
Federal Reserve Independence 
and Legitimacy

Carola Binder
School of Civic Leadership, University of Texas at Austin





“The device of an independent central bank embodies the 
very appealing idea that it is essential to prevent monetary 
policy from being a day-to-day plaything at the mercy of 
every whim of the current political authorities...
Is it really tolerable in a democracy to have so much power 
concentrated in a body free of democratic control?” (Milton 
Friedman 1962).



Constitutional/Structural Challenges

“The low intensity offensive against the administrative state that has been waged by the 
conservative Justices of the Supreme Court for well over a decade has escalated in the last 
several terms” (Tarullo 2024). 

1. Removals: Seila Law v. CFPB (2020), Collins v. Yellen (2021), Trump v. Slaughter

2. Appointments: United States v. Arthrex, Inc. (2021)

3. Delegation



A Fed Exception?

• Supreme Court has indicated that the Fed might claim anomaly or “special historical status.” 

• A "uniquely structured, quasi-private entity.”

• Governor Lisa Cook can remain in her position while awaiting the oral arguments in her case next 
year. 

• Appeals to importance or historical pedigree risk appearing arbitrary. 

• Fed exception based on pragmatism and lacking a coherent, generalizable principle may not hold 
up indefinitely if popular and political consensus supporting Fed independence erodes.
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Possible Solutions

• Strengthen oversight and accountability: comprehensive performance reviews by Government 
Accountability Office, Inspector General appointed by President and confirmed by Senate, and GAAP 
accounting (Levin and Skinner 2024).

• Restructure to vest core monetary functions in independent central bank, but executive functions in 
a separate agency, to avoid Article II violations (Skinner 2024).

• Greater transparency about policy rule and balancing objectives.

• Greater transparency about conditions that will warrant using unconventional tools in the future 
(Kohn 2025).

• Recent trends in jurisprudence toward the administrative state did not come out of nowhere.


