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Legal effect* - A "concurrent" resolution, unlike a "joint" 
resolution, is not approved by the President and does not have the 
effect of law* It evidences only the sense or purpose of Congress* 
Consequently, House Concurrent Resolution 196, introduced by Repre
sentative Reuss on June 1*, 1959, would not, if adopted, be legally 
binding on the Board and the Federal Open Market Comaittee* 

Practical effect* - Nevertheless, as a practical matter, 
the proposed Resolution might be regarded as a Congressional 
directive to the Board and the Committee to conform their policies 
to those indicated in the Resolution* In recent years, the Board 
has often been referred to as an "agent" of Congress. It may be 
questioned whether the Board is any more an agent of Congress than 
any other governmental agency including the executive departments; 
all agencies and departments derive their powers from statutes of 
Congress* It is true, however, that in the Federal Reserve Act 
Congress has clearly vested in the Federal Reserve System an "inde
pendence11 from executive control that does not characterize the 
so-called executive departments* In view of this fact, disregard 
of the Resolution by the System might very well be viewed as a 
flouting of the will of Congress by its "agent** Such disregard 
could make the System subject to criticism by Congress and lead to 
the enactment of effective legislation curtailing the powers and 
exercise of independent judgment by the Board and the Federal Open 
Market Committee* 

Inconsistency with Present Law* - On its face, the Resolu
tion might be regarded as stating no more than the policy followed 
by the System at present* thus, it says that the System, "while 
pursuing its primary mission of administering a sound monetary policy, 
should to the maximum extent consistent therewith, utilize such means 
as will assist in the economical and efficient management of the 
public debt"* That, it may be said is what the System does now* 
Moreover, the phrase "to the maximum extent consistent therewith" 
might be construed as allowing exercise of discretion by the System. 
Similarly, the Resolution provides only that purchases of Government 
securities, rather than lowering of reserve requirements, shall be 
used "to the greatest extent possible" for attaining needed monetary 
expansion • 
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However, it seems clear from the language of the Resolution, 
including its "whereas!! clauses, and from its legislative history that 
the Resolution would be intended to restrict the exercise of judgment 
by the System in several respects in a manner wholly at variance with 
present law. 

First, while the Resolution would not expressly require 
open market purchases of Gar eminent securities for the purpose of 
supporting their market, the tenor of the resolution is in that 
direction. Thus, the "whereas" clauses, after stating that the 
System has consistently followed a policy of increasing the money 
supply by lowering reserve requirements rather than by purchasing 
Government securities, states that "this method makes Government 
securities unatrractive to investors by bringing about undue downward 
fluctuations in the prices of Government securities.,! On the floor 
of the House, Congressman Reuss made it perfectly clear that one of the 
purposes of the Resolution would be to have the System purchase long-
term Government securities as a means of maintaining a lower interest 
rate on such securities in order to facilitate management of the public 
debt. 

Second, the Resolution is clearly intended to limit the 
flexibility that now exists in the use of the instruments of monetary 
control by expressly requiring greater use of open market purchases 
of Government securities, rather than lowering of reserve requirements, 
in order to achieve needed monetary expansion. In other words, the 
discretion the System now has in determining whether open market 
purchases or reductions in reserve requirements are best adapted under 
particular circumstances in order to increase the money supply might 
be regarded as expressly restricted. This intent is indicated by 
one of the "whereas" clauses which states that it is "essential" 
that greater reliance be placed on purchase or retention of Government 
obligations. 

Finally, the last clause of the proposed resolution suggests 
that changes in reserve requirements be used only as an "anti-inflationary 
tool", with the implication that reductions in reserve requirements should 
seldom, if ever, be employed as a means of providing needed expansion. 
Such a construction would, of course, impair the Board's discretion and 
the flexibility with which changes in reserve requirements might be used. 
In this respect, it would be inconsistent with the language of present 
law that authorizes the Board to change reserve requirements "in order 
to prevent injurious credit expansion or contraction." 
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In a much broader sense, the Resolution would be incon
sistent with the clear intent of present law to vest in the System 
full discretion in the exercise of its powers with respect to open 
market operations and reserve requirements. For example, the law 
requires the Federal Open Market Committee to regulate open market 
purchases and sales "with a view to accommodating commerce and 
business and with regard to their bearing upon the general credit 
situation of the country"^ and the legislative history of the 
Banking Act of 1935 makes it clear that complete discretion was 
meant to be vested in the Committee. The Resolution would suggest 
that open market operations be directed toward "economical and 
efficient management of the public debt." In a similar manner, 
the Resolution would curtail the Board's discretion in determining 
how to use its authority with respect to reserve requirements. 

Congress could, of course, by statute undertake to determine 
the exact manner in which open market operations and changes in re
serve requirements should be utilized in order to influence economic 
conditions. It could convert the proposed Concurrent Resolution into 
statutory law (as Congressman Reuss has proposed in the form of an 
amendment to the bill before the Ways and Means Committee). If 
it did so, however, Congress would in effect be altering the 
fundamental nature of the Federal Reserve System; the Board and the 
Open Market Committee would no longer be bodies of experts in the 
field of monetary and credit regulation, with authority to exercise 
independent judgment in the light of current conditions. 

Summary* - The proposed Concurrent Resolution would have 
no legally binding effect, but as a practical (or political) matter 
it could be regarded as an expression of a Congressional directive 
to the System. If so regarded, and if followed in practice, it would 
accomplish a fundamental change in the philosophy of the System, 
directly at variance with the language and intent of present law. 
Yet, opposition to the Resolution, or disregard of it if it is 
adopted, would involve taking a calculated risk of action by Congress 
to convert the Resolution into positive legislation. 
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