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Alan Greenspan


“The world would be in hell if it weren’t for Dr. Greenspan.  He is a great man with impeccable integrity; a man of power.”




- Dr. Patrick M. Ngwolo

To many, the name Alan Greenspan is synonymous with the stability of our nation, and although this is true, he is much more than that. The numerous contributions that Greenspan has made on the world of economics are astounding. His ability to asses a problem and outturn a pleasurable and advantageous solution is entirely pleasing to the public, where most regard him as the second most powerful man in America. Having served three consecutive terms and currently serving a fourth as Chairman of the Federal Reserve and appointed so by Presidents Ronald Reagan, George H. Bush, and Bill Clinton, Greenspan is more than qualified to head such a precarious field of occupation. But first, a closer look into the man that is Greenspan and the road that has led him to lead America down an ever prevalent and prosperous path. 

Dr. Greenspan was born on March 6, 1926, in New York City, to Herbert Greenspan, a stockbroker, and Rose Goldsmith Greenspan, a retail worker. When he was four years old, his parents divorced. Raised by his mother and grandparents in the Washington Heights section of Manhattan, Greenspan displayed a gift for figures at a young age, often impressing his mother’s cronies by solving mathematical puzzles in his head ( Greenspan in Detail). At family gatherings, Greenspan was a star attraction; his uncle would give him a dime to sing the Depression song Brother, Can You Spare a Dime? (What Could Have…).
Actively pursuing his interest in music – a passion that he inherited from his mother - Greenspan applied at the prestigious musical academy Juilliard after graduating from George Washington High School, and studied there for two years, determined to become a professional jazz musician. In 1944, at the end of his sophomore year, he dropped out and decided to try to make some money by playing professionally. As a clarinet and tenor saxophone player in the bebop/swing dance band the Henry Jerome Band/Orchestra, Greenspan and Co. played regularly at the Childs restaurant in the Paramount Theatre building, on Times Square. At other times, the Henry Jerome Band would play throughout the country. Greenspan’s forte included: baritone sax, clarinet, flute and bass clarinet. Greenspan’s financial prowess was beginning to emerge and he was gradually losing interest: ‘I was a pretty good amateur musician, but I was average as a professional.’ He would take care of the income tax returns for members of the band, charging seven bucks a throw, a fairly modest price for the soon-to-be chairman of the Federal Reserve (Greenspan in Detail).
All the while, Greenspan had started reading books about business and finance and found them fascinating. In 1945, at the age of 19, he quit the band and enrolled at New York University's School of Commerce as an economics student. Graduating summa cum laude in 1948 with a B.S. in economics, Greenspan continued to further his education, receiving his M.A. in 1950, but left before finishing his doctorate. In the early 50’s, due to a low personal income, Greenspan dropped out of a doctoral program at Columbia University and decided to become a professional economist.


In 1952 a friend of Greenspan’s organized a blind date with Joan Mitchell, a painter who was born and raised in Chicago. Greenspan and Mitchell hit it off well and the two married that year. Mitchell later recalled from the date: “We talked a great deal about music. He told me about the Henry Jerome Band and all that, and later, in fact, we went to the hotel where the band was playing, and I met the band members. They told me they knew Alan wouldn't stay with them forever... he was just too good at doing their taxes." (Anecdotes). It was through Mitchell that Greenspan became acquainted with the writer and social philosopher, Ayn Rand, whose philosophy of “Objectivism” or the pursuit of economic self-interest to the exclusion of the interests of society as a whole, greatly influenced Greenspan. He was deeply influenced by her philosophy of objectivism, which exalted laissez-faire capitalism and promoted rational selfishness, the belief that people should live for their own rational self-interest. Mitchell and Greenspan’s marriage was annulled after only one year. Afterwards, Greenspan began teaching economics at New York University from 1953-1955.

In 1954, Greenspan and bond trader William Townsend opened an economic consulting company, Townsend-Greenspan & Co. Inc., which offered forecasts and research to large businesses and financial institutions. Their clients were largely the Wall Street firms who were mainly brokerage houses. In 1958 Townsend died and Greenspan took over as Townsend-Greenspan & Co. president and principal owner. 


As a moderate republican, Greenspan first entered politics in 1967 as director of domestic policy research to Richard M. Nixon's 1968 successful presidential campaign, for two reasons. One was because he was introduced to Nixon by an old band crony, Leonard Garment, and the two hit it off well. The other was at Rand’s insistence. He advised President Nixon informally as the President-elect’s transition team, until he was made chairman of the Council of Economic Advisers in 1974, under President Ford, ironically, soon after Nixon resigned. Greenspan was reportedly motivated to accept his position as Council of Economic Advisers by an appeal to his sense of patriotic responsibility to combat the rising inflation that was threatening the capitalist economy (Alan Greenspan Biography). Greenspan’s main focus becoming politics, he decided to dissolve his position as president of Townsend-Greenspan & Co., taking office on September 1, 1974. During this time, his policies were credited with reducing inflation but leading to recession and may have contributed to Ford’s defeat for re-election.


Deciding to take a break from government policies and such when the Carter Administration moved into the White House, Greenspan left office in 1976 and returned to New York, to Townsend-Greenspan & Co. to once again become it’s president in 1977. It was at this same time that Greenspan was conferred his Ph.D. from New York University without a dissertation (Alan Greenspan Bio). When Roland Reagan was elected President in 1981, Greenspan returned to Washington and took on the task of chairing the Commission on Social Security Reform, whose mission was to find a way to make the retirement system solid. Greenspan worked to save the ailing social security system from bankruptcy and secure its solvency. He served in this position for Reagan’s first term only, leaving office in 1983.


The Federal Reserve, the central bank of the United States, was founded by Congress in 1913 to provide the nation with a safer, more flexible, and more stable monetary and financial system (Board of Governors…).
Today the Federal Reserve's duties fall into four general areas: 

(1) conducting the nation's monetary policy (Board of Governors…);
One of the most important jobs of the Federal Reserve is to maintain price stability and sustainable economic growth. It does this through its role in monetary policy. Specifically, the Fed influences the nation's supply of money and credit (Fed101 – Functions).
(2) supervising and regulating banking institutions and protecting the credit rights of consumers (Board of Governors…);
When creating the Federal Reserve, one of Congress’ paramount concerns was to address the nation's banking panics. This short-term need led to one of the Fed’s three main responsibilities: to foster safe, sound and competitive practices in the nation's banking system (Fed101 – Functions).
(3) maintaining the stability of the financial system; and 

(4) providing certain financial services to the U.S. government, the public, financial  institutions, and foreign official institutions (Board of Governors…).
The Federal Reserve is charged with the critical task of providing a safe and efficient method of transferring funds throughout the banking system. Reserve Banks and their branches carry out this mission, offering payments services to all financial institutions in the United States, regardless of size or location. Hand in hand with that mission is the obligation to improve the payments system by encouraging efficiency and technological advances (Fed101 – Functions).

Paul Volcker, then chairman of the Federal Reserve board, unexpectedly and without warning announced his retirement in June of 1987. Reagan nominated Greenspan as his replacement. Accepting the position readily, Greenspan once and for all dissolved Townsend-Greenspan & Co., after failing to find a suitable buyer for the company. He was confirmed by the U.S. Senate and took office on August 11, 1987. On October 19, a mere 72 days after he started the job, the U.S. stock market crashed: the Dow Jones Industrial Average plunged a plummeting record of 508 points – a major crisis and the so-called “Black Monday.” (Facts on Alan…) The Fed declared to the world that it was ready to make available whatever cash the nation's financials markets needed to weather the storm and it persuaded various financial institutions to go about business as usual (Greenspan in Detail). Soon enough the stock market got back on its feet and as it turned out, the market crash did not do as much damage in the long term as Greenspan had originally feared and expected it would, and six months later he had turned his attention back to fighting inflation (Alan Greenspan Biography).

As Fed chief, Greenspan controls U.S. monetary policy by influencing short-term interest rates and, in turn, the cost of credit to American companies and consumers. Because almost everything he says can affect the lives of shoppers and investors alike, Greenspan selects his words and actions with great discretion (Alan Greenspan Bio). He does not like small talk, and when he has something important to say in public, he intentionally says it ambiguously enough to be easily misunderstood (CNN Transcript – CNN…). 


In 1978, Congress mandated that the Fed chairman testify twice a year so that he could be held accountable for his monetary policies. By tradition, Congress has taken this opportunity to ‘interrogate’ the Fed chairman. At present, things have changed; the senators are more disposed to compliment him that to question him during these meetings. The topics of their queries have included subjects such as: paying off the national debt, the Japanese economy, and the year 2000 computer bug. Very seldom do Senators ask Greenspan about monetary policy - which is the reason that the hearings existed in the first place. In a hearing held in February of 1998, only one senator asked him about monetary policy. Everybody else feels like it is not his or her place to tell Greenspan how to do his job. (Chait 24)


An advocator of deregulation (the act or process of removing restrictions and regulations), Greenspan stayed on at the Fed after George Bush’s loss to Bill Clinton in the 1992 election and built a good working relationship with the Democratic administration. He opposed tax cuts, believing that they would contribute to the growing federal deficit. Also, he supported

President Clinton’s 1993 deficit-reduction programs because he believed that spending cuts were far better than tax increases (Microsoft Encarta). In fact, he got along better with the Clinton Administration than he ever did with its GOP predecessors. He began his third four-year term in June 1996, and his influence over the global economy only increased as his tenure continued. In late 1996, Greenspan triggered a global sell-off of stock simply by suggesting in a speech that share prices were too high (Alan Greenspan Biography).

Greenspan had an original and outstanding insight about buying and selling homes. He noticed that when a house changed hands, the mortgage the buyer took out almost always was bigger than the one the seller was retiring. Greenspan went on to conclude that this borrowing played an unexpectedly large role in consumer markets, by generating extra spending power backed by the value of homes. At the time, it was an unfathomable idea that few other economists accepted or even understood (The Wall Street).

But today, that very phenomenon is having a powerful impact across the United States, and it has emerged as his best weapon for keeping the fragile U.S. economy from slipping back into recession (The Wall Street).

As the Fed repeatedly cut interest rates over the past 2½ years, much of the economy barely responded. Businesses' capital spending didn't, nor did the post-bubble stock market. But the housing industry -- from construction to refinancing to rising prices -- has surged, steadily putting more money in consumers' pockets (The Wall Street).

Home prices are up 38% in five years, a powerful offset to sinking stock prices. Housing starts hit a 16-year high last year, buoying employment in construction. And as mortgage rates fell along with the short-term rates the Fed oversees, refinancing freed up $100 billion last year for people to spend on everything from cars to clothes. By keeping consumer spending robust, that saved the economy from what could have been a worse downturn, as it faced depressants from terror attacks to war to factory overcapacity (The Wall Street).

In the latest indication of housing strength, sales of both new and existing homes showed unexpected strength in April, rising from March levels. The most recent fall in mortgage rates has spurred record refinancing activity, which will likely bolster consumer spending (The Wall Street).

Although he had not intended to rely so much on housing, he had more confidence than most that housing and mortgage markets would respond dynamically as he guided rates ever lower. He has spent much of his professional life studying the relationship between those markets and the economy -- picking at countless, often obscure, bits of seemingly unrelated data to develop insights that fancier mathematical models miss. Though better known for his discussions of productivity and inflation, Greenspan has had Fed economists at work for years building databases of housing and mortgage data. Along the way, they have developed models to predict movements in those markets (The Wall Street).

Greenspan has stayed at the post of chairman of the Federal Reserve board through four presidencies – testament to his economic and political acumen – with his fourth four-year term ending in 2004 (Alan Greenspan Bio).

Greenspan’s previous Presidential appointments include the President’s Foreign Intelligence Advisory Board, a member of Time magazine’s Board of Economists, a senior adviser to the Brooking Panel on Economic Activity, and a consultant to the Congressional Budget Office. In recent years he has served as a Corporate Director for Aluminum Company of America (Alcoa); Automatic Data Processing Inc.; Capital Cities/ABC, Inc.; General Foods, Inc.; J.P. Morgan & Co., Inc.; Morgan Guaranty Trust Company of New York; Mobil Corporation; and the Pittson Company. His non-corporate positions have included Member of the Board of Trustees, The Rand Corporation; Director, Institute for International Economics; Member of the Board of Overseers, Hoover Institution (at Stanford University); and Vice Chairman and Trustee, Economic Club of New York. He has served as Chairman of the Conference of Business Economists, President and Fellow of the National Association of Business Economists, and Director of the National Economists Club (Board of Governors…).

Dr. Greenspan has received honorary degrees from Harvard, Yale, Pennsylvania, Leuven (Belgium), Notre Dame, Wake Forest, and Colgate universities. Other awards include the Thomas Jefferson Award for the Greatest Public Service Performed by an elected or appointed official, presented by the American Institute for Public Service, 1976 (Joint recipient with Dr. Arthur Burns and William Simon); election as a Fellow of the American Statistical Association, 1989; and decorated Legion of Honor (Commander) France, 2000 (Board of Governors…).

Many of Greenspan's most important speeches were conceived or reworked in the bathtub. For years, he would rise around five-thirty and spend an hour or two sitting in the bath, reading and writing. Greenspan, who started taking baths after he injured his back in the early 1970s, claimed that his I.Q. was fifteen points higher at five-thirty in the morning than at five-thirty in the afternoon (Anecdotes).

Greenspan, who once dated television journalist Barbara Walters, married Andrea Mitchell, NBC’s chief foreign affairs correspondent, in 1997, after a 12-year relationship. They currently reside in the Palisades neighborhood of Washington, D.C (Alan Greenspan Biography).
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