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a b s t r a c t

The aim of this paper is to examine whether the Federal Reserve chair has influenced the
voting behaviour of the Reserve Bank Presidents. In view of data constraints, the present
empirical analysis focuses on Alan Greenspan’s chairmanship. Individual Taylor-type reac-
tion functions for the Federal Reserve Districts are estimated using Presidents’ interest rate
preferences voiced during the second round of the internal FOMC discussions and real-time
data. They show that the Federal Reserve Bank Presidents did not systematically deviate
from the Chairman’s reaction function. In addition, a bootstrap analysis finds that the sec-
ond-round preferences of these members appear to have been influenced by a consensus
enhancing factor. Overall, the empirical evidence presented in this paper is consistent with
the notion that Chairman Greenspan has influenced the Reserve Bank Presidents in their
voting behaviour when achieving a consensus on interest rates.

� 2014 Elsevier Inc. All rights reserved.

1. Introduction

Since the beginning of the 1990s, the Federal Open Market Committee (FOMC) has taken a large number of its interest rate
decisions in a fairly consensual manner. Why was that the case? One explanation is that all members of the FOMC have fully
shared the central bank’s mandate and have had similar views about future risks to price stability. Anecdotal evidence suggests,
however, that FOMC members had different interpretations of the Fed’s mandate and that they have frequently disagreed on
the interpretation of economic data. Another explanation is that other, socio-psychological phenomena, might have contrib-
uted to a reduction in disagreement between the Reserve Bank Presidents and Chairman Greenspan. One such factor that may
always be present in the deliberations of monetary policy committees is groupthink (Sibert, 2006; Bénabou, 2013).1 An
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1 Janis (1972) defines groupthink as ‘‘the psychological drive for consensus at any cost that suppresses disagreement and prevents the appraisal of

alternatives in cohesive decision-making groups.’’
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alternative explanation is the presence of chairman influence on other committee members at various stages of the decision-
making process. This explanation is supported both by anecdotal evidence, and by the Federal Reserve Act, which vests the chair-
man with some extraordinary powers.

Several authors (Kettl, 1986; Chappell et al., 2004, 2005; Meade, 2005; Blinder, 2007) document the prominent role of the
chairman of the FOMC during its deliberations. Some describe him/her as holding a disproportionate influence over FOMC
decisions (Kettl, 1986; Meyer, 2004; Kohn, 2008). To our knowledge only few authors have empirically examined the role
of the chair of a monetary policy committee (Blinder, 2004; Gerlach-Kristen, 2008; Riboni and Ruge-Murcia, 2008, 2011;
Apel et al., 2013). In his book on the FOMC, former Governor Meyer argues forcefully that Chairman Greenspan systemati-
cally influenced the preferences of the other members of the Board of Governors prior to FOMC meetings. Meyer (2004, p. 50)
writes: ‘‘the Chairman’s disproportionate influence on FOMC decisions, his efforts to build consensus around his policy recommen-
dations before FOMC meetings, and the strong tendency for Committee members to support the majority view – all these were
secrets of the temple that I learned at my first FOMC meeting.’’ He continues: ‘‘the Chairman abandoned the private talks before
the FOMC meetings and instead used the Monday Board meeting (the day before the FOMC meeting) to share with us his views on
the outlook and indicate where he was leaning with respect to policy.’’ (Meyer, 2004, p. 51)

The aim of this paper is to examine whether the Federal Reserve chair has influenced the voting behaviour of the Reserve
Bank Presidents. This question is interesting for the following reasons. First, it has been argued that Governors have been
subject to this influence (Meyer, 2004), although these members should vote in an independent manner and consult a wide
range of indicators in their assessments. As a matter of fact, a diversity of views should be expected, in particular during
times when uncertainty is high and when different indicators give conflicting messages. Second, preferences of Reserve Bank
Presidents could be more persistent than those of the Governors (Meade, 2005) and they could be subject to some form of a
regional bias. Third, Reserve Bank Presidents could have a special expertise in projecting future economic trends for the US
economy, based on their specific expertise and based on monitoring regional information. While this information is regularly
followed in the context of the Beige Book at each FOMC meeting, it is conceivable that the committee does not pay sufficient
attention to early signals on turning points based on regional information.

In view of data constraints, the empirical analysis of the paper focuses on Alan Greenspan’s chairmanship of the FOMC.
While information on individual preferences in the first round discussions of the FOMC is largely unsystematic, it is possible
to collect information on the second round preferences of members from the FOMC transcript. Although the Federal Reserve
has published the widest possible range of data across central banks, data limitations currently prevent us from extending
the present analysis to more recent FOMC chairs, namely chairman Bernanke and chairwoman Yellen. Since these limitations
mainly refer to the confidentiality of individual policy-makers’ datasets, most notably owing to lags in the publication of
FOMC transcripts, it is nevertheless conceivable to extend the current analysis at a later stage. While data revisions could
be another constraint, since data revisions can be substantial in the US, real-time data are not affected by data revisions.
Moreover, these data have the advantage that they capture genuine data uncertainties faced by policy-makers at the time
of the meeting (see Table in A.1 of the appendix for a summary of the data and sources).2

The paper is organised as follows. Section 2 reviews the literature on chairman dominance in the FOMC. Section 3
addresses data issues. Section 4 provides empirical results of individual Taylor-type rules for all Federal Reserve Bank Dis-
tricts. Section 5 presents the bootstrap analysis, and Section 6 concludes.

2. Chairman dominance in the FOMC

The Fed’s decision-making process is characterised by captainship. Meyer (2004) suggests that, during voting, the FOMC
chairman would traditionally be on the winning side, that is, the side of the majority. If this was not the case, he even might
have been expected to resign. In fact, in the post-Bretton-Woods era, most chairmen of the FOMC were outstanding leaders,
although to varying degrees (see Kettl, 1986; Romer and Romer, 2004; Chappell et al., 2005). Chappell et al. (2005), for
example, find that Chairman Burns influenced other FOMC members’ interest rate preferences in a non-dictatorial manner.
They also explain that, during the Greenspan era, the Chairman’s preferences were greatly matched by the majority of
members, whereas this was not true during the Volcker era. Nevertheless, previous empirical studies on the subject have
the important limitation that they use final data, and do not exploit real-time information on economic indicators. More-
over, past studies typically have not incorporated the Taylor rule, which has tracked well US monetary policy since the
1990s.

In the FOMC, the chairman’s leadership role has often been understood as a reflection of his outstanding role in commu-
nications. For example, Ehrmann and Fratzscher (2007) find that communications by the chairman of the Board of Governors
generate relatively more public attention than speeches by other Governors or Presidents. Furthermore, the leadership role is
also a reflection of the internal monetary policy decision process. In that sense, Kettl (1986, p. 14–15) suggests that the for-
mal powers of the FOMC chairman include several legal and extra-legal privileges: those of a spokesperson and a point man,
as well as a manager, agenda-setter, and coalition-builder. Kohn (2008) additionally emphasises that ‘‘effective Chairmen

2 When modelling the behaviour of policy-makers’ reaction functions, real-time data should be used. Real-time data proxies the information set available to
policy-makers at the time of the decision, whereas the use of final data would mislead the analysis of preference parameters. This is due to the implicit
assumption that policy-makers make their decisions under perfect foresight, which, in fact, they did not.
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