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For the purpose o f carrying out the day-to-day opera
tions o f the Federal Reserve System — the nation's 
central bank — the United States has been divided 
into 12 Federal Reserve Districts, each w ith  a Reserve 
Bank. Reserve Banks provide many services to  
depository institutions and to  the general public, 
such as processing coins, currency, and checks. They  
exercise many o f the bank supervisory responsibil
ities o f the System. They also help in framing  
m onetary policy, in part by reporting on economic 
developments in their regions.

Regional representation is provided for through the  
selection o f Reserve Bank Directors. The Federal 
Reserve A ct o f 1913  calls for each o f the 12 Reserve 
Banks to be managed by a board o f nine directors 
who know the interests of the district. S im ilarly , each 
of the 25  branches of the Reserve Banks is managed 
by five to seven directors who represent the interests 
of the branch territo ry .

Selection and Representation
For purposes o f selection and representation, Reserve Bank 
d irec tors  are d iv ided in to  three classes o f three persons each. 
Class A  d irec to rs  are representative o f the  m em ber com m er
cial banks in the d is tr ic t and are usually bankers. Class B 
d irec tors  and Class C d irec to rs  are selected w ith  due consider
a tion  to  the  interests o f ag ricu ltu re , com m erce, in du s try , 
services, labor, and consumers. Thus bo th  the  providers and 
the users o f banking services in the  d is tr ic t are represented 
on the  Bank's board. Class A  and Class B d irec tors  are elected 
by m em ber banks in a d is tr ic t,  w h ile  Class C d irectors are 
appo in ted by the  System 's Board o f Governors in W ashington.

The chairm an and depu ty  chairm an o f each nine-mem ber 
board are selected by the Board o f Governors fro m  the  C 
d irec tors  to  serve one-year term s. These d irec to rs , w ho must 
be d is tr ic t residents fo r  at least tw o  years, are o ften  educators, 
co m m u n ity  leaders, lawyers, and re tired business people.

D irectors can 't be members o f Congress. F u rthe r, Class B and 
Class C d irec tors  can 't be o ffice rs , d irec to rs  or employees 
o f any bank. N or can Class C d irec to rs  ow n stock in any bank. 
A d d it io n a lly , since a Reserve Bank d irec to rsh ip  is a fo rm  o f 
pu b lic  service, d irec to rs  are also expected to  avoid pa rtic ip a 
tio n  in partisan p o litica l activ ities.

In electing Class A  and B d irec to rs , d is tr ic t m em ber banks are 
grouped by the  am oun t o f capita l in to  three categories — small, 
m ed ium , and large. Each group o f banks elects one Class A  and 
one Class B d irec to r.

Reserve Bank branch d irec tors  are not elected. The m a jo rity  
are appo in ted by the Reserve Bank's head o ffic e  d irec to rs ; the 
rem ainder, by the Board o f Governors. The chairm an is se
lected fro m  those appo in ted by the Board o f Governors.

D irectorsh ips o f Reserve Banks and branches generally are 
lim ited  to  one or tw o  fu ll three-year term s to  assure th a t a 
greater num ber o f people w ill serve on the  boards, representing 
a w ide range o f interests.

Responsibilities
A lthough  d irec torsh ips  are no t " fu l l- t im e '' jobs, the  responsi
b ilities  o f d irec to rs  are broad, ranging fro m  the general 
management o f the  Reserve Bank — assigned by the  Federal 
Reserve A c t — to  m aking recom m endations on m onetary 
po licy .

D irectors ap po in t the Reserve Bank president (the ch ie f 
executive o ffic e r) and the f irs t  vice president (the ch ie f ad m in 
istrative o ffice r) to  five-year term s, subject to  approval by the 
Board o f G overnors. The Reserve Bank d irec to rs  also appo in t 
all officers o f the bank.

A n n ua lly , they  ap po in t the  d is tr ic t's  representative to  the 
Federal A dv iso ry  C ounc il, w h ich  confers fo u r tim es a year 
w ith  the Board o f Governors on business cond itions  and makes 
recom m endations on issues a ffec ting  the System.

D irectors are responsible fo r  each Reserve Bank's budget and 
expenditures. They also review the annual in terna l aud it 
program o f the  Reserve Bank. The Reserve Banks also are 
audited by the  Board o f Governors.

D irectors prov ide advice to  the Bank's president fo r  meetings 
o f the Federal Open M arke t C o m m itte e—the  to p  m onetary 
po licy-m aking u n it o f the Federal Reserve System. They also 
play a d irec t role in the  fo rm u la tio n  o f m onetary p o licy . 
S pecifica lly , the  Federal Reserve A c t requires d irec tors  to  set 
the bank's d iscoun t rate every tw o  weeks, subject to  de te r
m ina tion  and review o f the  Board o f Governors. The d iscount 
rate is the in terest rate depos ito ry  in s titu tio n s  pay when b o r
row ing fro m  the Federal Reserve fo r  tem po ra ry , emergency 
or seasonal needs. By raising or lowering the  rate, the System 
can in fluence the  cost and ava ila b ility  o f m oney and c red it.

Overall, d irec tors  bring to  the Federal Reserve a broad range 
o f experience in management, co m m u n ity  goals, and develop
ments in the  financ ia l system and in local economies. That 
experience provides the  Federal Reserve w ith  a w ider range 
o f expertise and w ith  greater in fo rm a tio n  about com m u n ity  
needs than no rm a lly  w ou ld  be available to  a pu b lic  in s titu tio n .
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