Sonfidentisl
STATIMINT OF EEASONS FOR FROVOCALS
Eropossls 1, Z -~ Foderal Reserve banks

The purpose of the first three proposals is to lneresse the suthority
of the Federsl Reserve Bosrd over the Federal Reserve banks without giviag up
the advantages of the reglenal character of the Federsl Reserve System.

By combining the offices of chalrmsn of the houré snd governor of the
Reserve banks and providing that the sppointment to the bosbined office be
maide by the Federsl Regerve Board, as the appoiniment of the chalrmsn has
always been, thie mn-!. would strengthen the influence of the Board over
the Federal Reserve banks, but since the metho€ of selecting the banka!
directors would remsin unchanged, regional menagoment in loecel matisrs would
be retained. Provisionz aboul the vice-governor are similar to thosge in re-
gard to the governor. Kepesl of the reguirement that these offlcisle be m—
idents of the distriet would remove an obstacle in the selection of the best
available men. |

Provision for rotation in ithe boards of directors is for the purpose of
preventing the crystallizaetion in the banke' munsgement of the influcnce of
any special interests.

Erovossls 2, 4 2 - Ieders] Reserve Doard

#ith the incressed powers to be vested in the Board, it becomes escen-
tisl to make service on the loard more attrsctive to men of the highest
caliber. ¥or this purpose it ls proposed to repeal all geographical restric-
tions on mewberahip, to apecifly the gualifications that Bourd me-bers must
have, and to lay dosn the primciple thet at lesst two of th# members should

have had practicsl experience as exccutive officers of Fodersl Reserve banks.
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It i further proposed that the uembers of the Bosrd to be appointad in the
fature shall reeeive a compensation sdeguats for dignified 1living in ¥eshe
ington and the assurance of & penzion upon retiresment. The salary and pen-
sion provisiong for acmbers of the Board would be siailar to those that now
apply ‘o members of ths Suprene Court.

Authority for the Board to delegate speelifiec powers and duties not ine
volving the determination of natlonal or aystea polieies to individusl aem-
bers of the Board or to its representatives ls for the purpose of relleving
the Doard of a large mece of details and thus to glve 1t sn opportunity to
concentrate on problems of policy. This provision will alse tead to expe~
dite the businesz of the Board and to make immediate sction poskible in
matters where 1t is essentlsl, -

Erogosals 6, 7, &, 3, 10 - Credit gconiwol

Proposal 6, which provides for sn open-meriket commitiee consisting of
three mombers of the Board, including the Governor, end twe governors of
Federal Reserve hanks, slected by the banka, is for the purpoge of coneen-
trating the responsibllity for the forsmlsiion of national ered!t policies
in a small body that could act effectively, and in which the point of view
of the bsnks would be represented, but control would be in the Board,

Propossl 7 is for the purpose of placing obligstiens fully puarsateed
by the United States Covernment on the same basin with direct obli ations
of the Government in respect to eligibility for jurchase by the Pederal Re-
serve Banks.

Proposal 8 is for the purpose of empoweriag the Doard to relax or
tighten e1igibility requirements in accordance with changes in seconomic end
erodit eonditions, and to remove mandatory limitationz on maturity of advences
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to meaber banks. Existing limitetions had to be suspended duriag the emer-
geucy, tut only after t!m} had done a grest deal of harm,

Proposal 9 would repeal the present provisions for collateral against
Federsl Reserve notes oe the theory thet, singe these noteg are priér lisns
on the assets of the Faderal Reserve banis, specific pledging of collateral
adds nothing to their safety. At the sane ilme the collatersl requireuents
have hawpered open-markel opersations snd heve had to be belstedly relaxed
during the emergency to admit United States Goveromont obligations. The pro-
hibition egainet paying oul of Federal Reserve notes of other Reserve benks
is to be rapealed because 1t has served no useful purpose and hee ceaused the
Systen & consldersble UNDECEBBRIY ©X NS0

Proposal 10 represente a clarification and modification of & power which
the Boerd now posgssses under the Thomes smendment, It is essential in view
of the possibility of dangerous credit expansion on the bagis of existing re-
HOTVES,

Eropopal 1 - Zugpeasion o cavitel Fegulremenis fov posbersiiy

In order te make it pocsible for thousands of small nonmember banke to
Join the Systen, suthority is givem to the Boar: to waive until July, 1937,
vhen all ingured benks must become meabers of the Federal Reserve System,
capital requirements for admission to menmbershlp sad to make such arrange-
ments as it deems best for ultimate compliance with these requiresents.
Exoposs) 1i ~- Hel sstate lowns |

Proposal 12 would remove the arbltrary requirements about asturdity and
perecentage of value of persissible resl estate loans. This propossl would
enable national banks better to meet the eredit neede of suny comsunitics
and would remove the necegsiiy of orgaaising other institutions to perfora

- this service,
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‘Prosessl 13 - Power %o Sarey out the lntent of She Aet

In order to make it possible for the Federsl Reserve Board to make per-
sonnel snd other changes necessary to carry out the intent of these proncsals
without delay, suthority to take all sction required for that purpoge ls proe-
posed,
fropossl 14 -~ Zechnlesl provigions

(1) Is for the purpose of elimineting undesirsble tecinical provisions
in existing reserve requiresentis, which work 4o the disasdventege of country
banke, to place deposits of the Unlted States Government on the same basis
as regards regerves sg other deposits, and to give the Federal Reserve Board
authority io define different clusses of depoesite. (2) The purpose of this
proposal is to relieve the Board of the burden of passing on innuserable ine
dividual applications for sermits by providing that the satter be dealt with
through general regulstions. (3) sad (4) Are for the purpose of placing State
menber baniks on the same basis as natlonal banks in regard to leading on
gecurity of Government bonds asd in regard to publieation of reports. (5) Is
for the purpose of making it unnecessary to require examinations and reports
of bank affilintes shen the affilistion has no bearing on the condition of the
banks., (6) 1Is in the nature of clarification of the legal provisions relate
ing to the paysent of interest on deposits by mesber banks and for the purpose
of placing all insured banks on the ssme besis in regerd ‘o maximum intersst
rates, It is clearly undesirsble to glve insured non-meuber banks a competitive
advantage 1n this respect over member banks. (7) Is for the purpose of relleving
the Zoard of the expensive and time-consuming burden of passing on & large number
of applications for votlng permiis, and providing for other means of regulating
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holding eocmpsny effillates. (8) Provides for the repesl of eriminsl
provisions in Section 21 of the Banking Act of 1933 and Section 22(g) of
the Federal Reserve iet and thereby makes it possible for the Board teo
regulate certain Lenk practices by regulction - without the poesibility
of subjecting them to prosecution by the Department of Justiice ia case
that Departzent should interpret the law differently from the Federsl
Reserve Boesrd,
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