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Congress whet 4o de 0

'Hands off the Fed

Once again, Congress is looking [nto changing the way the
natlon's Federal Reserve Board works. Congress shouldn't.

One of the proposals before Congress is to change the way
the presidents of the 12 regional banks are selected. Yet there is
nothing wrong with the way it is done now.

Presently, the regional bank presidents are chosen by nine-
member boards: three representing member banks,; three repre-

-sentlng the public; and three appointed by the Federal Reserve
oard of Governors. The problem appears to be that none is

elected by Congress.

The Federal Reserve seems to work. Let's leave it alone.

The nation needs a Fed free of short-term political influence
and free aiso to make the difficult, unpopular long-term decisions
that elected officials often find too painful to carry out.

Very simply, the Fed, through its regulation of money supply
and interest rates, attempts to create a stable economic environ-
ment and thereby minimize uncertainty. As a result, the American
people can make fundamental economic decisions that foster the
saving and investment which, in turn, increase productivity and
ensure higher growth and improved living standards over the long
term.

The Fed's Board of Governors s selected by the President of
the United States —although not always the same President—
which would seem to obviate the need for further political input
into the system. Or, shouid we change the U.S. Supreme Court
every time a new President is elected, too?

Running the Fed is no easy task. It's a tightrope walk
between too much -expansion and just enough— with conse-
quences that would make it akin to performing without a net. Itis_
not a job for elected officials.

The Fed's independence may grate sometimes on the

nerves of some politicians. But, like the equally independent

~»Bundesbank, it is the envy of many nations. Giving elected officials

.

additional power over the Fed politicizes the process of setting

interest rates and determining money supply. And make no mis-

Take. These are not arcane functions, of interest (no pun intended)
only to economists and bankers. They affect every American.

For example, if you're looking to buy a house or sell one,
interest rates are often the determining factor in such a decision.
Starting a business, or expanding one? You may need to borrow
money and, again, you'd be concerned about interest rates, The
same would be true if you wanted to modernize a plant—or your
kitchen. In short, the Fed impacts our lives in very different and
very direct ways.

Politicizing it makes absolutely no sense. The Congress has
enough to worry about and should leave well enough alone.
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