
 

Other Perspectives on FINRA 

U.S. Chamber of Commerce1  

“[FINRA] is devoid of or substantially lack[s] critical elements of governance and operational 
transparency, substantive and procedural standards for decision making, and meaningful due 
process mechanisms that allow market participants to object to [its] determinations.”  

“…FINRA’s size, power, and influence grew tremendously when it combined with NYSE 
Regulation, the regulatory function previously affiliated with the New York Stock Exchange. 
Rather than having two independent regulators offering different perspectives, today’s 
securities firms are overseen by one enormous nongovernmental regulator with substantial 
oversight by the SEC, but with substantially reduced engagement with—and responsibility to— 
its own members.” 
 
“While the trend for publicly traded companies and financial services firms has been toward 
greater transparency and accountability, FINRA has largely escaped these changes. Similarly, 
FINRA’s shift away from the traditional notions of a member-owned and controlled self-
regulatory organization to a more governmental role has not brought with it the traditional 
checks and balances placed on government agencies. Transparency into FINRA’s governance, 
compensation, and budgeting practices is extremely limited and superficial. Furthermore, 
FINRA is not subject to the Freedom of Information Act or the APA, nor is it required to conduct 
a cost-benefit analysis when it engages in rulemaking or exercises its policymaking functions.”  
 
Paul S. Atkins, former SEC Commissioner2 

“Today’s FINRA has departed from the worthwhile goals of self-regulation envisaged in the 
1930s; namely, the balance of efficient and effective regulation with the need to be 
accountable and transparent. Its budget has reached $887 million – not far from that of the SEC 
itself – while compensation for its top ten executives exceeded $11 million in 2009. FINRA has a 
virtual monopoly on oversight of broker-dealers. And while most of the blame over the Madoff 
and Stanford schemes has been placed on the SEC, both firms were registered with and 
examined by FINRA for years.” 
 
“Perhaps most concerning is the lack of transparency. While FINRA and other SROs can enact 
rulemakings that carry the force of law, they are not subject to the Administrative Procedures 
Act, Freedom of Information Act requests, and are not required to conduct any cost-benefit 
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analyses. The disciplinary process raises due process concerns. Its board meetings are private 
and not subject to the Sunshine Act, of course. This lack of transparency and accountability to 
either the SEC, its members, or the public is a real concern underlying the present discussion 
over delegating authority to oversee investment advisers. The question of whether FINRA is a 
state actor is another issue that sooner or later will be raised in Congress or in the courts, as it 
has already been raised in at least one case concerning the invocation of the Fifth Amendment 
when the defendant was a registered person being investigated by FINRA as well as by the SEC 
and the Department of Justice.” 
 
“…I must raise serious concerns regarding expanding FINRA’s empire without a fundamental 
reevaluation of its statutory functions and organization.”  
 
CATO Institute3 
 
“Constitutional accountability typically stems from either of two sources: political accountability or legal 
accountability… Here, political accountability is de minimis due to the layers of authority separating 
FINRA from executive branch officers… Unfortunately, legal accountability—judicial review—has also 
eroded, leaving FINRA and similarly situated SROs almost entirely unaccountable.” 
 
“FINRA’s extra-constitutional operation has fostered significant policy failures including agency capture, 
lax regulation, and biased arbitration… The proliferation of substantial financial industry scandals over 
the past decade is evidence that FINRA is, at best, a hands-off regulator and, at worst, a corrupt and self-
serving company.” 
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