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SUBJECT: A n drew  B r im m e r ’ s P aper, "E volu tion  and Im pact o f  M on eta rism  in the

Andy B r im m e r  is a fr ien d  o f m in e , but this paper is not a candidate 
fo r  the M onetary  E co n o m ics  H all o f  F am e.

It c o n s is ts  o f  two p arts . The f ir s t  is a borin g  recou n tin g  and 
in terp reta tion  o f  past published  m a te r ia l, often  with som e r e fe r e n c e  to 
the to p ic . The secon d  is a 3 -p age  set o f ’ ’ C oncluding O b se rv a tio n s1’ in 
w hich  he e sse n tia lly  says ’ ’W hile I have you  h ere , le t  m e  te ll you what 
I think o f  m o n e ta r ism . ” This was the se ct io n  rep rin ted  in y e s te r d a y ’ s 
W ashington P ost, but it b ea rs  only the s le n d e r is t  re la tion  to what went 
b e fo r e . The paper ch ro n ic le s  how m o n e ta r ism  has been  continually  
r e je c te d  by  the Fed, and the conclud ing m a te r ia l states that B r im m e r  
r e je c ts  it as w e ll. He resta tes  trad ition a l F ed  lin es  that the m o n e ta r ists  
a re  unconvincing and that fin an cia l m a tters  a re  v e ry  co m p le x  and req u ire  
c lo s e  m on itor in g  and rea ction s  by p o lic y  m a k e rs . A t a m in im um , one 
w ould  have exp ected  h im  to explain  p r e c is e ly  why he is u n con v in ced  by 
the ev id en ce  p rod u ced  by the m on eta r ists  and to advance som e  ev id en ce  
o f  his own.

I b e lie v e  that the f ir s t  part is a c o r r e c t  recou n tin g  o f  the even ts , 
and with the s ta ff at his d isp o sa l there is  no rea son  to su sp e ct  o th erw ise . 
The em ph asis  on the question  o f  quantification  in the FOM C is , h ow ever , 
h igh ly  m is le a d in g . I have read  the FOM C m inutes fro m  1923 to 1961, and 
w hile the published  d ire ct iv e s  m ay not have contained  any n u m bers , the 
FO M C ce rta in ly  had num bers in m ind , and the M anager ce r ta in ly  knew 
what these w e re . The 1950s w ere  perhaps the m o s t  ’ ’qu a n tified ” p e r io d  
e v e r . The FOM C w ould te ll the M anager to p rod u ce  fre e  r e s e r v e s  of, 
say, $250 m illio n , a llow ing  h im  to deviate to betw een  $200 and $300 
m illio n  i f  m a rk ets  w ere  d is o r d e r ly . He attended the m eetin gs  and heard  
th ese , even  i f  they w ere  not in the p u b lish ed  d ire ct iv e  (w hich is n ea r ly  
d evo id  o f  content).
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Tw o paragraph s o f  the paper m e r it  recou n tin g . The f ir s t , fro m  
page 17, d e s c r ib e s  the F e d ! s p o licy  p r o c e s s :

"In  oth er w o rd s , through r e s e r v e  a b sorp tion  o r  supplying 
op era tion s  in the m arket, the M anager o f  the SOMA attem pts 
to bring  about or m aintain  a d e s ira b le  set o f  m on ey  m a rk et 
con d ition s ( e . g . ,  ra is in g  or  low erin g  the 3 -m on th  T re a s u ry  
b ill  y ie ld  o r  rates  on F e d e ra l funds) with the exp ecta tion  that 
the in term ed ia te  m on eta ry  v a ria b les  ( e . g . ,  bank c re d it  or 
m on ey  supply) w ill co n tra ct  o r  expand at a rate con s isten t 
with the requ irem en ts  o f e co n o m ic  s ta b iliza tio n . F o r  each  
FOM C m eetin g , the sta ff p rep a res  an an a lysis  o f the r e la t io n 
ships lik e ly  to p re v a il am ong m on ey  m a rk et con d ition s , in te re st  
ra te s , and the m on eta ry  a g grega tes  o v er  a com in g  p er iod , 
in d icatin g  the grow th rates  in va riou s  ag grega tes  exp ected  to 
be a s s o c ia te d  with each  o f  s e v e r a l d e sc r ib e d  kinds o f  m on ey  
m a rk et con d ition s . M

The secon d , fro m  page 65, g ives the f la v o r  o f B r im m e r ’ s o b je c t iv e  
an a lysis  o f  the d evelop m en t o f  m o n e ta r ism  at the F ed.

"B ut taking the F e d e ra l R e s e rv e  Banks as they a re  today, I 
w ould con clu d e  that a ll o f them  (with the excep tion  o f  St. L ou is) 
rem a in  h igh ly e c le c t ic  and p ragm atic  in their con cep tion  o f  
the tasks o f  m on eta ry  m anagem ent. They a p p recia te  fu lly  the 
d ifficu lt  p rob lem s  o f  using m on eta ry  p o licy  as an instru m en t 
o f  e co n o m ic  sta b iliza tion , and show no signs o f  being led  a stra y  
by  s im p le  p re sc r ip tio n s  as to how they should p e r fo r m  these 
j o b s . n
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