
1914-1964
ON November 16, the Federal Reserve 

Bank of San Francisco completes its first 
half-century of central banking operations. 
During that fifty-year period, commercial 
bank deposits in the nine Western states 
served by the Bank have grown from only 
about $1 billion to $44 billion. Thus, West
ern banks have seen their share of the nation’s 
total deposits increase from 6.6 percent in 
1914 to 13.3 percent today.

The San Francisco Bank opened its doors 
about a year after the signing of the Federal 
Reserve Act by President Wilson. That land
mark of central-banking legislation was de
signed to provide the nation with a flexible 
system of money and credit and, in addition, 
to improve check-clearing and other facets of 
commercial-banking operations.

The task of constructing the regional net
work envisioned by the founders of the Fed
eral Reserve System was given to a “Reserve 
Bank Organization Committee.” The com
mittee held hearings throughout the country 
during early 1914, and thereupon set up a 
network of twelve Reserve banks to go along 
with the Federal Reserve Board in Washing
ton, D. C. The organizing group included 
California, Oregon, Washington, Idaho, Utah, 
Nevada, and all but the southeastern corner 
of Arizona within the new Twelfth District, 
and it designated five commercial banks with
in those states to execute a certificate of incor
poration for the new Reserve bank (May 20, 
1914). Alaska and Hawaii were included 
after they attained statehood.

The concentration of financial resources 
in San Francisco made that city the obvious 
choice for the head office of the District, but 
the District’s immense geographical size also 
led to the development of substantial branch 
operations fairly early in the Bank’s history. 
The first branch was established in Spokane 
in mid-1917, and four others were subse
quently established— Seattle (1917), Port
land (1917), Salt Lake City (1918), and Los 
Angeles (1920). The Spokane branch was

disestablished in 1938, and its operations were 
transferred to the Portland and Seattle offices.
The branches have played an increasingly im
portant role in operations over the years.

The Bank’s board of directors, then as now, 
consisted of six business and banking leaders 
elected by District member banks— all na
tionally chartered banks and those state 
chartered banks that chose affiliation with 
the Reserve banks— along with three public 
members appointed by the Federal Reserve 
Board.

Over the years, the Federal Reserve Bank 
of San Francisco has increased its operations 
in line with the phenomenal expansion of the 
Western economy. The Bank, for example, 
has served from the outset as the reservoir of 
cash for the nine District states. Servicing 
activities— supplying and redemption of cur
rency— now involve the shipping and receiv
ing of more than $4 billion annually in the 
District.

The Bank’s largest activity in terms of dol
lar volume is the transfer operation, especially 
the “telegraphic” function involving the trans
fers of balances between Federal Reserve 
banking offices. Telegraphic transfers (either 
incoming or outgoing) now average $900 mil
lion daily in the District. But the Bank’s 
largest service activity in terms of employees 
is check-collection; last year the Bank’s of
fices handled almost 630 million checks with 
a dollar value of over $158 billion.

A 25-fold expansion in check usage over 
the Bank’s history has been caused not only 
by the rapid growth of the Western economy 
but also by the Federal Reserve System’s ef
forts to expedite the collection of checks. For 
example, the almost-universal practice of par 
clearance of checks represents the attainment 
of one of the System’s earliest goals.

The System is now pursuing another goal 
in the field of check-processing— the use of 
automated processing through the pre-encod- 
ing of basic sorting information, together with 
the use of general and special-purpose elec- 203
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tronic equipment wherever applicable to 
banking operations. These efforts have al
ready shown results, primarily by permitting 
a rapidly expanding volume of work to be 
handled efficiently with a decreasing number 
of employees. The Bank has benefitted not 
only from the automation of its own check- 
collection work but also from the increasing 
commercial-bank use of electronic equip
ment and procedures.

The Bank’s staff has expanded over the 
past half-century from 21 to 2,000. At times 
in the past, however, the Bank has required 
many more employees; the total reached 
2,800 during W orld War II, and it was 2,400 
as recently as two years ago.

As it enters its second half-century, then, 
the Bank looks forward to the expanded vol
ume of central banking operations that will 
almost certainly accompany the continuing 
rapid growth of the Western economy. In the 
field of policy, meanwhile, the Federal Re
serve System as a whole remains prepared to 
foster a financial climate conducive to the 
policy objectives of full employment, eco
nomic growth, and price stability. The Bank 
will continue to contribute to policy formu
lation through its research activities, through 
the establishment of its discount rate, and 
through its participation in the work of the 
Federal Open M arket Committee.

Monthly Review  is published by the Research Depart
ment of the Federal Reserve Bank of San Francisco. 
Individual and group subscriptions to the Monthly R e
view are available on request from the Administrative 
Service Department, Federal Reserve Bank of San Fran
cisco, 400 Sansome Street, San Francisco, Calif. 94120
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