DRAFZ December 3, 1948.

Mr, Elmer B, Steats, Assistant Director,
Legislative Reference,

Pureau of the Budget,

Va.lhington 25, B, Ce

Dear Mr. Staats:

This refers to your letter of November 73, 1948, to Chairman McCabe,
requesting an expression of the Eoard's views with respect to a draft of
bill "To increase the rate of compensation of heeds and assistont hesds
of executive depertments and of other officers®,

The Eoard is in full sgreement with the general objective of this
measgure. The Board fesls however thet the differentisls in selary levels
proposed in the bill would be distinctly prejudicisl to the Federsl Re-
serve System.

When the Federsl Heserve System wae egstablished in 1913 a&s the Govern-
ment agency charged with primery responsibility for national monetary and
credit policies Congreses specified, for the then-as-now full-time Reserve
Board Members, sslaries equsl to those of Cablnet heads. Subseguently,
though not concurrsntly, salariss of Cabinet officers ard of Reserve Poard
members were increased to $15,000, the levels st which all are at present.

~ The bill proposes to inerease Cebinet officer salaries to $20,000
and to place those of members of this Board in a £16,500 category, while
raising to $18,000 Under Secretaries, the Comptroller Genersl, the PFudget
Director, the Administrator of Veterans' Affairs, the Federal Security
Administrator, the Chairwan of the Atomic Fnergy Commission, the Housing
and Home Finance Administrator, the Federal Works Administrator, sand, at
the discretion of the President, the Nationasl Security Council, the Netion-
al Security Resources Board, the Council of Economic idvisers, cnd certain
positions in the President's exscutive office, Such a classificstion
would imply an opinion thet the stebue and responsibilities of the Board
of Governors of the Fedsral Reserve System have hecome reletively less
then those of all the other officials mentioned. The Board does not per-
ceive the reasons for thus substintially reversing the position teken by
Congress with respect to the Bourd throughout ite entire history.

If the responsibilities and publiec services rendered by the Federal
Reserve System had diminished over the years the logic of such reslign-
ment of salary relationships wou.d be understandable., The facts are how-
ever thet the responsibilities and functions of the Board and of the
nationwide System which the Board supervises have gteadily snd greatly
enlarged not only during but partiecularly since the War, because of the
phenomenal growth of the entire economy, the magnitude of the pubiic debi
and the protlems of its management, and the critical position which central
banking operations necesserily occupy in this tremendously expanded eco-
nomic picture.
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Staats .

Accordingly, the Board feels that the proposed subordination of the
System in salary stetus would be detrimental to the System's best in-
terests and cen not be justified in the light of the facts or of the
objective. The maintenance of Boasrd salaries at levels comparable with
those existing throughout prazctiecslly all of the Poard's 35 years of ex-
istence would entail no charge on the Federsl Budget.

Very truly yours,
8. R. Carpenter,
Seeretary. '

ETimes
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