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BARK STOCK BY THE GOVERNMENT “
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It is not necessary for the Government to own the regional banks in
order to have the Federal Reserve function in ithe public interest, The
Federal Reserve banks have responsibility for zatters of local coneern,
such uz carrying the reserves of member banks and extending credit to
these baniks according to rules and regulations msde by the Boarc under
the authority of the Federal Keserve Act. While it is true that the
member banks seleet six of the nine directors of the Reserve banks, ace
tions by the board of directors on matters of national policy recuire
apyroval of the Federal heserve Bourd. 50 long as the Doard has adequate
control of all matters of nationul scope and importance, it woulc serve

. no public purpose to change the ownership of stock of the Federal Reserve
banks.

On the other hand, there are definite advantages in preserving local
ownership of the Federal Reserve banks. Ownership of the Federal Reserve
banks by the member banks of their districts tends to develop cooperation
by ths member banks with Keserve bank operations. This ls of real ussise
tance to the Heserve banks in the performance of their speeisl functions
in the Reserve System., W#hile central control is provided over the banking
policies which are of national acope, this is supplemeated in the System
by responsibility of the reglonal bunks for actual banking operatione and
for policies of locul concern. Such policles relate to conditions in the
various distriets, with which local men are in a position to be familiar,
Ownership of Keserve bank stock and the rights wshich accmy stock own-

\..\ ership, such az the selection of directors of the Keserve banks, eacoursge
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in the operations of the Reserve banks, | ,G)
Moreover, through this contact the sember banks are more likely to
develop an understanding of the policies of the Federal Reserve Board than
would otherwise be the case. Washington seems rather remote to many mem-
bersbanks and the policies initisted by the Federal Ressrve Board ia the
public {nterest conflict at times with the interests of the particular
banks. Through the part which they play in seleeting the managesent of
the Reserve banks, the member banks can feel that they =re s part of the
System and must cooperate with it.
Purchase by the Government of Federal Reserve bank stock would arouse
muich oprosition among perszons who are spurehensive about the inereasse of
‘ Government participstion in private business. It will be much wiser to
make no change in the ownership of the stock, provided the law makes it
clear that the contreol of monetary policy will rest with a public body
not under the influence of any private group.
#dost of the important forelign central buake are privately owded.
It should be remembered that the member banis, which own the stock
of the Federal Reserve banks, can never receive more than & percent on
that stocke The rest of the benks' earnings goes inte sarplus, which
strengthens the ability of banks to serve the busincgs of the country and

which, in case of liguidation, reverts to the Goveranment.
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