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"A WINDOW ON THE WORLDM
Hugh D. Galusha, Jr.

President
federal Reserve Bank of Minneapolis

When I was asked to speak to the Chamber, I was given carte hlanche in
the cholce of subject matter. This is a marvelous onnortunity for an insti-
tutional sneaker, whose cubject matter is usually limitad by the particular
circumstances of his apnearance. After eight months of either having to
inspire young bankers or scare old ones, alternated with tea leaf readings
of the future of our economy, it seemed like a heaven-sent chance to take
stock and give you and myself a view of the Federal Reserve Bank of
Minneapolis and the System to which it helongs. This is not the first
chapter of my memoirs, although Mr. Patman and other critics of the System
hope they are writing the last chanter. Rather, it is the pause one always
takes on the way up a mountain when the first level spot on a shoulder has
been reached -- a pause to look back, see where you've teen, and then
measure it against the heights ahead.

The title to this little excursion is not fancy rhetoric. But first
let me give you some personal history. As you know, for twenty-four years
I had an exciting and rewarding career as a CFA and a lawyer. OCver the years
our firm grew and my professional horizons expanded, with a moderate accumu-
lation of directorships at my belt. These, you know, are the coups or scalps
of modern business -- even for parasites on the body politic, as my father
was memorialized *v a Federal district judge. But it was a comfortable,
stable, assured nath 1 had laid sut -- this I want to emphasize.

Among these directorshins was one on tha Board of the Federal Reserve
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Bank of Minneapolis. This proved to be an exhilerating exverience, and one 1
approached with increasing enthusiasm. 1 anticipated each meeting, and spent
considerable time in preparation. To one in my profession, it was duck soup.
All businessmen love to gossip -- although it is glorified by the term,
"economfc intelligence'". I was, and am, no exception. Intellectual curiosity
is a quality most of us share -- along with monkevs, chimpanzees, and the
larger anthropoids.

And then Fred Deming left. Who was to succeed him? The list of candi-
dates was long and impressive, but gradually we worked our wav along the
glittering array. One morning I was seated at my desk when I received a call
from a fellow director, who after some conventional expressions of caution
designed to mollify me in advance, said he and several others of my fzllow
directors had decided I would be a good candidate -- to which I immedtately
replied with a loud and vulgar sound, I had my future planned. No, he in-
sisted, 1 should reserve judgment until they had a chance to visit with me.

A week later I came in for a meeting, having assured my wife that nothing,

but nothing, would ever take us away from our beloved mountains. I was wrong.
Atherton Bean was the ultimate convincer. It was he who referred to the
position as 'a window on the world" -- and to that phrase and my simian
curiosity can blame be laid for my defection from Montana.

And truly, it has proven to be just that -- a window on the world.

But this is not a personal possession. Rather, it Is an essential cuality of
the Federal Reserve Bank of Minneanolis -- a quality inherent in the scope
and ohjectives of each of the Tederal Reserve Banks. This cuslity -- a
reruirement imnosed bv the latelMr. N. E. Folter of our city, and the othars

of the Citizens League whe, with their fellows in other states, azxitated Sor
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the organization of the Federal Reserve Systam -- reflected their determina-
tion to devise a central hanking system that would at once te responsive to
local or regional nressures, but with the elasticity of a national system.
Out of their efforts came tke Federal Reserve System -- consisting of twelve
regional banks, each with roots firmly {mbedded in the aconomic structure

of the states cbmnrising the district, and with the Board of Governors as a
central, whollv national coordinating agency. Lord knows, there arz manv
structural weaknesses and {mbalances of authority and emnhasi{s {nherent In
the statutes. But like the lady preacher of whom Samuel! Johnson otserved --
it was not so remarkable that she preached badly, but that she preached at
all. We can take pride in the fact that, on the whole, the System has
worked, even though sometimes tadly, sometimes tardily, and sometimes
rrecipitately.

Its strength, and some of {ts weakness, i{s the essential nature of
the deliberative, dialectic process of interchange of ideas and views among
the twelve i'residents and the seven Governors. Yes, there are weaknesses.

To develon a consensus among nineteen disparate individuals recuires time and
a watering down nrocess that sometimes justifies the '"too little, too late"
criticism of those who would prefer a simpler, i{mmediately responsive monetarv
authority.

But responsive to whom -- that is the dilemma of our time. At the
present time, oninfon filters through the twelve district windows, with tut
one glass to impair vision of the economic scene. 1If these were to be renlaced
by a natfonal conruter syvstem and a nroliforation of the staff at the Board of
Governors, would the process te fmnroved? Tt might be faster -- but the

nuances, the emotlonal tcne of the businecs communtty, would be lost.
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But it works both ways. This is not one of those windows used in
psychology clinics that permit only one-way vision. Each bank has a responsi-
bility to contribute to the level of economic knowledge of its district.

There are many influences at work shaping our economic destinies. Some of
these, like the steel pressures earlier this past fall, Vietnam, the deficit
in our halance of payments -- are at least known to many in the banking and
business world of our district -- I suspect to a greater degree than the
experts are willing to admit. Theres are many of these influences, and their
number {s not a constant, but constantly changing. There is now universal
recognition that change is a fact of life; we are less aware, or rerhapos
willing to admit, that the rate of change has undergone continuous accelera-
tfon in all fields. 1In 1650 the world population totalled atout 5CC million.
It doubled in the period from 1650 to 1850, and has more than doutled in the
last 100 years. Man's knowledge has more than kept pace with this rhenomenal
increase -- we have learned more in the past 50 years than in all the centuries
of time. 1If ever there was a time in the world when there was a rremium to be
placed on flexibility, it is now. The confusion between conviction and
prejudice is a very real deterrent for survival. Attitudes toward the tole
of government, the resnonsibility of the individual, are matters of deep con-
cern to each of us -- matters which should te discussel candidly, obtjectively
and freocuently. There never has been a well-ordered world, much as mankind
yearns for a world with everything in its place and a place for evervthing.
There i{s no pnlace remote, no place where man can hide from {avolvement with
his fellowman. Anyone who was aware of the consecuences of the power black-
out in New York, and then the transit strike, could not fail to be aware of

our mutual dependency.
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Last September 1 toured the state with a group from the M'mnesota
Bankers Assocfation. At Sleeny Eve, the following remark was made -- who
ten vears ago would have connsidered the plight of the British pound a major
influence on interest rates {n Sleepv Eye? That this remark was picked un
by the London %conomi{st 1s probably at least as much attributable to the town

i1s esnecially significant that a

T

name as the import of the sentence. Dut i
cony of the Teenomist containing the cuote was mafled to me by resfdents of
Helena, who nicked {t u» in Isra=sl and mailed it to me from there. It is
{llustrative of the changes that have taken nlace in our lives that residents
of Hlelena ara now apt to be anywhere in the world, and followers of a newsnaper
of such esoteri{c anmpeal as the London Economist.

Bits and pieces -- these are the stuff of monetary policv, as well
as moct rusinaess decisions of my exnerience, for out of these tits and nleces
of inforrmation emerges the wmosaic of knowledge. And who is to say what 1s
imnortant and what is unimportant? Sleeny Eye must be represented even as
195 Broadway is. This 1s the function of the federal Reserve Bank of

Minneapnlis, and 1t is mv job to see that this function is fully dischare~d.
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