterminous w i th tha t o f the 
P r e s i d e n t . 

1969: In the January Economic Report o f P res iden t Johnson the f o l l o w i n g 
changes were recommended t o Congress: 

( i ) The term of Chairman of the Federa l Reserve Board shou ld 
be app rop r i a t e l y geared to that of the P r e s i d e n t to p r o -
v i c e f u r t h e r assurance o f harmonious p o l i c y c o o r d i n a t i o n , 

( i i ) The r i g i d requirement tha t no more than a s i n g l e member 
o f the Fede ra l Reserve Board may be appointed from any 
one Fede ra l Reserve D i s t r i c t shou ld be removed so tha t 
the P r e s i d e n t , w i th the adv ice and consent of the Senate , 
may choose the ve ry best t a l e n t f o r the Board , 

( i i i ) The Congress should rev iew procedures f o r s e l e c t i n g the 
p res iden ts of the twe lve Reserve Banks to determine whether 
these p o s i t i o n s should be sub jec t to the same appo in t i ve 
process tha t app l i es to o ther posts w i th s i m i l a r l y impor­
tan t r e s p o n s i b i l i t i e s fo r n a t i o n a l p o l i c y . 

1970: P res i den t Nixon appointed a Commission on F i n a n c i a l S t ruc tu re and 
R e g u l a t i o n . The Commission began meeting i n June. I t expects to 
work through a s e r i e s o f s p e c i a l study groups to fo rmula te recommen­
da t ions fo r l e g i s l a t i o n on the s t r u c t u r e and r e g u l a t i o n o f f i n a n c i a l 
i n s t i t u t i o n s i n the Uni ted S t a t e s . 
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P o l i c i e s . . • , 19^9, P- l61+-
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