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Mr. PATMAN. Mr. Speakasr, high
interest rates and tizht money and spe-
cial interest monetary policy must share
a large part of the blame for the frus-
trations cf the psepie in the slums and
the ghettos of this Nation.

It is no wonder that we read of riots,
of disturbances, of massive frustrations
in {he areas occupied by these forgotten
Americans, It is no wonder that there is
so much talk of unfulfilled promises, un-
fulfilled hopes, in the slum areas of this
Nation.

Mr. Speaker, a large part ¢f the re-
sponsibility for these unfulfilied promises
reses as the feet of our conumerecial bank-
Ing system and our monetary policles
which have priced credit—and the things
credit can provide—out of the reach of
the poor and the low-income people.

Mr. Speaker, it is a well-known fact
that the banks do not provide eredit to
people who live in what {s ccmmonly
called the “ghetto areas” of our cities.
The banks will not even consider a loan
to a person or a business in these areas.
The residents of these areas—many cof
thein now riot-torn—are left at the
mercy of the loan shark and the other
merchanis of high and usuricus interest
rates.

Even such iliustrious publications as
Life magazine are bezinning to rececognize
the tremendous burden placed on the
consurmer by high Interest rates. The
current issue of Life carries an excellent
editorial denouncing loan-sharking and
demanding strenger laws on credit. This
editorial relates a credit transaction in
which a worker in Jersey City, N.J ., Was
forced to pay $297 interest on a $123
television set.

Incidents like this are all t20 common
throughout this country. They are multi-
plied in the low-income areas as the
unserupulous eredit merchants—backed
by the banks—prey on the poor.

One of the country’s experts on the
poor—Dr. David Caplovitz of Columbia
University recenrtly described the prob-
lem in this manner:

Much more despicable, I think, are the
tiy-by-night companies which send thetir
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canvassers lnto the ghetio to sell such ex-
pensive commcdities as encyclopedias, pots
and pans, deep freezers and vacuum clean-
ers. These companies specialize in sharp
practices. Once they make their dishonest
sales, they quickly seil their paper to finance
companies and benefit from the immunity
that the law now gives them from further
responsibiiity for the sale. And I should point
out that thesz disreputable companies could
not long survive without the collusica of the
equally disrzsputable finance companies and
banks wiilch buy thair paper.

These financial institutions must share
the blame for the exploitation of the poor,
fer they hnow ail too well that they are
buying “kad’ paper, that is, dishonestly ob-
tained contracts, and yet they do so anyway.
Aund when we ask the further queastior of
where the finance companias get the funds
that they need to operat?, we soon discover
that they often borrcw from highly re-
spectable vanks, Thus, the so-called respect-
able financial community Is also a party to
tiie exploitation cf the pcor.

High terest rates—as Is always
the case—have hit the poor and low-
income people the hardest. While
the Congress hzas dene nothing on
mcnetary policy—high Interest rates
have squeezed the people in our slums
and have destroyed their hopes. Is it any
wonder that they are frustrated and
soreily disappointed at a society which
allows the Federal Reserve System and
the banks to imipose such usurious inter-
est rates. ’

Mr. Speaker, the origin of much o¢f
this frustration was contained in the
Federal Rescrve Beard's announcement
of December 6, 1965, that it was inpos-
ing a 37!,-rercent increase in iatavest
rates on tiie American pecple.

This announcement was a virtual
death warrant to the hopes of clearing
out the Nation's slumis and providing
decent housing. It was a death warrant
for thousand of pubklic works proiects
which could not be financed at the high
and usurious interest rates demanded
by that December 6, 1985, action. Even
the construction of schools had to be
foregone because of high interest rates.
The newspapers and the bond market
publications are rilled with story after
story of bhond issues canceled or post-
poned because of high interest rates.

Mr. Speaker. Newark was forced to
cancel a $15 million bond issue shortly
before {ts slum arcas were wracked by
a severe riot. The city's finance director
is quoted in the Wall Street Journal as
saying:

The prime factor in cur dacision was th
fnerensing interest costs munieipalitics hay
had to pay ... In recent weeks.

City after city is faced with the same
problem, They are unable te raice funds
because of high interest rates.

Tor example, New York State, last
week, canceled a $49.9 million bond is-
sue £3 Znance low-rent housing projscis.
State Coemptroller Arthur Levitt was
quoied as saying that he ““‘deemed the
posiponement advisable in view of cur-
rent conditions in the tax-exempt bond
mariat.”

Mr. Speaker, these are but a few ex-
amples of how high interest rates—and
the resulting tight money—have set this
couniry back in its efforts to cdo some-
thing for the poor, tae low income, and
moderate income families.

In 1965 alone, the American people
paid $368.2 billion in excess interest
charges because of mistaken Federal
Reserve Board policiss. Mr. Spezker, it
takes no great imagination to see what
$36 billion would have done for the slum
areas—both in our cities and in our
rural areas.

Considering only the Federal budget,
the excess interest charges are stagger-
ing. Let me quote from the testimony of
Charles L. Schultze, the Director of the
Bureau c¢f the Budget, before the Ways
and Means Committee earlier this year:

We estimate that the increasing shortage
of credit funds and rising interest rates ex-
perienced last year are adding approximately
$3 billion to the Federal budget for fiscal
year 1967 as a whole.

Mr, Speaker, this $3 billion represents
cnly the increase resulting from the De-
cember 1965 Federal Reserve action. It
does not take into account the tremen-
dous increases in interest rates since
President Truman left office it1 1932, If we
still had the low interest rates of the
Truman administration. we would be
payving about $6.7 billion less in interest
on the national debt each year. In cther
words, we would be paying $7.5 billion
instead of the $14.2 billion which is Msted
in the current budget.

Mr. Speaker, I place in tl.e Ructons a
chart which shows what has happened
to yields cn long-term Governme:t cb-
ligations since 1939. This chart shows
that for 14 years under Presidents Roosc-
velt and Truman—from 1939 through
1952—the country was able to finance
its long-term obligations at 2': percent
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and below. Begiuning in 1953, under
President Eisenhower, the interest yields
skyrocketed. This chart shows a startling

contrast bctween the two 14-year

perlods:

Yiclds on long-lerm Governmenl bonds 1939

to present
[Percent per annum]

Yeurs: Yield
1030 o rem e emeemmmmacam 2.36
1940 cm e cceecc e 2.21
1941 e maaaam 1.95
1942 o e 2.46
1948 oot c e ——— 2.47
1944 i ceecmceeo 2.48
1048 oo ecceccec——aa 2.37
1946 e e ccecc——e— 2.19
1047 e cccvecna———— 2.256
1948 e ciceec e~ 2.4
1949 e e 2.31
1950 e necdeeccacc—ana 2.32
1951 e 2.57
1982 c e 2.68
1953 wcencmeccccccmcccencnacn—————- 2.94
1954 56

Average for 14-year period (1953-

66)

Mr, Speaker, the fact is the American
people have paid about $43.2 billion in
excess Interest charges on the national
debt alone since 1951. Again, all of us
in the Congress know that this money
could have done great things for the
cities and the rural areas had it not been
wasted on excess and unnecessary in-
terest rates,

Mr. Speaker, many may wonder about
the priorities of the U.S. Congress. Here
we are willing to accept monetary pol-
icles which cost the American taxpayers
$43.2 billion in excess interest charges.
Yet, we are unwilling to even consider
$40 million to kill the rats in our slums.

In other words, the 90th Congress is
willing to let both the rats and the bank-
ers take their bites out of the American
people.

The high interest rates and the tight
money reduced new housing starts to 1.2
milijon in 1966—a drop of more tian 20
percent from the previous year. This
came at a time when the country needed
at least 2 million housing units just to
keep up with current demand. So with-
out question, many of the frustrations
about poor housing conditions can be
traced directly to high interest and tight
money. Nothing is more damaging to the
construction industry than higit interest
votes.

Monetary couditions have continued
o zlow housing in the first 8 months of
1987 and, today, we are building new
boties at an aunual race of only 1.3 mil-
tisi, This is much too slow to meet cur-
vent demand and it Is totally inadequate
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in correcting the critical housing situa-
tions of our urban areas.

Many of the people who live in the
slum areas are construction workers and
they have been deprived of jobs as well as
homes by the high interest, tight money
policy that has been in effect for 18
months. For these people the frustration
is double-edged.

Since 1951, interest charges have taken
an increasing bite out of the wage earn-
ers’ checks, In 1966, the American peo-
ple paid about $82.7 billion for interest.
A large part of this can be charged off as
excessive and unnecessary interest re-
sulting soleiy from Federal Reserve
policies.

In fact, if interest rates had been kept
at their 1951 levels, the American pecple
would have paid only $46.5 billion in in-
terest—instead of $82.7 billion—in 1966.
This means that they paid $36.2 billion
in excess interest.

Mr. Speaker, I place in the RECORrRD a
chart which shows the excess interest
charges which have been imposed each
year since 1951:

NET PUBLIC AND PRIVATE DEBT, TOTAL INTEREST PAID,
AVERAGE RATE OF INTEREST, TOTAL INTEREST AT 195!
FIGURES, AND EXCESS INTEREST PAID (1951-66)

w'oloeo|le|leol|l®
! Com-
puted | Interest
average | costs Excess
Total | Interest | interest | figured | interest
Year | debt pai paid | at1351 | (above
. (hillions) ; (hillions) | (col. 3 com- 1951
' divided { puted rates)
by col. rate
1 )
$17.8 1 3.397 $17.8 0
19.7 3,548 18.9 £0.8
21,91 3.734 19.9° 1.0
23.7 3.3713 20.8 ; 2.9
26.0| 3.867 22.8 ) 3.2
29.8 4.2]2 24.9 5.3
34.0 4,601 25.1 9.9
36.0 4,600 2.0 9.4
40.8 4,821 28.7 12.1
45.7 5.134 30.2 15.5
48.4 5. 107 32.2 16.2
§3.4 5.238 3.6 18.3
§9.8 1 5.452 3.3 22.5
- 68.5 5.663 39.9 28.6
. 74.0 §. 825 43.2 30.8
82.7 6.044 46.3 36.2
Total..ooo...... sz T N
Note:
Total, cot. 3... ... __. .___....... $680.200, 000,000
Lesscol. S oo oo $468, 500, 6C0, 000
Excesscost........ .. ...-- $211,700, 000, 0O
Average excess interest cost each
YOA e oot ccaeaaeaaae e $14, 110, €00, CCO

Mr. Speaker, these figures plainly es-
tablish that high interest rates have
been a burdensome tax on the low- and
moderate-income families. High interest
rates have deprived these ceople of huge
chunks of their wages and at the same
time have prevented the construction of
needed housing and other publie works.

Under these circunstances, it must be
indeed frustrating for the low-income
people of this Nation to watch while the
Congress sits idly by and lets the Federal
Reserve defy the laws of the land. Un-
doubtedly, it is frustrating to these peo-
ple when they see the Federal Reserve
defy the President and the Congress of
the United States and impose monetary
policy contrary to the general economic
policy of the country.

The Pederal Reserve has acled as de-
structively as the worst of the rioters.
And the resulting destruction to the
economy has far exceeded the damage
from all the riots. The Federal Reserve's
December 6, 1965, definance of the Pres-
ident wiped out the chance to build 500.-
000 new housing units in 1966—{ar more
than have been burned or destroyed in
all the riots combined.

The time has come for the Congress
to take whatever actien is necessary to
stop the defiance of the law, both by
the rioters in our cities and the Federal
Reserve System. It is time that our cities
and our monetary policies be operated
within the law. We cannot afford open
deflance and rebellion in either area.

Mr. Speaker, this Congress must meet
its responsibility to lighten the heavy
burden of interest rates—especially on
the poor and low-income groups. We
must meet our responsibility to lower
the interest charges on Federal financing
so that additional funds will be freed for
public housing and other needed public
works.

SHORT-TERM INTEREST RATES IN-
CREASED 358 PERCENT AFTER
PRESIDENT EISENHOWER TOOK
OFFICE

Mr. PATMAN. Mr. Speaker, a few days
ago, I inserted in the Recorp a table
documenting the $43.2 billion in excess
interest charges paid on the national
debt since 1951. These have been exces-
sive, unnecessary, and usurious interest
charges which have been allowed under
the regime of Chairman William Mec-
Chesney Martin of the Federal Reserve
Board.

Actually, the origin of these present ex-
tortionate, excessive, and in some cases
usurious interest rates can be traced di-
rectly to the administration of President
Dwight Eisenhower. It was President
Eisenhower who, either through design
or bad advice, let the Federal Reserve
Board seize its so~called “independence.”’
Today, Mr. Speaker, I want to discuss
the tremendous increase in interest rates
which has been imposed on short-term
borrewings by the Treasury Departiment.

We do not have a limitation on the
interest that may be paid on short-term
borrowings and, as a result, the interest
rates on this type of Government secu-
ity have practically gone through ths
roof.

Since 1929, the U.S. Treasury has is-
sued $1,664,000,000,000 worth of 3-month
Treasury bills, On this sum it has paid
almost $9 billicn in interest.

Once again, there is a startling con-
trast between the 1l4-year periods—the
first from 1939 through 1932 and the sec-
ond from 1953 through 1966.

For the l4-vear period 1939-1932, the
Treasury issued $537.3 billion worth of
91-day Treasury bills and paid a total
interest of $1.147 billion.

For the second 14-year period. from
1953 through 1966, the Treasury issued
$1.007,800,000.000 and paid a total inter-
est of $7.051 biliion.

Mr. Speaker, I place in the Recorp a
table showing the averagze annual yicid
on 91-day Treasury bills since 1939:



Anaraye annnal gicid on J-dey Treacury Gills

Veur: Yield
1939 oo . weemmmma e ae .= 0,023
e ... .014
L T PR . 103
Y e deio--. .338
L i emmaas P 41
3 P .375

Average yield (14-year period) . 645

.931
. 953
. 753
. 653
. 267
. 839
. 405
. 928
. 378
. 778
. 137
. 549
. 954

811

Average yield (14-year periocd). 2.797

Mr. Speaker, this has been a tragic
and unnecessary waste of the taxpayers’
money. It is obvious that the Federal
Reserve Board—working with the Roose-
velt and Truman administrations—was
able to keep interest rates down from
1939 through 1952. And we should re-
member that this was a very difficult
period for the country—a time of depres-
sion, a time of war, and a time of post-
war recovery. We had all types of eco-
nomic conditions and yet we kept inter-
est raies down.

Therefore, it is obvious that the high
interest rates which are imposed on the
people today are the result of a calcu-
lated design. They have been raised by
the manipulations of the Federal Reserve
System and no one can contradict the
fact that the Federal Reserve could
bring these rates down tomorrow morn-
ing if it so desired.

However, Mr. Speaker, it is obvious
that the Federal Reserve will not do this
voluntarily. It will require action by the
Congress to get results. It is up to the
Congress to wipe out the myth of the
“independence” seized by the Federal Re-
serve under President Eisenhower and
to take whatever action is necessary to
reduce intervest rates.

Mr. Speaker. I place in the Recorp a
table showing the interest that has been
paid on 91-day Treasury bills since 1939.

Mr. Speaker, translating these figures
into everyday terms, it can be shown that
the american taxpayer, from 1929
throush 1952, paid only $1.95 in interest
< each $1,000 worth of 91-day Treasury
‘1.5, But in 1953—with the advent of the
enliower administration—this fisure
- Lrocketed. As a result, in the second
-.-cear period—I1933 through 1966—the
Treasury—that is. the American people—
D to pay $6.99 interest for every $1.000

“th ol 91-day biils issued.
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ALGUNT OF 3-MONTH TREASURY BILLS ISSUED ANOD
INTEREST PAID BY FISCAL YEARS l939-6767

Amount Inlerest
Fizcal year issued paud
Cbillions) (mliions)
5.2 30.3
5.4 .4
5.3 .6
6.8 4.2
32.5 20.7
3.0 31.2
66. 1 62.7
68.1 64.6
66,7 €3.4
53.6 132.1
48.9 139.2
50.9 140. 1
54.5 190.2
64.1 257.3
587.3 1,147.v
73.1 3501
789 269.4
79.5 234.3
83.2 a34.9
88.3 670.3
88.8 §39.5
78.4 497.7
60.1 5583.9
55.4 3313
80.2 722.2
67. 492.2
66,1 976.7
62.9 §94.1
66. 3 723.4
1,007, 8 7,059

Reducing this to percentages, it cost
358 percent more to finance 91-day
Treasury bills in the period 1953 threugh
1966, as compared to the 1939-52 period.

FEDERAL RESERVE SEIZED “INDE-
PENDENCE” UNDER EISENHOWER

Mr. PATMAN. Mr. Speaker, in recent
days I have placed in the Recorp detailed
data proving that the American people
have been saddled with $211 billion in
excess interest charges over the past 14
years.

The beginning of this upward trend of
interest rates can be traced back to the
early days of the administration of
President Dwight Eisenhower.

President Eisenhower was the first and
the only American President who re-
gardad the Federal Reserve as a separate
and “independent” arm of the U.S. Gov-
eroment. Mr. Speaker, I quote from a
news confarence of October 5, 1956, in
which President Eisenhowecr—for the
first time—publicly, and mistakeniy,
lakbeiled the Federal Reserve as an in-
depeadent agency:

Mrs, MuCrzarpon. Well, the Treasury De-
partment and the Feoderal Reserve Board.
uncer your administration. have contributed
©o raising the inrerewi raites all over the
country.

The PrRESIENT. T0 what extent is
eral Reserve Board under my control?

Mrs. McCLENDON. Well, T would imagine—
I don't know, sir. but I would imngine you
would have some intluence.

The PRestweNT. The only thing I am get-
ting at Is don't start out with a premise that
sn’t quite correct. The Federal Reserve Board
is not under my control, and I think it is
proper that the Congress did set it up as
an independent agency,

Mr. Speaker, this excerpt from the
news conference plainly shows President
Eisenhower’s sadly mistaken views about
the Federal Reserve System. Mr. Elsen-

he Fed-
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hower's views. as expressed in thiz news
conference, gave the Federal Reserve
Board and its chairman. William ¥ec-
Chesney Martin, the opportunity they
had long sought. They moved throui
this opening and seized their “indevend-
ence.”

As a result, Mr. Speaker, we have had
round after round of interest rate in-
creases cloaked in the immunity of thi-
so-called “independence” which wa3
seized during the Eisenhower adminis-
tration. President Eisenhower's atti-
tude—and the attitude of the Republican
leaders—changed the basic thrust of the
Federal Reserve System, leading to op:=n
defiance of directives from the Congrass
and the executive branch.

No law has ever conferred indepec:ud-
ence on the Federal Reserve System. Ths
word “independence” is not mentioneq
in the Federal Reserve Act. The colid
truth is that any “independence” thai
the Federal Reserve exercised is seized
independence—seized from the American
peoble.

The absurdity of the claim of Federal
Reserve independence is evident in every
basic document from the U.S. Consti-
tution to the Federal Reserve Act, in-
cluding all of its amendments.

Let me just call the attention of my
colleagues to the Constitution. The Con-
stitution clearly, and without question,
vests the monetary powers of the Nation
in the U.S. Congress. Article I, section 8,
clause 2, of tire Constitution provides:

The Congress shall have Power . .. To bor-
row money on the credit of the United States.

Clauses 5 and 6 empower the Congrecs
“to coin money, regulate the value there-
of, and of foreign coin.” Clause 18, em-
bodying the so-called incidental powers.
provides that the Congress shall have the
power “to make all laws which shall ba
necessary and proper for carrying into
execution the foregoing powers and all
other powers vested by this Constitution
in the Government of the United States.
or in any department or officer thereof."
Article II, section 1, clause 1, states:

The executive Power shall be vested in a
President of rhe United States of America.

This language is erystal clear. There
can be no mistake about what the Cor:-
stitution says in this area. I challenge
anyone to show me any interpretation
that contradicts she very plain fact that
Congress has the responsibility of estab-
lishing the laws for carrying out the
menetary powers and that the Pieside::®,
vested with the executive powers. ha: ',
responsibility of carrving out ixe laws
established by Congress.

Mr. Speaker. the administrations of
Frankiin D. Roosevelt and Hovew S, T
man did not let the Federa! Reser s
away with claiming “independence.” s
a result, intersst rates were Rept iow
throughout tiie Roosevelt and Truii~n
adininiscraions.

Of course. the Federal Reserve d'd
make aitempts to seize independunce ha:
they were stopped by the.e Democratic
acministrations.

In March of 1951, the Federal Reser—o
Board attempted to completely k
control of tire monetary policies

Ve
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country in defiance of President Truman.
President Truman, however, met with
the Board and demanded that it main-
tain the 2'>-percent interest rate on
long-term Government sccurities, a rate
which had continued in effect since the
1939’s. President Truman won that show-
down, thus saving the faxpayers billions
of dollars. The country is lucky that it
nad a courageous, Demacratic President
willing to stand up for ti:e people against
the special interests.

The Federai Reserve Board ti:en bided
its time uniil the inauguration of the
Eisenhower administration. In 1953, as
Fresident Eiseraowsr was being inaugu-
rated, the Federal Reserve Board laid
plans to ccmplete its totcl seizure of
menetary aifairs. Later that year, the
Federal Reserve Board, with the acqui-
escence of the Republican administra-
tion, started operating on the basis of
its seized independence.

The actions—or mayhe more correetly,
the inactions—of the Eisenhower admin-
istration have cost the American people
tremendous swms. For example, if the
interest had been kept 2t the 1952 level
of the Truman administration, we would
be paying only $7.5 billion annually on
the national debt instead of $14.2 billion.
We could have done tremendous good
with this sum of money. Certainly, we
could have done something more pro-
ductive than paying interest.

Since tie unconditional survender of
the Eisenhower administration in 1953,
the Federal Reseirve Board has become
more and more defiant tcward the Gov-
ernment. This shocking state of afairs
was clearly illustrated when Federai Re-
serve Board Chairman William McChes-
ney Martin appeared hefore the Joint
Economic Cominittee in 1963. At taat
time, he falsely claimed:

The Federal Reserve Board has the author-
ity to act independently of the President,
even despite the President.

This defiance reached its height on
December 6, 1965, when the Federal Re-
serve voted. four to three. to raise inter-
est rates 37'2 percent. This act was in
complete defiance of President John-
son and his administration.

The Board carried out the 37!5-per-
cent increase in secrecy and withoug con-
sultation with other segments of our
Federal CGovernment. The Congress was
nct neotified until the anncuncentent ap-
peared in the press.

In fact. President Johnson and his
economic advisers were still preparing
the annual hudzet when the Federal Re-
serve acted. The Fedeval Reserve. acting
under the urceings of William MeChesney
Martin, did not wait to see the Presi-
aend's budrser fgures or the ealculations
of the Treaswry Deparimeng and the
Council on Economic Advisers. The de-
fiance was total,

Mr. Speaker, this defiance—which has
led to our current high level of interest
rates—can be traced back to the “inde-
pendence” which President Eisenhower
let the Federal Reserve seize in the 1950's.
Since that time it has been Impossible
for the President to maintain any type
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of effective control over the actions of the
Feders! Reserve.

CONGRESS MUST REFORM THE
FEDERAL RESERVE SYSTEM TO
PROTECT THE PUBLIC'S IN-
TEREST

Mr. PATMAN. Mr. Speaker, as we dis-
cuss the need for new taxes, the unnsc-
essary interest charges imposed by the
Federal Reserve take on new meaning
for every citizen of this country. The
simiple fact is that we would not need
new tax revenues if the Federzal Reserve
had performed Its function and sup-
ported the Government bond markets.

Mr. Speaksr, if long-term interest
rates hiad been held at the 2!s-percent
level existing under the Rocsevelt and
Truman adminisirations, from 1939 to
1852, wa would have saved many times
morz than tie money which will be
raised thrcugh the proposed tax increase.

In fact, we are paying about $6.7 bil-
lion in excess interest on the national
debt in the current fiscal year. Yet, the
President’s proposal for new taxes will
raise only $6.3 billion in additional reve-
nue. So. the tax increase does not even
wipe out the inecreased chargss that can
be traced directly to the incrsase in in-
terest rates over the last 14 years.

Since the Eisenhower administration,
the Federal Rsserve has not effectively
sueported the Government bond mar-
ket. As a result, today the Federal Gov-
ernment, in effect, pays “retail” prices
for the money that it borrows. In con-
trast, during the Rooseveit and Truman
administrations, the Federal Reserve
supported the Government bond market
and kept the “whelesale” rate for money
kelocw 21% percent on long-term borrow-
ings.

This “wholesale” rate of 215 percent—
and less—provided a yardstick for all in-
terest rates in the country. This bene-
fited everyone—consumers, the work-
ingman, farmers, homeowners—every-
onc that used credit.

Mr. Speaker, as I have mentioned
earlier, this situation must be changed
by the Congress. It is our duty to restore
the Federal Ressrve System to an insti-
tution that is responsive to the will of tha
people and their elected reprasentatives.

To accomplish this, I propose:

First. That the terms of the Members
of tire Federal Reserve Board be short-
ened from 14 years to 5 years. As the
situation now stands. the President can-
nct appoint a majority to the Board
until his last yvear in ofice. This means
that the President of the United States
is unable to maintain any effective influ-
ence over the Board.

Second. That the term of the Chair-
man of the Federal Reserve Board be
coterminous with that of the President
of the United States. This will enable
the President to riame a chairman of his
own choosing, thus lessening the pros-
pect of open defiance of the Govern-
ment as has been exhibited by the
Board's present chairman, William
McChesney Martin.

Third. That the Federal Reserve Sys-
tem be subject to anudits by the General
Accnunting Office ag are other Govern-
ment agencics.

Fourth. That the Fedceral Reserve Sys-
tem he required o come to Congress ior
appropriations. The Federal Reserve Sys-
tem now raises its funds threugh the $1.9
billion in interest which the Treasuiy
pays it on the 3545 billion worthx of bonds
that have alreasy been paid for in full.

Mr. Speaker, I have received thousands
of letters iz all over the country urz-
ing that the Congress meet its responsi-
bilities and enact the necessary reform
of tite FPedeoral Reserve. I have recelved
letters telling me “please keep up tie
fight and doun't give in to the bankers
lobbky.”

Thnese letfers are from the grassrools
of America, and they indicate a growing
demsnd that the elected Reprezantatives
of the people do their duty in the field of
monetary policy. I hope that these goocd
citizens—who see the dangers of ocuv
present Federal Reserve System—wiil
continue this letterwriting campaign.
Eventually, the Ccongress must heed the
pecpie’s wishes.

Mr. Speakar, the people’s interest can-
not be protected until they have a voice
in monetary affairs. Under the present
system, the actions c¢f the mem-
bers of the Federal Reserve Board indi-
cate they are nct accountable to anyone
except tne bankers,

This must be changed so that the peo-
ple can hold someone responsible when
major mistakes are made in monetary
policy. Of course, elected officials—such
as Merabers of Congress and the Presi-
dent of the United States—are directly
accounitable to the people. That is why
it is so important that these elected offi-
cials have contrel and influence over
monetary policy and the actions of the
Federal Reserve System.

ALTERNATIVE POSITION CALLING
FOR THE LIQUIDATION OF THER
SYSTEM AS IT NOW EXISTS

Sheuld it be impossible to reform our
present Federal Reserve System, then I
feel it is essential that we move to an
alternative position calling for the liqui-
dation of the System as it now exists.

The System could be liquidated by pay-
ing off the $5370 million worth of non-
proprietary stock held by various com-
mercial banks. The assets of the Federal
Reserve System then would revert to the
U.S. Treasury and this sum could ke
subtracted from our national debt. Under
current calculations, these assets amou:nt
to at least $65 billion, including the £43
billion worth of paid-up bonds held in
the New York Federal Reserve Bank.

After the liquidation of the System, a
Conimission or Board of five to scven
public-spirited citlzens cowld be ap-
pointed to oversee the day-to-day opera-
tlons of our monetary policy. The mem-
bers of this Board wculd all be appointaod
with the pubiic interest in mind and
would be directly resnensible to the Pres-
ident of the United States and the U.S.
Congress.,
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