
March 7, 1950. 

Honorable Paul V. Shafer, 
house of Representatives, 
Washington, D.C. 

Dear Mr. Shafer* 

Your statements about the Federal Reserve Board in your 
speech on the floor of the House on February 21 and in the Appendix 
of the Congressional Record on February 15 contain so many misconcep-
tions and misstatements of fact that 1 cannot permit these utterances 
to go unchallenged. They do a great injustice to R. M. Evans and 
M. S. Ssymcsak, members of the Board of Governors, to the late Gov-
ernor Lawrence Clayton, as well a3 to myself. In making the unfounded 
charge that the Board has been "packed" through violating the appoint-
ment provisions of the law, you cast wholly unwarranted reflections 
upon the Senate Committee on Banking and Currency, and the Senate i t -
self in the discharge of i ts function of confirming appointments. As 
a matter of simple justice X believe that the correct facts, which are 
set forth below, should be placed in the Congressional Record. 

In the f i rs t place, you are obviously unfamiliar with the in-
tent of the provisions of the Federal Reserve Act with regard to ap-
pointments. Section 10 of the Act statesi 

"In selecting the members of the Board, not more than one of 
whom shall be selected from any one Federal Reserve distr ict , 
the President shall have due regard to a fa i r representation 
of the financial, agricultural, industrial, and commercial 
interests, and geographical divisions of the country." 

This section of the law was purposely drawn in very general 
terms as Senator Class was at pains to explain when the Federal Reserve 
Act was f i rs t presented in Congress. The House Committee on Banking and 
Currency, of which Mr. Glass was the Chairman, iii a report which you w i l l 
find on pages 305 at seq. of the authoritative volume "The Federal he-
serve System" by the late Henry Parker V i l l i s , who was the economic 
adviser to the Committee, stated! 

•The provision that the President in making hi3 selection 
shall so far as possible select them in order to represent the 
different geographical regions of the country has been inserted 
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i n very general language i n order t h a t , v h l l e i t might not be 
minutely mandatory, i t should be the expressed wish of the 
Congress tha t no undue preponderance shoald be allowed to any-
one por t i on of the Nation at the expense of other po r t i ons . 
The p rov i s ion , however, does not bind the President to any 
s lav ish recogn i t ion o f given geographical sect ions. " 

The law provides f o r seven members o f the Board; there are 
twelve Federal Reserve d i s t r i c t s . Hence, a l l d i s t r i c t s could not be 
represented on the Board a t any one t ime. I t was never the i n ten t o f 
the law tha t the Board should be representat ive o f sect iona l i n t e r e s t s . , 
The wording of the law was designed to negative sect iona l representa-
t i o n , and to emphasize the publ ic i n t e r e s t through broad d i s t r i b u t i o n 
o f representat ion of f i n a n c i a l , a g r i c u l t u r a l , i n d u s t r i a l and commercial 
i n t e r e s t s . 

Taking up the i n d i v i d u a l cases i n the order i n which you d i s -
cussed them i n your speech on the f l o o r o f the Housex 

You s ta te tha t there was a " d e l i b ra te evasion of the s p i r i t 
o f the law" because Mr. Evans was appointed from the F i f t h Federal Re-
serve D i s t r i c t . Mr. £vans has resided i n the F i f t h Federal Fveserve 
D i s t r i c t since the end of 19^6 i n f a c t , establ ished h i s vo t ing 
residence i n V i rg i n i a though "his i 3 ty no means required as a cond i t ion 
f o r appointment from a Federal Reserve d i s t r i c t . He was appointed i n 
March o f 194.2 f o r the unexpired po r t i on o f the term :of Mr. Cheater C. 
Davis who resigned to become President o f the Federal Reserve Bank of 
S t . Lou is . Mr. Davis, who preceded Mr. tvnns as the Administ rator o f 
the AAA, was himsel f named to the Federal Reserve Board from the sam® 
F i f t h Federal Reserve D i s t r i c t . His appointment, as was tha t of Gov-
ernor Evans, was passed upon bj a Senate committee of which Senator 
Glass was a member, and Chairman of a subcommittee on Federal Reserve 
mat ters . As the ch ie f sponsor of the federa l Reserve Act Senator Glass 
was presumed to know more about i t s content and i n t e n t than any other 
l i v i n g person. Senator Glass d id no t , ana o f course would no t , knoving 
the law, ra ise any such fa r - fe tched ob jec t ion as you stated i n your 
speech, e i t h e r to Mr. Davis1 or Mr. Evans1 appointment, both came 
o r i g i n a l l y from Iova. Both had resided f o r a number of years i n the 
F i f t h Federal Reserve D i s t r i c t . Both were selected to representat ive 
o f a g r i c u l t u r e n a t i o n a l l y . 

l ou a lso stated tha t Mr. i vans , a t the time of h ie se lec t ion , 
"was a close f r i e n d of Marr iner Eccles." The f ac t i s tha t 1 had only a 
casual o f f i c i a l acquaintance w i t h Mr. Ivans. He was s t rong ly recommended 
by Mr. Davie who had an in t imate knowledge of h is f i n e record in the 
a g r i c u l t u r a l f i e l d . He was also supported by na t iona l farm organ izat ions , 
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pa r t i cu l a r l y the American Fam Bureau federat ion. To suggest, as you do, 
t h a t Mr. Evans would lend himself to a "packing" o f the Board i s an a f -
f r o n t and an i n j us t i ce vhich I resent on h is behal f . I f you had any ac-
quaintance whatever w i th the man and h is record, you would know i*ov fa lse 
t i l l s imputation i s . 

Your statements w i th regard to Mr. Clayton are equally fa r from 
the t r u t h . Again, because you are ignorant of the law ag i t was drawn 
by Senator Glass, you make the fa lsa charge tha t Kr . Clayton's appoint-
ment v io lated the s p i r i t o f the law. Than you state that " i n January 
1945 Sccles bad Clayton moved to Boston, I Massachusetts, where he assumed 
the nominal pos i t i on of President of Clayton Securi t ies Corp., of Boston, 
a company owned and operated by C lay ton^ bro ther . " Xou added that be-
fo re he vent to Boston i t was "understood tha t President Roosevelt imd 
agreed to" h is appointnent to the Board a f t e r he had established a res i -
dence i n Boston. There was no such agreement whatsoever nor did I have 
Mr. Clayton "movod" to Boston. Vhen Mr. Clayton l o f t Utah a t ay instance 
i n December o f 1934. to be ^y assistant when I became Governor of the Fed-
e r a l Reserve Board he sold h is home there, gave up h is voting residence 
and settled in Washington. He had no plans for returning to Utah. He 
went to L^oston a t the request of h i s brother, to s?y great regret and not 
w i t h ;oy urging — qui te the contrary. He bought a hone there and became 
a vot ing resident o f the State. So f a r as I knew he intended to m a i n 
there i n d e f i n i t e l y . lour ins inuat ion that t h i s move was a par t of a 
scheme to circumvent tho law i s ut ter ly baseless and again a grave i n -
j u s t i c e to a man of independent mind and judgment. I urged h is appoint-
ment to President Truman because of an in te rna l s i tua t ion vhich had de-
veloped on the Board* Governor Ssymczak was absent on an important 
mission i n Europe as an economic adviser to our m i l i t a r y government i n 
Germany* Ronald llansoa, of Atlanta, Vice Chairman of the Board, was 
gravely i l l , end, i n fact , on his deathbed. Governor Vardaman, who 
had been on the Board a comparatively short t ime, was v i s i t i n g the 
various Federal Reserve Banks to become bet te r acquainted w i th the 
System and, as a r esu l t , was absent fo r extended in te rva ls . As a 
consequence, the problem of obtaining a quorum of the Board became acute. 
I n t h i s s i t ua t i on I recommended to President Truman tnat he name Mr. 
Clayton inasmuch as he had had a Ion*, experience i n commercial as we l l 
as investment banking, he had been my close associate in Federal Re-
serve pol icy matters and administrat ion ever since 1934* I n addi t ion 
t o h is experience in banking and in the reserve System he was a graduate 
o f the Harvard Law School. I knew of no one be t te r f i t t e d by experience, 
by temparanent, by qua l i f i ca t ions generally than 2tr, Clayton to come on 
the Board and immediately assume the respons ib i l i t i es which an unexper-
ienced man could not have been expected to shoulder without a long per-
i od of apprenticeship. 
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Again, your imputat ion o f "packing" the board by Mr. Clayton 's 
appointment la a grave i n j u s t i c e to a l l concerned, inc lud ing the President 
and the members of the Senate Committee who thoroughly inqu i red i n t o h i s 
q u a l i f i c a t i o n s * I had personal ly digcusaed h is appointment v i t l i Senator 
T n f t wlio vas v e i l acquainted w i t h hira, w i t h Senator White and w i t h Sena-
t o r M i l l i c a n , the three ranking Republican leaders, r̂nd a lso w i t h Senator 
Tobey, then Chairman o f the Senate Banking and Currency Com i t t ee . They 
a l l i nd i ca ted tha t they would favor h i s conf i rmat ion i f trie appointment 
were aade. Likewise, o ther New England Senators, i nc lud ing Senators 
S o l t o n s t a l l md Lodge o f Massachusetts, Flanders of Vermont, McH&hon of 
Connect icut , and Bridges o f Hew Hampshire, vena consulted and gave h i a 
t h e i r support* l ioreover, the leading bankers o f the F i r s t Federal Re-
serve D i s t r i c t l i kew ise supported Mr. C l a y t o n s appointment. I n f a c t , 
I ea not aware o f any d issent ing voice t ha t was ra ised i n the New England 
d i s t r i c t by bankers, members o f Congress, or anyon-3 e lse . He vas corw 
f i rmed wi thout a d issent ing voice on the f l o o r o f a Senate i n which the 
Republicans had a m a j o r i t y . l ou r i ns inua t ion t h a t Mr. Clayton was a 
rubber stamp i s as baseless as your other r e f l e c t i o n s upon Bo- rd members. 

As f o r Governor Szymczak1s appointment, your speech appears to 
imply t l i a t Board naubers srjouid not ^erve lon:,er ti^an 14 years. The 
p r o v i s i o n t h a t "any person appointed as a member of the Board a f t e r the 
date o f enactment o f the Banking Act o f 1935 s h a l l not be e l i g i b l e f o r 
reappointment as such member a f t e r he s h a l l have served a f u l l tana o f 
four teen years" vas w r i t t e n i n t o the Banking Act o f 1935 f o r the f i r s t 
t ime and became e f f e c t i v e on February 1 , 1936. Previously there was no 
l i m i t a t i o n . The 1935 Act was not r e t r oac t i ve and there was no requ i re -
ment, l e g a l o r otherwise, t o stand i n the way o f Governor Seymcsak's 
appointment as of February 1 , 194-8, to a f u l l 14-year t e r n . That was 
t he judgment o f Counsel f o r the Board as w e l l as the judgment o f the 
Senate Banking and Currency Comiiittee which inqu i red f u l l y i n t o t h i s 
quest ion and recommended h i s conf i rmat ion by the Senate, where he vas 
unanimously conf i rmed. I t would have been a g rea t misfor tune to lose 
the services o f Governor Ssymczak who i s s t i l l a comparatively young 
man. His indus t ry and devot ion t o h i s task are v e i l oaovn to a l l who 
are acquainted w i t h him. l o u r t o r t u red misreading o f the f a c t s are as 
u n j u s t t o h ia as to the o t h e r * . 

As f o r xayself, i t i s lud ic rous f o r you to suggest any lacic o f 
independence on ray p a r t . I f there i s any one th ing w i t h which I have been 
charged above a l l else i t i s t h a t I have been too independent o f White 
House or Treasury or other in f luences, i n or out o f Government. I nave 
never run f o r , or sought, pub l i c o f f i c e , nor have I ever engaged i n p o l i -
t i c a l a c t i v i t i e s . I have no p o l i t i c a l or o ther axes to g r i nd . As one 
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viko has spoilt ;ao3t of h is adul t l i f e i n banking and business I am qui te 
as solicitous as you are to preserve our systen of priva te enterprise 
and our democratic i n s t i t u t i o n s . To t h i s end I think i t imperative to 
pro von t any "packing" of the Fodertu Reserve Board and to maintain i t s 
independence. 

Sincerely yours, 

M. S, Kccles. 
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