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Ensctaent of the Banking Bill of 1985 marks a great step forward in
banking =nd monetary sdministration. It represents an authoritative
recognition of the fact that, whatever mey have been said in the past in
favor of sutomatic regulators of money and prices, dependence on such
regulators is not feasible in the posptewar world, The public hsas lost
faith in them because they have been proved to be unequal Lo the require~
ments of wodern 1ife, end at the present tiuse the entire world is on some
form of msnaged credit and currency bssis.
lsportence of sirons Board

The Banking Act of 1955 entrusts the management of monetary and

. eredit policy in this country to the governing board of the Federal Reserve
Systea, While the Systes i3 given no new far-reaching powere, the powers
that it possesses, so far as they concern national monetary policles, ere
centralized in the Board, which will now have an unescapsble responsibility
for the manner in which they are exercised.

fecognition by Comgress of the increese in the Boerd's responsibili-
tiee finds expression in the advance in salaries of members, the lengthen-
ing of their term of office, the elimination of ex-officio members, and
the provision for the reorganisation of the Board.

The unmistakable feeling of the country is that the Federal Reserve
Syetem has failed to messure up to its responsidbilitier., To & certain ex~
tent this attitude is en inevitable resction against bank failures and the
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regsions Nevertheless, s share of the pressonsibllity rightiully be-
it the Federal Reserve lystesn, becsine of itz adhersnces L2 an
noolote tradition under which the Federal Reserve lyates win evicoted
to be lsrgely a passive agency for the aceomaodation of commerce and
winensz, This obsolete tradition, bolstered up by entisuates provision,
1 the law, was sccentuated by & lsck of constructive lesderchi: In the
~deral Reserve Lysiem.

Changez in the lew to briang 1t in iine with modern thousht ’ad
reconstitution of the Governing Hoard afford a grest op ortanity for re-
1ibiliteting the Foderal Reserve System and regaining for it that degres
of public confidence sithsut which it camnot properly function,
fanctions of Soard Kembers

' An imcortant phase of this rehabilitation w#ill be the seicciion of
a stron; Board that will coumand the respoct and confldence of the peonlie
of the country.

It is of prisary importance that all the =eabers of the Hoara szhould
have sn understanding of nstions! economic problems snc ghoulc be o nlli-
fied to zssiat in the formulation of monstary volicies mand the comtinuous
gtudy of banking problems, %hile the Banking Act of 1935 has lmprovesd tie
Pederal Reserve structure and has helped to plree the Federal Keserve
System in & more rationsl relatiomship to the country's econo=ic life,
many probless relating to our banking strueture remain to bhe golved. Une
of the taske that will confrout the new Bomrd will be 2 study of the re-

forms necessary t0 bring about anified banking under Federal coantrol, =
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unification of banking supervision amnd sdministration in Weshington, the
problems of branch, group snd chain banking, and & prectical solution of
the problem of the proper relationship between commercisl banking ssd
‘nvestaent banking,

For the purpose of selecting individual Board members, it may be
belpful to classify the specific duties givem the System in accordance
with the different phases of its broed responsibilities for supervision
over the benking and monetary system, It should be emphasised, however,
that such = grouping of matters for the primary consideration of perticu-
ler Board members does not mesn thet such matters are not also to receive
the sttention of the other members or that the Eoard as a whole would be
relieved of responsibility for any phase of its work, In & general way

. the duties of the Board may be classified as follows:
(2) Mometary policy matters, legislatiom and public
relations;

b) Intemational banking and the capitel merket;
¢) Economio

service;
d) Federsl Reserve bank and member benk credit;
e) Admission to membership and operations of member

banksj
2 Federal Reserve bank operstions;

In the light of these duties, it would appear that the Board, in
addition to the chairmen, who would naturslly have primary responsibility
for monmetary policies, as well as gemeral executive responsibility for all
of the Board's activities, chould include one person with Federal Reserve
banking experience, one with commercial benking experience, one who is
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familiar with the security or investment market, one who is acquainted
with foreign exchenge and foreign conditions, one qualified to imterpret
the economic significsnce of business and financial developments, and
one with experience and training in bank credit.

This arrengement of duties is not suggested as the only one feasible,
and rearrengesents may become necessary in the light of the particulsr
talents of appointess actually selected for membership on the Board, Some
division of duties, however, with specific primery responsibility of each
individual member for certain phases of the work is highly desirable, not
only as an aid in selecting members with the right qualifications, but
slso a3 an inducement for energetic mem to sccept positions on the Board
and to facilitate the performence of the administrative fumctions of the

Board,
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