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THE SUBCOMMITTEE ON DOMESTIC FINANCE OF THE HOUSE BANKING AND 
CURRENCY COMMITTEE RELEASES "PROPOSALS FOR IMPROVEMENT OF THE 

FEDERAL RESERVE" 

The Domestic Finance Subcommittee today submitted for c i r c u l a t i o n and 

discussion a set of correct ive proposals to strengthen the Federal Reserve 

System. A l l of the Democratic members of the Subcommittee joined in th is 

act ion. The Republican members did not jo in i n the release. 

The Democratic members of the Subcommittee are Wright Fatman, Chairman, 

( D . T e x . ) , Henry S. Reuss (D .Wisc . ) , Charles A. Vanik, (D.Ohio) , Claude Pepper 

( D . F l a . ) , Joseph G. Minish (D .N.J . ) , Charles L . Weltner Q . G a . ) , Richard T . 

Hanna ( D . C a l i f . ) , and Charles H. Wilson ( D . C a l i f . ) . 

The tex t follows: 

"PROPOSALS FOR IMPROVEMENT OF THE FEDERAL RESERVE 
SUBMITTED FOR DISCUSSION BY THE SUBCOMMITTEE ON 

DOMESTIC FINANCE" 

"We have heard considerable testimony on the Federal Reserve System. 

The testimony strongly suggests that some revision of the System is indicated 

to improve future monetary pol icy and thereby our economy's performance, in 

accord wi th the Employment Act of 1946. A set of correct ive proposals which 

emerges from the testimony given before the Subcommittee is presented herewith 

for fur ther consideration. 
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lfWe are not suggesting, of course, that these proposals cannot be 

improved upon. While the Subcommittee has not se t t l ed on any specif ic 

proposal, i t intends to consider the ent i re set in public hearings a f t e r the 

next Congress convenes i n January 1965. The proposals, though prel iminary 

and t e n t a t i v e , are c i rcula ted at th is time to al low for f u l l study and 

discussion by the Congress, the Executive Branch, the Federal Reserve, and 

the publ ic: 

A . To Emphasize the Public Character of the Federal Reserve: 

1. Provide for the retirement of the Federal Reserve stock. 

2. Vest a l l power to conduct open market operations i n the 

Federal Reserve Board. 

B. To Increase the Effectiveness of Monetary Pol icy by Assuring the 
Recruitment of an Outstanding Federal Reserve Board and an 

Adequate Response to Advances i n Economic Knowledge: 

1. Remove the present requirement that the President , in 

select ing Governors of the Federal Reserve Board 

' . . . . s h a l l have due regard to a f a i r representation 

of the f i n a n c i a l , a g r i c u l t u r a l , i ndus t r i a l and commercial 

interests and geographical divisions of the country.1 Instead 

require only that the Governors be men of i n t e g r i t y devoted 

to the public in te res t . 

2. Reduce to f ive the number of Governors of the Federal 

Reserve Board. 

3. Reduce to f ive years the terms of o f f i c e of the Governors 

and allow for reappointment. 
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4 . Hake the term o f the Chairman o f the Board o f Governors 

coterminous w i t h t h a t o f the P res i den t . 

5 . Raise the s a l a r i e s o f the Governors. 

C. To Insure Pub l i c Con t ro l Over the Expendi tures o f P u b l i c Monies: 

1. Prov ide f o r a p u b l i c a u d i t by the Compt ro l l e r General o f 

a l l expendi tures by the Federa l Reserve Board and the 

Reserve Banks. 

2 . Prov ide f o r pay ing i n t o the Treasury as miscel laneous 

r e c e i p t s a l l c a p i t a l gains and i n t e r e s t rece ived by the 

Federa l Reserve from U. S. Government s e c u r i t i e s . 

3 Au tho r i ze app rop r i a t i ons by the Congress o f the expenses 

o f the Federa l Reserve Banks and the Federa l Reserve Board. 

D. To Prov ide S t a t u t o r y Gu ide l ines f o r Monetary P o l i c y and Assure 
C o - o r d i n a t i o n o f A l l o f the Governments Economic P o l i c i e s i n 

Ach iev ing the Goals o f the Employment Act o f 1946. 

1. Require t h a t the Pres ident set f o r t h i n h i s p e r i o d i c Economic 

Repor ts , i n con junc t i on w i t h h i s recommendations on f i s c a l 

and debt management p o l i c y , gu ide l i nes concern ing monetary 

p o l i c y , domestic and f o r e i g n - - i n c l u d i n g the growth o f the 

money supp ly , as de f ined by him — necessary t o a t t a i n the 

goals o f maximum employment, p r o d u c t i o n , and purchas ing power 

o f the Employment Ac t o f 1946. 

2. Express t l ie sense o f Congress t h a t the Federa l Reserve 

operate i n the open market so as t o f a c i l i t a t e the 
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achievement o f the Pres iden t 1 s monetary p o l i c y ; and 

requ i re t h a t the Federa l Reserve, i f i t s monetary views 

and ac t i ons d iverge from those recommended by the 

P r e s i d e n t , f i l e w i t h the Pres iden t and the Congress a 

statement o f reasons f o r i t s d ivergence, i n form l i k e 

the P r e s i d e n t ' s Economic Repor t . 

E. To A l l ow f o r Greater S p e c i a l i z a t i o n i n Per forming the Monetary 
Con t ro l Func t ion : 

1. Permi t the Federa l Reserve Board to concent ra te on monetary 

p o l i c y by t r a n s f e r r i n g i t s present bank superv iso ry 

f unc t i ons t o the Compt ro l le r o f the Currency, the FDIC o r , 

a l t e r n a t i v e l y , t o a newly c rea ted Federa l Banking a u t h o r i t y . 

############ 

I n a d d i t i o n to the fo rego ing p roposa ls , the Subcommittee recommends t h a t 
the f o l l o w i n g quest ions p e r t a i n i n g t o Federa l Reserve opera t ions be s tud ied : 

(a) The ex tens ion o f c o n t r o l over reserve requirements so as to 
cover a l l commercial banks. 

(b) The opening o f the d iscount window t o a l l commercial banks. " 
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