
CONTROL OVER CHEDIT A8D MOKETi . ......

In proposing th« Banking B i l l of IMI the MWt Laptrteftt general

|>lff0M 'wfcs to e&t&blish l i f t e d reaponeibl)tfry in • i i :o?

nat ional credit tftd monetary i-olicies, ftm WMi*%\ti& diffbflieB cf

responsibi l i ty between the Federal li©i.srve Board, the Federal Cpsn Market

Bttfcoef aurJ UM 108 dlftotorf or llMI tuelve ii®Eerv# btmkis w ŝ the

sost serious defect in the rtmtw of tbe federal i^Mrre % « | -,ch

tli© Ij^nking Bill wtxa uit&nd&d to corraact.

Jar the b i l l M reported by tr.e Senate iMkUl I Currency

CoaKitte®, open-^ttirket operdtiona of UM l'ed.erel Eeterve fyeiee would be

subject to ccatroi bgr M Open iertet Con£»lttee eonsistiag of the seven

aeabers of the Board of Governors of the federal Reserve Qjrttefl aad fiv©

repffttentefclvM of the f idwel i w r f i beski elected vltb & view to

repreeentetion of the different region '-he country.

Recognition in the Samrt© bi l l of tfet iasporta.ac© of firla -'--tional

'Go*}f{ biXiiy for tfMMMjrlnMp operations i t &n L»p#rteAi stsp

1B I fkt d i rec t ion . la view, however, of the gre&t l^port&nee of

t h i s s&tter to the velfer* ef Uie Mttlesi • t lMt »tttd| of the ,^0*0^61

:.0C0«fSfcry v?ith i view to dst@rmla.Lng whether i t f*U t in &ny

•̂  i t r&smct of ieeoavHehlBi tho desirsd pttrpoeOi

In |ht f lr f t pli-.ce, l a t HI ooofider the ^weatloa e^ether r t p f

t ion of the Federel IVeierte bemka on the tpei -at 6oemitt#e is la

bast Lat«r#*ti of ins country. ;X?TO-thirds ci" the AlSjtitore of the E

bemkt| etee veuld s lee t the Reserve btftkt1 repre^ent^tive^ on UM OpM

t Cos-.1 i t t e e , are in turn ©l©ct«d by the laefsber bettic»« Theei
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fjera of the cos---ltteef therefore, wool toflalt*!/ represents live

of braking interests. The ^uestion, tfcer * r l i e i .•>.•..•:.. n there Is

u g rttMa vtgr i l l tart tqtttl p**»i over »pm m—Fltit ip t i* t | 6M should be

given to mprts^Q^v t lvt l •£ kfce btttltiN

This is so aew que&tioa. I t *M [innilKUt at the time that thm

Federal Hs&erve Act was proposed. At Ikit tlae taere h&d been serious

agitation in favor of selection by the h&nke of Mat of tne a®mb«r$ of

the Federal Eessrve Bo&rd. Tbi^ prtpotl), however, ¥>iiieh BM sponsoied

bf the jjillfff of the I k| tfti Currency Coraaittee oi tlxe House of

Mspreseafcativesj was not approved by Presddaai Wilson, whe &ai*ced the

partlnent qutstioa wnether &.n%orm VOuld aavoc&t.© thet tb© l i l iKei l l should

• e l e c t ^e"..ker.« >i - ta(%«f*i^0@ Cc-̂ '.:;̂ : e J^c-^atetiea. ... .itflftf t h l f

poiat hpev!4e«t kileeQ Mfcte i t el<eif UMKI i t wra&d not be good pol icy t©

h&v© Ihe tn i t t i n t l i t I ft ! • Nl supervised 4u<l aontrollsd represented

oii • btejNI c:.:e.rgaa witi; the aut^ eX OOftiroXllBg Um« El bif e .: to

the Joiiit Session or Congress on | « M t8f XilSj Pr*el4eKt VU ii4l

"The control of hhi system of feMfell of ie. . . ;.st30 in the

Government i t # # l f | so IheA the bemicc M | Nl MMI UtftrtMMAtl—not ttM

•MtMTjn »f business M4 of ia4ividttel enterprise end initiative* -1

That Ihii fitt ecprei eeliMit iileea ».*. MM 4e4 bg

is 1l»1|e>ltfl lay the follow.n * pejjlgt ft I . ant of Via^s

Iftg 12M ieaete rwpert sa UM i t i f laa l Federal Hae@rve i.ctj n^i>xiz of the

folg b&njca quit© urgently insigted %b*% t:,e boxikQrs ifaOttld heve r

tion u:>on the Federal ik©ii©rve Boerd. Thii *&^ denied for u>e obvious
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that t .otion of the Federal Beftervs Board in fmpervtftilg the

<•%*• l i a gov^msmnt-,1 fraction ia which privaftfl * • • or

interact no right to * t t e* tOMMfd through the

i t s e l f , Xbe preeedent of t i l t lvLl i i HWttaeatJ L • Uut%

such i cont^atioru'5

ition ol' ths necessity of public control of monetary policy

, in tiie aiadg of Con^rsas &* surly &$ Ltl&« tlui i f d for

public control ItfMI become ©v*.?n mort: oat during the tf.enty-o.:'.d years

t h i TwAitinl IWMMTf I I b©#a la o^sr^tioa*

The world has gone through & mri*4 of m*$ cf lafXt%leAa i of

deflat ion, oJ p i i f! M%i M / lad &y tba ilMppMUNHMM o.:1 the

a MtOM&lc controls over aonet&ry MM Ul| wuca to MM axten:

protected tfce countries of th© world ag&iast excdS8e» of I ion or

deflation. Such coatrol« *«r» re&eantbly effect I ve when -̂OTIQ trade VM

Pfloltatly balanced to &&ka i t •OKSI^IO fo? &n international ^old

rtilitri to function ftrfXj . I eoadition does aot prevail at Urn

pre&snt i iM Ittd a one c&n t©li liici i l s^er i t will rsturu again. OB@

thing i t claa.rf that i t is not s&fe at thli l i s t t# //roviae .for a a<metary

u dt>>H(! . J .orttait tegTM on I I n Ls« tfj

9VM i coiitroli &re aot to be automatic, then there has to be discretion

asentj MMl 11" ta©r© is to b» BMMgtMK%f i t Mftt be in trie :Uiterea1

he n&tion M « whole &n& sot in the interests of any pextlettl** group

of , be llMflf bHriten or politic land*
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la theee eircuaateaees I t ie acre imperative itotm ever that the control

of soaetary and credit policies be entrusted to a body that hag ccoplete

Ml unescapabl*- cnsibility for the adoption of theee policing.* This tody

as: 'ree from the influence of bankers or other special Si II and

M01 devote itr.a! o the public service. -.*ss©ntative« of

the Federal iMHTM banks* baaoaMfe Oo turoe banking const! intents and

be m&jm hj considerations etel ar« MM in the iateopeate of theee

stituent© tiian I BKelM M • *hole»

l!hen the b i n -,as originally proposed* there iia» aor© reaaoa for

giving concideratioa to partici^tioa. ^r the Federal H«»erve baake in

the detandaation of openHsarkot isolicy, - «aa beeane® tlj© Foderal

Beard contained kM ex-officio aeaber@* because tliere ^ra?: so re*

il two aMsabers i^iat be feraea '.<sated becking tqpevieaaay

and. tJiat no more thaa i shall belong to on® political party* b̂© Seoata

bil l hai! ellainated the ex-of flclo aersbers frm the Federal Reserve

Board . - •."onae^uently be more iadepeauent I I adsiiiistratioR.

-ovidea t,hat two senbers of th© Boaî l shall b# sen of

tested banking experience* Thia aM&i Insure a p*opsr xawiarstaxidULng of

banking techniqu- et ^>as^ aî I ale© pMNKHa ror repreaeittatioa of

tlie teeYia I Aaa« ta© baakertr on tfee Baead* hovever* i::ould

have g«Tf?r©d Uteftr afa^aetlon ^j i 9 and Tihile tbey w

.} ow® tllegiajftee to BO on© but the

ee & vhclc* They «aaM have no apeelal const!tuaat©. The Sanata b i l l

a l s o pMMPli I aoape ! • Board̂  acabers jtieTI belesi

to erne pal I par ty , f t II • Board* therefore, i& net 3
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to toe ffwajed hj partisan rnn~1 ' m t l u m aad a Eoa-/d that • & ! have adequate

represent&iioxs of basking knowledge tad I banking point of vtafc ffhat-

©ver reason ther© my have fcMft ffcr tig—t I ^presentation on the policy

staking "body *itil the c. •**• BNVdf m woolci be B© atsch roason if

th© Board L -Q-?1-" 1>© reconstituted, lay the Senate b i l l .

I t It alftttTf UMPtAMWi that tbe pover VW opaa-aair .

be vested Is the Boar-'; o^ G'overnor&f ajid triat ttt

a net be represented except l̂ r an ad^riaoxy eorsmitte*? « | Ldi

the Board should constilt before takieg action on credit <*r Ji

I t should l lM be pointed I ivs litthority

operations Ho a©̂ - I an tfei Bô ; I Id pei*|>eiyuate -the diffusi<m

of authority that BOW prevails* MR lift WMI and vrould COBtlBM

hafe tmder the bill* aut!icrlf:y N N ti - •• of raon̂  •

policy—chaugQg; ia dtscotmt rates am la rsssrre r- MftftN

I t «V • ^rsfor&f us^ar 'tlie Sen&te proposalf %t

the i l f f w i l iBstr»Jaont& of atms-tary policy used in opposite fl

The {Jpnn ' ,tee, Ft* I % ni^i t decide Irv • ?s

bank rs^nberr to Board members again^ o-fc«r j ' ire Board n-:abers to

ease tredit c<mditifî !^ • • • jOverBaeni .

the Eoari! sigiit decide by a taig of ftlt o to i : Ions t!i

r«Uteg ttMiOl oiraaants. Tliare eo^kt not to be the

possibility of MMfe a eonflict ia HM aclairdetration of HM Mlt—*1 ssonetary

. I l l the thr^s iastruoants of moaetarj policy rtfld bi lodged iu
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public body with sisgl© ^asscapalile r&spoasibilitj* lo SU

«oul£ insure the prompt $m&. couragoouo action that is aecesae-ry o 'protect

tfee courtvry .frco inflation and def1atic©t and te assure i t tkat hlie imiia-

cnetary systoj wiLl orted i< oua

sMmt' of afoor flri i f tiie pBtlBttiv© capacity of the nation*
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