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Enactment o f the Banking B i l l o f 1955 marks * greet s tep forward i n 

banking &ncl monetary a d m i n i s t r a t i o n . Xt represents sn a u t h o r i t a t i v e 

recogn i t i on o f the f a c t t h a t , whatever may have been sa id i n the past i n 

favor o f automat ic r e g u l a t o r s o f money and p r i c e s , dependence on such 

regu la to rs i s n o t f e a s i b l e i n the post-war w o r l d . The p u b l i c has l o s t 

f a i t h i n them because they have been proved t o be unequal t o the r e q u i r e -

ments o f modern l i f e , and a t the present t ime the e n t i r e wo r l d i s on some 

form o f managed c r e d i t and currency bas i s . 

The Banking Act o f 1955 e n t r u s t s the management o f monetary and 

c r e d i t p o l i c y i n t h i s country to the governing board o f the Federa l Reserve 

System. Whi le the System i s g iven no new f a r - r e a c h i n g powers, the powers 

t h a t i t possesses, so f a r as they concern n a t i o n a l monetary p o l i c i e s , are 

c e n t r a l i s e d i n the Board, which w i l l now have an unescapabl® r e s p o n s i b i l i t y 

f o r the maimer i n which they a re exerc ised . 

Recogni t ion by Congress o f the increase i n the Board1 s r e s p o n s i b i l i -

t i e s f i n d s express ion i n the advance i n s a l a r i e s o f members, the leng then-

i n g o f t h e i r term o f o f f i c e , the e l i m i n a t i o n o f e x - o f f i c i o members, and 

the p r o v i s i o n f o r the r e o r g a n i s a t i o n o f the Board. 

The unmistakable f e e l i n g o f the country i s t h a t the Federa l lie serve 

System has f a i l e d t o measure up t o i t s r e s p o n s i b i l i t i e s . To a c e r t a i n ex -

t e n t t h i s a t t i t u d e i s en i n e v i t a b l e r e a c t i o n aga ins t 'bank f a i l u r e s and the 
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depress ion . n e v e r t h e l e s s , share o f t he r e s p o a s i b i l i t y r i g h t f u l l y be~ 

longs t o the Federa l Reserve System, because o f i t s adherence t o an 

obso le te t r a d i t i o n under which the f e d e r a l Reserve System mm expected 

t o be l a r g e l y a pass ive agency f o r the accomoda t i on o f cosnaeree and 

bus iness . Th is obso le te t r a d i t i o n , 'bo ls tered up by ant iquated, p r o v i s i o n s 

i n the law, was accentuated by a l a c k o f c o n s t r u c t i v e l e a d e r s h i p i n the 

Federa l Reserve System. 

Changes in the law t o bring it in line with modern thought and 

r e c o n s t ! t u t i o n o f the Governing Board a f f o r d a g r e a t o p p o r t u n i t y f o r r e -

h a b i l i t a t i n g the Federa l Reserve System and r e g a i n i n g f o r it that degree 

o f p u b l i c conf idence w i t h o u t which i t cannot p r o p e r l y f u n c t i o n . 

Func t ions o£ Board 

An impo r t an t phase o f t h i s r e h a b i l i t a t i o n w i l l be the g e l s e t i o n o f 

a s t ron Board t h a t w i l l commend the respec t and conf idence o f the people 

o f the coun t r y . 

I t i s o f p r imary importance t h a t a l l the members o f the Board should 

have an unders tand ing o f n a t i o n a l economic problems and should he q u a l i -

f i e d t o a s s i s t i n the f o r m u l a t i o n o f monetary p o l i c i e s and the cont inuous 

study o f 'banking problems. M i l e the Banking Act o f 1935 has Improved the 

Federa l Reserve s t r u c t u r e and has he lped t o p isee the Federa l Reserve 

System I n a more r a t i o n a l r e l a t i o n s h i p t o the country1© economic l i f e , 

many problems r e l a t i n g t o our banking s t r u c t u r e remain t o be so l ved . One 

o f the tasks t h a t w i l l c o n f r o n t the new Board w i l l be a s tudy o f the r e -

forms necessary t o b r i n g about, u n i f i e d bank ing under Federa l c o n t r o l , a 
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u n i f i c a t i o n o f banking supe rv i s i on and a d m i n i s t r a t i o n i n Washington, the 

problems o f branch, group and chain banking, and a p r a c t i c a l s o l u t i o n o f 

the problem o f the proper r e l a t i o n s h i p between commercial bank ing a i d 

avestment banking. 

For the purpose o f s e l e c t i n g i n d i v i d u a l Board members, i t may be 

h e l p f u l t o c l a s s i f y the s p e c i f i c d u t i e s g iven the System i n accordance 

f r i t h t he d i f f e r e n t phases o f i t s broad r e s p o n s i b i l i t i e s f o r superv is ion 

over the banking and monetary system* I t should be emphasised, however, 

• t h a t such a grouping o f mat te rs f o r the pr imary cons ide ra t i on o f p a r t i c u -

l a r Board members does n o t mean t h a t such mat ters are n o t a l so to rece i ve 

the a t t e n t i o n o f the o the r members or t h a t the Board as a whole would be 

r e l i e v e d o f r e s p o n s i b i l i t y f o r say phase o f i t s work. I n a general way 

the d u t i e s o f the Board may be c l a s s i f i e d as f o l l o w s I 

(a ) Monetary p o l i c y ma t te r s , l e g i s l a t i o n end p u b l i c 

(b) I n t e r n a t i o n a l banking and t he c a p i t a l market} 
( c ) Economic s e r v i c e j 
(d) Federal Reserve bank and member bank c r e d i t ) 
(e) Admission t o membership and opera t ions o f member 

banks) if ) Federal Reserve bank ope ra t i ons ) 
g) Secu r i t y l o a n s , and i n t e r l o c k i n g and o the r r e l a -

t i o n s h i p s o f d i r e c t o r s , o f f i c e r s and employees 
o f member banks and Federa l Reserve banks* 

I n the l i g h t o f these d u t i e s , i t ^ou ld appear t h a t t he Board, i n 

a d d i t i o n t o the chairman, who would n a t u r a l l y have pr imary r e s p o n s i b i l i t y 

f o r monetary p o l i c i e s , as w e l l as gemmral execu t i ve r e s p o n s i b i l i t y f o r a l l 

o f t he Board*s a c t i v i t i e s , should i nc lude one person w i t h Federa l Reserve 

banking exper ience, one w i t h commercial banking exper ience, one who i s 
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f a m i l i a r w i t h the s e c u r i t y or investment market , one who i s acquain ted 

w i t h f o re i gn exchange and f o r e i g n c o n d i t i o n s , one q u a l i f i e d t o i n t e r p r e t 

the economic s i g n i f i c a n c e o f business and f i n a n c i a l developments, and 

one w i t h experience and t r a i n i n g i n bank c r e d i t * 

Th is arrangement o f du t i es i s n o t suggested as the only one f e a s i b l e , 

and rearrangements may become necessary i n the l i ^ h t o f the p a r t i c u l a r 

t a l e n t s o f appointees a c t u a l l y se lec ted f o r membership on the Board, Some 

d i v i s i o n o f d u t i e s , however, w i t h s p e c i f i c pr imary r e s p o n s i b i l i t y o f each 

i n d i v i d u a l member f o r c e r t a i n phases o f the work i s h i g h l y d e s i r a b l e , n o t 

on ly as an a i d i n s e l e c t i n g members w i t h the r i g h t q u a l i f i c a t i o n s , bu t 

a l so as an inducement f o r energe t i c ®en to accept p o s i t i o n s on the Board 

and t o f a c i l i t a t e t he performance o f the a d m i n i s t r a t i v e f unc t i ons o f the 

Board* 
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