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rates.
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l.l.r. Hm;lin .

From:

Je /lﬂ

Mr. Smead
Functional expenses of
Pederal reserve banlks

since 1925.

To: Mr. James, Chairmon,
Committee on Salnries

& Expenditures, F. R. Banks.

Attached hereto is a statement which shows the operating expenses of
the Federal Reserve System for each year since 1925, by functions and expense
units. The statement also shows the average number of officers and of employ-
ees assigned to ench unit, and for certain units the number of items handled.
This statement was compiled from the functional expense exhibits which are pre-
parcd cach six months by the Division of Bank Operations from detailed reports
(Form BE) received from each Federal reserve bank and branch.

The functional expense reports are a nart of the functiionzl expense
accounting system which hos been in operation in the Federnl reserve banks
since July 1, 1922, and which wns devised by the Federal Reserve Eoard's Com-
mittee on Economy ~nd Efficiency (now -~ "Salnaries and Expenditures" of the
Federal reserve banks) for the purpose of establishing a basis upon which
equitable comparisons might be made of the.cost of performing 1lilzc oper~tions
in the several Federal reserve banks and branches.

The operations of the reserve banks are classed according to func-

tions which are in turn divided into
pense units. For exnmple, the Check
Checks (Cle-rings), Country Checks -

It will be noted from this

groups of related operations called ex-
Collection function is divided into City
Outgoing, etc.

ctatement that expenses exclusive of the

cost of Feceral reserve currency hav.not chonged materially since 1925. 1In
twelve of the owxnease units, which include the operntions of the Checlr and
Currency Departnwnts, wherc over 40 per cent of the personncl is cmployed, we
have a measurement of the volume of work and of the unit cost of handling items.
In order to bring out to what extent the efficioney of the Federal roserve banks
has increased during the four years covered by the attached report, we have

applied the unit costs of handling items
banlss in 1925 to the considerably larger
and find that if unit costs had been the

in the principal oxpense units in the
volume of operations handled in 1929
samc in 1929 as in 1925 the 1929 cx-

penscs of the reserve banizs would have been nbout 31,400,000 larger than thoy
were, ?hc principal savings would have been in the Check and Currcncy Functions
whore they would have amounted to $772,083 and $433,145 respectively.

That this saving is a gradual one continuing from yenr to year is
evidenced by the fact that had the 1925 unit cost of handling iters prevailed
ench year since that time the 1920 expenses would have been larger by $499,000,
the 1927 by $743,000, the 1928 by $1,110,000 and the 1929 by 31,400,000 ns
stated above. These very substantinl savings have been made possible by the
constant effort on the part of the Federal reserve banks to incrense the
efficiency of their operating departments by the ndoption, where practicable
of more economical ways of handling given operations including the discontin-
uance of certain steps not justified by their coste. Considerable saving has
also been effected throughout the banks as a result of the adoption of n budget
control of expenscs. These budgzet systems werc adopted by most banks in 1925
and a number of ihe banks at least have found them very effective in controlling
expenses.
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You will recall that a report made by Mr. Rounds and "grself under
of November 5, 1928 recommended that consideration be given to t;* advisa-
designnting someone of the Board!s EZxamining force to sta. y the
methodsfollowed by the several Federal reserve banks and to make con-
nzzestions from time to time to those banks whose operating costs
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roting considerable time during each exanination to the stmdy of operating
‘od They hnve made suggestions for changes from time to time vhich I
ieve have been very cordially rcceived by the Federal reserve banls.
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OPERATING EXPENSES OF FEDERAL RESERVE BANKS AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS

ALY, FUNCTIONS (Less rent received):

Expense
Expense - Exclusive of cost of F. R.

Currency

Cfficers
Employees

GENERAL OVERHEAD CONTROLLABLE FUNCTICHN
Expense

HEAD NONCONTROLLABLE FUNCTION

GEVERAL OV]

Expense

Cost of ¥, R. Currency

Cost of currency shipments to and from banks
Cost of currency shipments - all other
Assessment for F. R. Board expenses
Shipuing charges on securities

Other noucontrollable expenses

PROVISION OF SPACE FUNCTION

. Total Expense
Income received from space leased to tenants
Net expense

Officers No.
Employees n

Administration unit:
Expense

Officers
Employees

(st. 6752)

192

$27,303,150

25,500,232

283. 74
10,098, 82

$1,725,376

83.54
82.81

$4,172,356

1,802,918
1,513, 76
30,405
709,500
96,235
19,822

$3,545,390
610,271

1925

$26,950,504

25,236,084

267.09
9 !919‘09

$1,805, 704

83, Ul
79.46

34,213,512

1,714,420
1,622,254
ui 276
72,725
88,979
21,258

$3,56¥.133
61k4,0l5

1927

25,423,647

262,37
9,870.11

$1,822,500

83.82
17.70

$4, 436,442

1,844 gup
1,664,728
35,347
779,116
91,449
20,960

83,610,352
691,887

1928

25,807,043

264.18
9,826, 43

$1,937,191

86.4g
1731

$3,325,842

805,903
1,672,688
33,717
697,679
92,850
24,005

$3,773,078
140,291

1929

$27,268,489 $26,612,946 $29,003,333

25,903,930

265.36
9,728.48

$1,9

35,845,466

3,099,403
1,805,523
ug, Lok
781,6L4
87,504
22,988

$3,851,233%
g9k, 574

2,935,119
2.94
860,14

$77,702

2.94
17.36

2,950,148

2.81
871.10

$85,209

2.81
19.77

2,918,465

3.04
885.83

3,032,487

3.
921, &

2,956,659
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OPERATING EXPENSESOF FEDERAL RESERVE BANKS AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)

_1925 _1926 927 1928 1929
PROVISION OF SPACE FUNCTION (Cont'd)
Banking House unit:
Total Expense $3,102,439  $3,200,498 $3,245,220 43,375,164  $3,492,633
Employees 800.14 g21.1k 838,12 872.78 916,42

Power plant, including salaries 8538, 564 $532, 789 8521, 764 $531,203 $552, 261
Taxes 1,305,408 1,368,061 1,403,887 1,429,929 1,472,917
. Repairs and alterations, excluding

power plant 125,732 191,081 166,626 194,300 201,602
Cleaners'! salaries and supplies

and cleaning service 579,690 605,089 606,017 639,728 669,039
Elevator operators'! salaries and

elevator supplies 139,349 1k2, 11 148, 320 154,649 158,673
Other salaries including laundry

salaries 217,938 210,620 239,259 259,715 271,641
A11 other expenses 195,758 150,717 159,347 165,640 166,500

Rented Property unit:

Expense $365, 249 $278, 486 $277,618 $302, 327 §261,787
Employees 42,64 30419 27.12 27.06 .21
Rent, including heat, light, power,

repairs and alterations $300,350 $231,367 $231,379 $257, 300 $22l4,000

PROVISION OF PERSONHEL FUNCTION
Txpense $535,145 : f 8,9: $577,32
Officers 8.01 7.34
Employees 352.88 332.99

Administration unit:
Expense
Officers No.
Employees ' "

Hiring Employees and Employees! Records unit:
Expense 3 : $118,220

Employees No. 55.16
(St. 6762)
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PROVISION OF PERSONNEL FUNCTION (Cont'd)
BEducational and Training mnit:
Expense
Employees

Welfare and Medical unit:
ExXpense

. Employees No.

Cafeteria unit:
Total Expense
Receints
Net expense
Employees

Float Force unit:
Expense (salaries not distributed)
Officers (net, not distributed)
El‘ﬂployees n n f

GENERAL SERVICE FUNCTION
Expense
Officers

. Employees

Administration unit:
Expense
Officers
Employees

Purchasing and Stock Room unit;
Expense

Officers
Employees

(St. 6662)

o 4
OPERATING EXPENES OF FEDERAL RESERVE BANXS AND BRANCHES

1925

$87,397
}'I'O-?

$130,928
Lg,20

8469,703
385,529

SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)

1926

891,272
1.70

$127,824
52, 2l

$548,979
407,051

1927

$81,894
17.53

$128,013
52.56

$527,125
380,337

g4, 174
174,96

$34,177
.05

15.23

$2,460,379
11.80
1,734.85

$78,377
11.71
6.92

$162,128

89.88

141,928
189.57

860,145
38.66

32,499,680

11.70

1,699.73

$85,7187
11.61
8.02

$145,687

8l.11

146,788
176.63
818,046

12.81

$2,550,326
11.55
1,725.58

$87,224
11.47
7.08

$143,195

.03
12

1928

381,501
16.88

129,329
51.20

$574, 247
110,152

1929

164,095
192.19
$18, 747
9.56
$2,654,283

12,58
1,759.94

$93,431
12.53
137

$136,685

.05
73.94

$2,730,632

12,83
1 |792‘ 60

$97,817
12,78
7.66

136,551

.05
73.54




OPERATING EXPENSES OF FEDERAL RESERVE BANKS AHD BRANCHES

GTIERAL SERVICE FUNCTION (Cont'd)
Telephone unit:
Total expense
Amount distributed (tolls)
Net expense
Employees

elegraph unit:

Total expense

Above expense completely distributed except:
Employees No.
Commercial messages

Number of words

Coding unit:
Expense
Imployees

Mail unit:
Expeuse
Empioyees

Registered Mail and Express

. Expense
Employees

Filing and 01d Records unit:
Expense

Employees

units

Stenographic unit:
Expense
Above expense completely distributed exceptd
Employees No.

St. 6762

red for FRASER

S 1L

1925

$280, 283
55,916

SINCE 1925, BY FUNCTIONS AND IXPRNSE
1926 1927 1928

$280,169

$299,373
54,538

$292,920
. )

224,367
68, 4l
§751,478

-8

9789
$185,135

33,590,000

79,025
50. 47

$239,525
171.53

$123, 343
11

82,16

68.68

235, 347
67.11

225,531
58.01

$721,026
g

6.98
$143,113
36,578,000

$73T.?32

Qg. 10
8167, 592
39,024,000

894, 735
55. 77

$306,123 ; 831
247.30 : 2

9
L6,

$126,876
70.09

$142,436
80. 21

$223,486 $218,020
15723 14¢C 150.8

$1oo.5g3 $103, 208
855 3,007
67.50 70.76

UNITS (Cont'd)

1629

$305,5

2lb6 ,109

7

69.98

$767,001
i
100. 79
‘1315)4'1 JJ
40,665,000

$110, 801
63.82

$318,576
243,04




GEYERAL SERVICE FUNCTION (Cont'd)
Duplicating unit:
Total Expense
Amount distributed
Jet.ciaonse
Imployees
Protection unit:
Expense
Employees

ffice Boys..and Pages unit:

Expense
Employees

Avntomobile unit:
Total Expense
Amount distributed
Net expense
Employees - (net, not distributed)

BEquipment Repairs unit:
Expense
Employees

..':\.u_l t Maintenance unit:
Expense

Officers

Employees

POSTAGE FUNCTION
Ixpense

* INSURANCE FUNCTION
' Expense
Officers

. Employees
(St. 6752)

zed for FRASER
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OPERATING EXPENSES OF FEDERAL RESERVE BANKS AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Contt!d)

1925

$139,123
66,727

1926

$125,1L8
53,459

1927

$143,924

76,515

1928

$143,537
79,300

1929

$137,321
75,206

72,396
86. 24

$739,709
455,80

$117,2062
178.77

$75,956
28,535

71,689
79.94

$177,179
Lg2,82

$115,827
177.50

$74,149
2l 364

47,421
2l. 47

$147,206
37.50

$115,367

G
.r}}

57.1%
$933,149

$373,443
.25

49,785

22.56

$168,656
34,39

$121,575
- +09
58.07

$914,334

$3ul 236
. 20

67,409
83.69

$822,779
504, 42

$11§,385
174,49

862, 7h2

_19,65%0
43,092
21.95

$150, 710
34,62

$130, 809
.05
62.04

$950, 782

$344, hog
.20
1.39

64,237
82,04

$874, 451
528.84

$124, 504
177.34

$63,922
17,532
46,390
21,25

$158,521
36.70

$130,554

6142

$982,829

$357,046
20

1.65

62,115
79.66

$901,842
542.80

$135,702
180,78

$62, 456

16,078
46,378
20.52

$159,959
37.42

$131,757
62,81
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OPERATING EXPENSES OF FEDERAL RESERVE BAWKS AND BRAWCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)
1925 1926 1927 : 1929

$509,430

Expense

Officers
Employees

OANS, REDISCOUNTS AND ACCEPTANCES FUNCTIOW
xpense

Officers

Employees

Administration wnit:
Expense
ODfficers
Employeées

Maintaining Credit Information unit:
Expense
Of ficers
Employees
Commercial agency credit reports

(<27

116,38

$879,567

21.06

345.94

$186,611

21,06
17.13

$209, 744

G53

15,836

$32k4,035
5.98

1327

$847,869
18,68
336.57

$171,638
18.63
12,94

$213,256
. 105
05.12

14,839

100,26 .

15,k22

$173,701
3.35
36.24

$925,830
20.09
343,94

$194,0u45
13.81
L1250

$235, 702
14
103.25.
21,290

Discounts and Records unit: g -
. Expense s483,212 SUEYU, 75 $462,965 $473,656
Officers

3496 ,083
.14

Employees 234.18 22k, 51 221.30 228,19

Total number of pieces of paper handled 1,147,147 1,349,219 1,186,379
Units handled per employece per day 16 2 €L
Cost per unit (cents) 42,1 4.4 39.0 34.8 33.2

1,493,582

1,359,742
20 22

(St. 67562)
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OPERATING EXPENSES OF FEDERAL RESERVE BANKS AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)

1925

LOAWS, REDISCOUNTS AND ACCEPTANCES FUNCTION (Cont'd)

Volume of work handled in Discounts and
Records unit - Number of Pieces
Notes rediscounted
Collateral notes discounted
Notes received as collateral to -
Bills payable
. General line
flotes rebated
Paper purchased for own account -
In open market
From other F, R, banks
Paper purchased for other than own account

Rediscount applications
Collateral note apolications

SECURITIES FUNCTION
Expense
Officers
Employees

Administration unit:
Expense
Officers
Employees

Operations and Records unit:
Expense

Employees

Vault Custody unit:

Expense
Employees No.

Number of pieces rec'd and delivered
Number of coupons cut

(st. 6762)

405,545
68,970

161,063
36,982
178,267

200,525
3,884
91,911

47,468
68, 224

$1436,020
8.75
175.28

$61, 242
8.75
3.31

$129,830
59.15

$24l, glig
112.82

5,363,726

2,923,325

1926

430,382
75,951

252,497
4o,812
205,143

231,680
17,807
94,947

46,912
75,791

$ln, 7l
8.04
177.40

o

3.56

$113,029
49,18

$265,720
124.66

4,731,456

5,037,398

1927

306,771
64,271

219,643
28,310
176,097

25;,93)
0,195
131,172

33,293
63,736

$u62,154
8.11
184, 78

$61 , 644
g1
3,01

$127,353
57.01

$273,157
124,76

6,777,412

3,274,643

1928

355, 204
88,019

308,199
23,129
173,102

251,035
9,046
152,008

35,8ul4
87,164

$509,775
8.09
201.91

$66,436
8.09
3. 74

$140, 845
62.96

$302,094
135.21

6,342,752

3,377,726

1929

421 622
104,578

370,983
25,011
194,855

195,564

59
130,394

41,089
103,535

$509,156
8.57
195.33

$68,591
8.57
3,52

$147,866
63.57

$292,699

128, 2
5,387,184
3,330,921




OPERATING EXPRISES OF FEDERAL RESERVE

CURRENCY AND COIN FUNCTION
Expense
Qfficers
Emloyees

Administration unit:
.Expensc
Officers
Employces
Currency - Receiving and Sorting unit:

Expense
Fmployees

Ju. of bills rec'd and counted (thousands)

Units handled per employee per day
Cost per 1000 units (cents)

0. of bills rehandled (thousands)

No. of bills counted the second time -
Verification count (thousands)

Currency - All other unit;
Ixpense

. Employecs

Coin unit:
Expense
Employces
No. of coins rec'd and counted( thousands)
Units handled per employee per day
Cost per 1000 units (cents)
CHRCK COLLICTICE FUNCTION
Expensc
Officers
Employeecs

(St. 6762)

Ped for FRASER
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195

32,335,050
24,99

1,319.10

$159,013
24.99
9.92

$1,341,88k4
943,08

1,947,119

6,815

69

132,545

1,118,070

$529 ' 172
228,51

$304,381

137.59
2,329,014
55,865
13

$4,174,170
200 53
2,845.92

1926

82,345,750
24,61

1,293,03

$164,917
24,61
9.19

&1,334, uak
920.88
2,099,505
1,550

64

110,926

1,075, 786

$542,457
o24.02

$303,952

138.94
2,590,057
61,727
o

$4,156, 235
20.30
2,887,16

1927

$2,2063,336
25.08
1,231.99

$163,474
25.08
9.08

§1,237,703
gily, g2
2,194,608
8,573

56

96,778

807,728

$556,689
234, 8l

$305,470

143,25
2,691,184
62,001
11

84,172,032
20.04
2,906.14

1928

52,258,772
o4, 26
1,186.41

1,203,622
791.45
2,270,555
9,499

53

ok, 334

610,519

577,249
241,52

8316, 218
143,65
2,929,091
67,518

11

$4,130,068
19.53
2,798.51

BAWKS AdD BRANCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)

1929

22,473,514
25.07
1,276.14

3183, 388

25.07
10.81

81,318,447
860.60

2,427,330
9,339

5l

136,898

619,690

$627, 251
253. 71

83Uk, 428
151.02
3,239,709
71,034




OPERATING EXPENSES OF FEDERAL HESERVE BANKS

CHECK COLLECTION FUNCTION (Cont'd)
Administration unit:
Expense
Officers
Employees

.Ci ty Checks (Clearings) unit:
Expense
Employees
Clearing house dues and fines

o
4

1925

$157,954
20.53
22,05

S493,231
No. 314,32
832,152

1926

$156,379

1928

$166,888
19.53
21.11

$522,0U5
328,51
$21,651

AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPRNSE UNITS (Cont'd)

1929

$169,907
20,05
20.69

§513,335
322.94
$23,5U7

151,174,000 160,158,000 17%,442,000

143,054,000
1,448 1,614 1,830

1,474

$3.30

135,896,000
1,427

Number of items received
Units handled per employee per day
Cost per 1000 units (After deducting

dues nand fines) $3. 39 83.33 $3.12 $2. T4
City Checks (Other than Clearings) unit:
Expense
Enployees No.

Number of items received

$231,308
150.79
32,088,000

$218,857
158.42
53,225.900

$213,877
154,46

30,838,000

$214,329
160.18
31,296,000
Units handled per employee per day 634 647 659 69k 678

3210,282
154. 41
29,643,000

$6.25 36.54 $6.59 $7.21

§7.09

Cost per 1000 units

Government Checks unit:
Expense
Employees
Yumber of checks paid
Units handled per employee per day
Cost per 1000 units

Country Checks - Outgoing unit:
Expense
Fmployees
Number of items received
Units handled per employee per day
Cost per 1000 units

(st. 6762)

$136,735

No. 9.43
27,845,000
g2l

S4.91

$2,406,853
No. 1,923.20
583,527,000
1,001

84,12

$126,352

30,777,000

$130,999
90, 51
31,339,000
1,147
s4,18

82,412,156
1,896.90
651,378,000
1,155
$3.65

$132,935
86.37
31,672,000
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OPERATING EXPENSES OF FEDERAL RESERVE BANKS AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)

CHECK COLLECTION FUNCTION (Cont'd)
Country Checks - Remittances unit:
Expense
Employees
Average number of cash letters

forwarded daily

.Return Items unit:

Expense

Employees

Number of items handled

Units handled per employee per day
Cost per 1000 units

NON-CASH COLLECTION FUNCTION
Expense
Qfficers
Employees

Administration unit:

Expense

Officers -
Employees

City Collections unit:
Expense
Employeces
Number of items received
Units handled per employee per day
Cost per unit (cents)

zed for FRASER

(st., 6762)

T‘a‘Oa

1925

$472,495
181,00

6,782

$296,620
151.51
12,172,000
265
224,37

$905,888
9.14
h38.51

867,668
9.14
577

$199,537
135.72
1,114,287
27
17.9

1926

$470,216
174.66

25, 294

$281,893
156, 28
13,284,000
281

321,22

8871,124
8056
526.57

$205,692
142,60
1,121,298
26
18.3

1927

8429, 684
157.92

25,917

§253, 6Lk
158, O4
13,957,000
291

$18.17

$878,382
8.43
529. 77

$65,219
g.143
5.26

$215,090
147.88
1,153,164
26
18.7

1928

$427,797
152,38

25,982

$251,326
150.68
14,675,000
322
$17.13

$66,215
8.85
5.38

$216,393
143,10
1,221,006
28
17.7

1929

$U67,062
170.00

ok, 522

$210,769

137.27

1,161, 700

28
18.1




OPERATING EXPHISES OF FEDERAL RESZRVE BANKS AND BRANCHES SINCE 1925, BY FUNCTIONS AiD EXPENSE UNITS (Cont'd)

HON~CASH COLLECTION FUNCTION (Cont'd)
Country Collections unit:
Expense
Employeces
Total number of items handled
Units handled per employee per day
. Cost per unit (cents)
Number of items sent direct by members
(Included in total)

Coupon Collections (except Govt.) unit:
Expense
Employees
Total number of collections handled
Units handled per employee per day
Cost per unit (cents)
Number of collections sent direct

by members (Included in total)

Government Coupons unit:

Expense
Employees
Number of coupons paid
. Units hondled per employee per day
Cost per 1000 units

ACCOUNTING FUNCTION

Expense
Officers

Employees

Administraotion unit:

Expense
Officers
Employees

(St. 6762)

zed for FRASER
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192

$392, 307
2l 81
2,848,758

38
13.8
Not
Reported

$122,657
71.30
1,502,454
70
8.2
Not
Reported

$123, 719
80.91

L4, 174,000

1,802
32.80

$1,916, 407
19.10
77414

$149,057
19.00
14,74

1926

$374,081

239.29
2,949,185
L1

¥2.1
481,547
$114, 8l
65.14
1,526,390
78

eD
33,019

$109,756
73.03
39,678,000

1,774
$2.77

$1,908, 466
18,47
756.07

$149,373
18.32

13.65

1927

$364, 265
233.43
3,007,331

L2
12,1

545,381

$126,505
75+50
1,749,308
76
a2

4l 022

$106,303
67.64

37,045,000

1,808
$2.87

$1,881,733
1722
752.61

$150,023
1?012
13.21

1928

$362,587
229,63

3,071,601
Ll

11.8

594 47

28,765,000
1,602

$3.25

1929

$357,%22
223,14
2,999,342
45
11.9

691,438

$154,625
90,13
2,342,59
g6

~
Ue

7,030

$80,831 -
50.56

20,935,000

1,371
$3.86

$1,916,177

16.21
748, 44

$131,144
16,11
12.88
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OPERATING EXPENSES OF FEDERAL RESERVE BANKS AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPEN

ACCOUNTING FUNCTION (Cont'd)

General Books unit:
Expense
Qfficers
Employees

lember Bank Accouants unit:
Expense

Employees

F. R. Bank Accounts unit:

Expense
Employees

Transfer of Funds unit:
Expense
Employees
Number of Transfers

Expendi tures unit:
Expense
Employees

.Planning unit:

Expense

Officers
Employees

FISCAL AGENCY FuNCTYON

Expense

Amount reimbursable

Officers
Emoloyeces

(st. 6762)

1925

$270,646
«10
93.55

$543 886
310,60

$325,425
146.97

$386,537
99, 34
1,567,701

$162,172
79.94
$78,684
29.00
$870,815
157,363

10.69
388, 23

1926

$263,685
.10
87495

$537,402
308. 14

$332,949
149.96

$u12,132
99.0
1,707,970

$155,108
75.81

$57,757
.05
21,52

$678, 465
124 4oy

7.58
290.01

1927

$260, 248
.10
87+59

$525,829
300.71

$333,051
152,62

$408,118
104.80

1,829,093

$152,871
74,52
$51,593
19.16
$897,930
355,808

6.89
328.57

1928

$256,411
.10
85.77

$534, 442
301.25

$343,376
155. 2%

$429,155
110.73
2,009,335

$152,545
T1.47
$50, 745
19,01
8g22,210
371,335

T.72
371.61

SE UNITS (Cont'd)

$528, 738
296,23

$349,276
154,16

$h53,0u3
114,88
2,138,508

$141,335
66.25

$55,085

20, Ok
$615,402
150,674

7.84
253. 24




OPERATING EXPINSES OF FEDERAL RESERVE BANKS AND BRAWCHES

FISCAL AGENCY FUNCTION (Cont'd)

Administration unit:
Expense
Officers
Employees

vernment Issues unit:
Expense
Employees

Volume of work handled in Fiscal
Agency Function - Number of Pieces
New Issues -
Pieces delivered allotment account

mptions -

eces received -

Coupon form

Registered form

Farm loan bonds redeemed

Treasury savings certificates and
war savings stamps

. Total redemptions

L]

Exchanges -

Pieces received =
Coupon form
Registered form

Total exchanges

Total New Issues, Redemptions and Exchanges

Accounting unit:
Expense
Employces

(St. 6762)

Fed for FRASER

No.

= =

1925

$110,580
10.69
12,55

$569,547
282.92

216,813

380,407
8,983
11,300

3,391,249

SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)

1926

$103, 243
1.58
10.22

346,158
219.82

111, 448

261,782

5,430
11,693

1,534,321

1927

$76,227
6.89
11.33

$709,867

-~

266.20

596,047

2,796,721
420,580
98,731

L06 646

1928

$734,381
312,13

543,725

3,741,847
648,899
7,4

232, 134

1929

371,288
7.84
9.68

3433, 041
198,08

676,38k
23,865
10,475

15,961

3,791,939

2,766,842
342 110
3,108,952

7,117,704

e

1,813,226

2,459,877
304,855
2,754, 732

4,689,406

a74,328
36.18

3,722,678

2,508,376
372 773
2,881,149

7,199,874

$64,625
31.45

4,630,925

1,246,706
261,499

756,685

745,974

125,966

1,508, 205

6,682,855

$63,533
30.52

872,9%
1,833,560

353,428
26.90




OPERATING EXPENSES OF FEDERAL RESERVE BANKS AND BRANCHES

FISCAL AGENCY FUNCTION (Cont'd)
War Finance Corporation unit:
Expense
Ermployees

Federal Farm Board unit:
Expense
. Employees

Custody of Securities unit:

Expense
Employees

EGAT, FUNCTION
E]{le‘nse
Officers
Fmployees

AUDITING FUNCTION
Expense
Officars

Imployees

‘n{ RELATIONS FUNCTION

Expense
Officers

Field men
Other employees

FOREI@T FUNCTION (NEW YORK)
Expense
Officers
N Employees

(st. 6762)

Ped for FRASER

= b ==

1925

$31,381
17.15

$68,912
31.27

$159,610

9.17
12.87

$663,490
21,28
231.58

$256,832
6,62
31.93
9. 97

$33,108
1.00
12.42

SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)

1926

$6,186
2.54

1927

$2,347
.60

$4, 864
18.39

$126,105
6.30
TRl

$597,671
18,06
rig2.41

$179,882
5.37

903

$51,874
.88
17.40

1923

$1,728
o32

$46,146
18.83

$155,621

2.17
6.69

$603,645
17.79
192,16

$193, 282

L.
2!-.
9.

$70, 44
1.75
22.42

1929

$169

$9L46
.37

$45,530
18,21

$132,11k4
4,38
5453

$619,921

17.49
194, 38

R

22.85
9.95




BAYRK EXAMINATION FUNCTION

FEDERAL RESERVE

Expense

Amount charged against banks examined

Net expense of function

Offieers
Employees

Nat., and State bank examiners! reports

Expense
Cfficers
Employees

e

UL

ISSUT: FUICTION

STATISTICAL AND AWALYTICAL FUNCTIQN

Expense
fficers
Emgsloyees

Administration unit:

Expezas

Officers
Zmployees

tatistical unit:

Expense

Employees

Monthly Letter unit:
Expense (Printing, stationery &

postage)

Receipts from sales

e
OPERATING EXPENSES OF FEDERAL RESERVE BANKS AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Cont'd)

1925

$534,54%0

12,899
521,641

7.68
91.62
$153,964

$37,748
95
13.18

$468, 407
8.97
159.75

870,674
8.97
6.02

$267,346
120,61

R

1926

$hg5, 686

14,805
470,881

1«17

91.73
$51, 4ok

$37,246

1.93
12,14

Sil2,677
7.63
150419

367,028
7.63
5.80

326U4,096
116,65

$49,981

1927

$539,159

18,716
520, 443

7.46
101,67
§105,792

$39, 286
el
12. 35

$267,222
117.25

$49,028
3,637

1928

$550, 581
20,158

1929

$493,913
25,179

530,423

179
101.66
$100, kg

112,53

$4g, 22U
3,576

468,134

8,06

92.49
$92,001

$45,155
g IN=s ¢
14,00

$455, 466
7.30
148,40
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OPERATING EXPENSES OF FEDERAL RESERVE RATKS AND BRANCHES SINCE 1925, BY FUNCTIONS AND EXPENSE UNITS (Conttd)

1925 1926 1927 1928 1929

MEMORANDUM

Stock of Supplies
Cost of supplies purchased $1,022,820 $955,956  $967,1k0 $969, 203
Cost of items withdrawn from s tock

and charged to other units 1,054,236 965,081 960,450 967,219
. Net debit (#) or credit (-) -31,116 -9,125 +6,690 +1,984

(St. 6762)




Form No. 131 . .

FEDERAL RESERVEL

Office Correspondence =« Date. November 20, 1930

Mr. Hamlin Subject:

Mr. Goldenweiser

ﬁf&?giz

Total security loans of all member banks increased by
$197,000,000 between October 4, 1929 and September 24, 1930.
This increasse is the net result of an increase of $607,000,~
000 in the security loans of New York City banks and a decrease
of $410,000,000 in the security loans of banks outside of New
York City.

Another classification of the same figures is that there
was an increase of $587,000,C00 in member bank loans to brokers
in New York City and a decrease of $390,000,000 in other security

loeng of member banks.

VOLUME 208
PAGE 92
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CONFIDENTIAL November 17, 1930

TEE WORLD GOLD SITUATION

Remarks to the Federal Advisory Council

By
E. A. GOLDENWEISER

Mystical significance of gold

There has been a great deal of talk about gold in connection with
this depression. The statement that the world is 'suffering from a short-
age of zold and that this has caused a decline in prices and a general
business depression is so simple and so plausible that it has a carrying
power quite independent of whatever element of truth it may contain., 1In
popular imagination gold is not merely a precious metal, but a symbol of
plenty, of confidence, and of stability. It is surprising to what extent
a mystical interpretation of the power of gold over human destiny influ-
ences the thinking, not only of the man in the street, but also of the
economist, the banker, and the statesman.

Longz-time trends

There are two distinct phases in the gold situation, the one dealing

with lonz-time trends and the other with current short-time developments.

The long-time problem is not so immediate in its importance to banking

authorities as the short-time problem. The Gold Committee of the Leagu

of Nations uas recently made a report in which it predicts a gold short-

age as soon as, or shortly after, business activity revives, unless

measures to counteract it are adopted. Recommended measures are continued

withholding of gold from circulation; withdrawal of gold certificates, and

further concentration of gold in central banks; revision of required re-
exchangse

serve ratios; extension of the gold?étandard, and the greater use of checks,

VOLUME 208
PAGE 113
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The fact is that there is no clear evidence on which to determine whether
a gold shortage is imminent. There is conflict of opinion between auth-
orities, and the best lknown authority, Mr. Joseph Kitchin, has had to re-
vise his estimates whenever they were put to the test of actual experience,
He will probably have to do so again as time proceeds. It is not proved
that gold production in South Africa is going to diminish after a few years,
nor that other sources of gold will not be developed. The one thing that
is beyond question is that if a shortage should develop it will be the
responsibility of financial authorities to prevent it from becoming a handi-
cap to trade and industry.

Gold reserve standard

The old-fashioned semi-automatic gold standard was abandoned during the
war and has not come back. The world is now on a gold reserve standard,
under which gold serves chiefly as a reserve, the principal function of which
is to maintain public confidence. It is the duty of financial authorities
to find means of keeping public confidence, while at the same time developing
methods of banking that will make the available supply of gold sufficient to
meet the needs of trade and industry, It should not be a case of cutting the

financial garment of the world according to the available reserve material,

but of making such use of existing reserves as will provide the necessary

support to the world's trade.

Is 20ld shortage retarding business recovery?

Distinct from this briefly stated long-time view of the gold situation
is the question to what extent zold is a factor in the present depression.
The answer is that, in any direct sense, it is not a factor at all. All the

leading countries of the world at the present time have relatively low money
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rates (although rates in Germany have recently advanced) and that means
that there is no shortage of gold, for gold can affect business and prices
only by malding bank credit scarce or dear, The mechanism of the relation~-
ship between gold and credit is simple. When a central bank finds itself
confronted with a loss of gold that threatens to deplete its reserve to the
point where the public will lose confidence in the currency, that central
bank raises its rate and thereby tightens the money situation, arrests the
outflow of gold and attempts to bring about a return movement., Business
is affected by this course of action through the higher cost or the lesser
availability of money or credit, or through both, but in no other way. With
all the commercial countries of the world having low money rates and adequate

reserves to maintain these rates, at least during the early stages of a busi-

ness recovery, the conclusion is inescapable that gold is not a factor main-

taining this depression, and that there is no shortage of gold that is re-
tarding recovery.

Condition of outlyins countries

It is true that some of the outlying countries, such as Argentina,
Brazil, Australia, and Japan, have lost large amounts of gold during the
past year, but these losses have been due chiefly to the decline in the
value of their exports, and it is this decline rather than the loss of gold
that is causing difficulties to these countries, Recent gold exports from
these countries have been in accordance with policies adopted by central
authorities, and have not resulted in tight credit being an important in-
fluence against business recovery. The recovery of these countries must
come from a rise in the prices of their products and in the world demand
for these products, and that depends on business recovery in Furope and

America., Moreover, to the extent that the loss of gold by these countries
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has strengthened the gold position of the great commercial countries, it
has tended to facilitate business recovery of these countries, which would
through the increase in purchases of rav materials bring about the recovery
of the exporting countries as well.,

Did gold cause the depression?

Gold, therefore, is not at present a factor delaying business recovery.
But the question can also be raised whether it was not a factor in bringing
about the depression. Nineteen hundred and twenty-eight and twenty-nine
were years of high money rates, and these high rates undoubtedly were an in-
fluence in causing business progress to be arrested. But these high money
rates in 1928 and 1929 were caused primarily, not by gold shortage, but by
speculation in America. The insatiable demand for credit by the stock market
raised rates on call money to fanciful heights and the competition of this
high money on the stock market resulted in advances in all other rates,
Speculation, furthermore, is contagious and not only did the high rates pre-
vailing in this country draw funds from abroad, but speculation in inself
attracted foreign money in quest of quick returns, so that the flow of money
to the dearest market was swelled by funds seceking profits from speculation,
Furthermore, the prevalence of high rates and the all-absorbing interest of
investors in American common stocks dried up the channels leading to the bond
market, The flow of short-time money to the United States from abroad was,

therefore, not offset by an adequate amount of long-time lending by American

investors, with the consequence that gold flowed to America. Loss of gold

caused by these withdrawals was, in turn, the immediate cause of rate ad-

vances in many European countries, notably England and Germany.
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The question may be raised whether, if these countries had had larger
reserves, they could have withstood the attraction exerted by the American
stock market without being obliged to raise their rates in order to protect
reserves, There is no doubt that, had they had more gold, they could have
delayed the raising of their rates. The consequence, however, would
probably have been a further delay in the collapse of our stock mmrket and,
therefore, a still more radical collapse when it finally arrived. More gold
in the hands of England or Germany last year, therefore, would probably have
aggravated rather than improved the present situation.

Too rmecnh gold in the United States a factor

If gold has been a factor in bringing about the present depression, it
has been in an indirect way, and it was not the shortage of gold in the

-

world, but the over-abundance in America, that has been a factor. Large
surplus reserves in the United States continuing for many years and the in-
flow of gold from abroad between 1920 and 1927 were big factors in the rapid
growth of credit, and particularly of security loans, in the United States.
This rapid growth of credit was, in turn, a factor in the stock market boon
and, therefore, in its ultimate collapse, and the boom and collapse in the
security market have been an influence in bringing about the present de-

pression,

Causes of the depression

Speculation, however, was only one of many factors. There were many
others not closely related to credit and some not related to credit at all,

There was over-expansion of plant, which placed manufacturing industry in

the position of producing more goods than under existing conditions could

well be consumed at prevail prices, and particularly more goods of cer—

tain kinds. This led to more rapid growth of production than of consump-
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tion, notwithstanding an unprecedented rise in the standard of living.
The volume of production has, furtinermore, veen increased by the intro-
duction of an increasing amount of riore efficient machinery, so that out-
put per man has rapidly advanced. This advance in the technique of pro-
duction has not been accompanied by a comparable growth in the efficiency
of distribution, and it is probable that the maintenance of high costs of
distribution, which have prevented the decline in costs to consumers from
being comparable with the decline in wholesale prices, has been a factor
in bringing about the depression.

Price decline

A rapid drop in cormodity prices has characterized the depression
and has been both an effect and a cause of its severity and duration. The
level of prices is an integral part of the present situation, but the gold

problen and the price problem are not coextensive, Forces have influenced

gold. Prices of raw materials declined chiefly on account of over-produc-
tion aggravated in many cases by attempts at stabilization through the
building up of pools that exerted a constant depressing influence on the
market, Prices of manmufactured commodities respoanded to the decline in
costs brought about by declining prices of raw materials and by increasing
efficiency and productivity.

Other factors

There are many other factors that play a part in this depression,
some of which are of a more local character in different parts of the
world. Disturbances in India and China have dealt a heavy blow to export
industries. High costs of production based on antiquated plant and costly

soclal legislation have handicapped England in her export trade, and
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stabilization of the pound at the pre-war level has increased the burden
of debt and of taxation to be borne by British industry. Depression in
England in turn has diminished the British demand for goods from other
countries, Even outside of these determinable econonic factors there are
many less tangible psychological factors. The contagious exuberance of a
boomn and the insidious infection of depression have played their part.
With all the study that has been bestowed on business cycles, there still
remoins rmuch that is inexplicable and mystifying in their nature.

Basis of present distribution of gold

Another phase of the gold problem is the distribution of gold among
the principal countries of the world., It is well known that France and
the United States have relatively too rmch gold, and that England and
Germany have relatively not enough. This maladjustment is a cause of many
disturbances and may contribute to business instability. The ‘question is
why have we too much gold and why is France coanstantly acquiring more, while
England and Germany are hardly able to keep the necessary amount? Stated
briefly, in 8 of foreigr trade caused by forces al-
ready mentioned. 1In Germany it is the difficulty of restoring its capital
structure and at the same time paying heavy tribute abroad through repara-
tions., France has been drawing gold primarily becsuse she is a self-suffi-
cient country with a favorable balance of payments, whose people prior to
the war had invested their annual savings abroad, but have not done so in
recent years. ZFrance has large foreign balances built up during the fligh

tae at the time of the inflation and taken over in large part by

zation restored confidence. The maintenance

balances during the past two years in addition to gold imports
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indicates that France continues to have a favorable balance of payments;
that the balance of her corriodity trade, together with her invisible re-

ceipts through tourist traffic and reparation poyments, results in net

-

gains, which in the absence of foreign lending, are sufficient to permit

her to balance her books, without drawing on her foreign holdings, and in

addition to import gold from abroad.

Qur go0ld position

OQur owm situation is well known., We draw gold fron abroad because we
have a favorable balance of payments, and we have that favorable balance
partly because we have a high tariff and partly because we have claims on
foreizn countries for debts incurred during and after the war. The question
whether we have too much gold is not in itself a clear-cut one. On the
basis of our deposits and currency, our ratio is somewhat lower than that of
most countries., This, however, is an indication of the greater efficiency
of our financial machinery rather than of the absence of surplus gold, It

is also pointed out that we have $3,000,000,000 of short-time foreign funds

in this country subject to withdrawal on demand by foreigners. These heavy

demand liabilities on our market, it is argued, make it necessary for the
banking authorities to keep a larger amount of gold than would be necessary
to supoort the domestic credit structure alone. There is truth in this
contention, but it can be over-emphasized. We have balances abroad that
offset a part of the balances held here, even though the ownership of the
balances held here is more concentrated, and larger withdrawals may, there-
fore, conceivably occur. But a large part of the balances here, after all,
are in connection with necessary commercial operations, and that part is not
likely to be withdrawn in alarming amounts, Reserves, however, should be

held with a view to emergencies and somewhat higher reserves should be held

zed for FRASER
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because of these foreign balances than would otiierwise be necessary. Thae
extent of the reserve that should be kept for that purpose is not easy to
determine., The chief purpose of a reserve is to mcet sudden demands, prior
to the time when the tightening of money caused by gold exports will have
brought these exports to an end, and perhaps attracted gold from other
sources, Our reserves, therefore, should be large enough (1) to enable the
Federal reserve system to offset even considerable gold exports through
open-market operations, in case a tightening of rates should appear not to
be in the public interest; or (2) to allow the gold exports to continue
long enough to set in motion counteracting forces in the domestic market,
such as the rise of money rates, which would tend to stop the gold exports
or to attract gold imports from other countries,

There are means by which we can improve our ability to handle sudden
large gold exports, such as the substitution of Federal reserve notes for
gold in circulation coupled with a revision of collateral requirements

against Federal reserve notes,

Can the situation be improved?

Tae question arises: What can be done about it? In this country we

have taken the position that we are not interested in drawing nore gold

nor even in maintaining the existing level. In 1924 and again in 1927 the

Tederal reserve authorities adopted drastic measures to expel some of the
gold. In both cases large exports of gold followed, but in fime the gold
came baclk and we have now nearly as ruch as ever, Temporary relief can be
afforded through artificial credit ease that for a tinme ¢ gold to move
up-strean, but this does not last, and the consequences he excessive

ease may be more serious than the occasion 1o he policy. The cure may be

worse than the disease. This does not mean that nothing can be done. We
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can, for instance, undertake to buy foreign exchange in the autumn,when
the dermand for dollars is at its height, and to sell the exchange in the
spring when foreign exchanges are strong. This reverses the process by
which in pre-war days we borrowed on finance bills in the spring and re-
tired tiae debt out of the proceeds of our exports in the autumn. There
are other methods by which cooperation between central banks, through the
Banl: for International Settlements or otherwise, may alleviate many of the
more acute phases of the present maldistribution of gold.

In the final analysis, however, there is no escape from the fact thot
the international rate structure will have to adjust itself to underlying
econonic conditions. Countries that are short of capital will have to main-
tain higher money rates than countries that have an abundance of capital.
Each country in order to survive will ultimately have to work out a method
of keeping its international payments in balance. Temporary assistance dur-
ing acute stages of readjustment can and rust be extended, seasonal opera~
tions may be undertaken, but it cannot be expected that euch temporary

measures will take the place of permanent adjustnents in international econory,
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To Mr, Hamlin Subﬁm[.gbdf;§1 reserve borrowings and

FEbnif Mr. Smead
o WAW e 2—B495

k{pkera' loans of the National City Bank

In response to your telephone call yesterday afternoon I have
exemined the Federal reserve borrowings and brokers'! loans of the
National City Bank for the period from Wednesday, March 20, to Saturday,
March 30, 1929, and am of the opinion that the borrowings of the bank
during this period were to take care of the bank's reguirements as a
whole and were influenced to ounly a minor e xent by its loans to brokers
and dealers in securities.

On Wednesday, March 20, the Nationel City Rank was borrowing
$25,000,000 from the Federal reserw bank and had call loans of
$138,000,000, On the following Tuesday, during the afterncon of which
Mr, Mitchell gave out his statement regarding the bank's attitude to-
ward the market, the btank's brokers' loans had increased to $150,000,000
(the maximum reached by its brokers' loans during this Period) and its
borrowings from the Federal reserve bank amounted to $24,000,000, During
this period the bank wag out of debt for two days, aes will be noted from
the figures shown below,

On the following day,Wednesday, March 27, the bank's brokers' loans
were down to $141,000,000, while its borrowings from the Federal reserve
bank increased to $35,000,000, On Thursgday the bank's brokers!
loang were down to $135,000,000 and its borrowings from the Federal re-
serve bank were entirsly paid off,

BORROWINGS OF NATIONAL CITY BANK AT FEDERAL RESERVE BANK AND CALL IOANS
FCR OWN ACCOUNT AS *T THE CLOSE OF BUSINESS DAILY MARCH 19 to 30, 1929.
o

Indebtednesgs Call Ioans

Tuesday 3-19 $14, 000, 000 $139, 000,000
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Wednesgday 3-20
Thureday 3-21
Friday 3-22
Saturday 3-23

Monday  3-25
Tuesday 3-26
Wednesday 3-27
Thursday 3-28
Friday 3-29
saturday 3-30

25,000, 000

14,000, 000

25,000,000
2k, 000,000
35, 000, 000

138,000, 000
139,000,000
137,000,000
1382, 000,000

14%, 000 ,000
150, 000, 000
141,000, 000
135,000,000
135,000,000
135,000, 000




[Date_ December U, 1930

Subject: Changee in New York Federal Reserve
Subj Changes 1 York Fed 1R r

Mr. Smead _ Bank discount rate, 1924 - 1930

In response to your memorandum of December 1, we have prepared and are
handing you herewith a table showing changes in the discount rate of the
Federal Reserve Bank of New York from October 31, 1923 to date, also rates
on call loans and rates on customers' pazper in New York City prevailing at

the time that the changes in the Federal Reserve Bank® discount rate took
place,
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Feb, 3, 1928
May 18, 1928
July 1928

= F=
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W u-l
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Aug, 1929

Yov, 1229

g -4

Nov, 1929
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OO m
OO0

o

Feb, 1330
Mar, 1330
' May 1930
June 19730

000

[V I i = O VD
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D OO £

8
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o

op-

*First-change in discount rate of Federal Reserve Bank of New York
since February 23, 1923,
**During the week ending on the 15th of the month,

DIVISION OF BANK OPERATIONS
DECEMBER 4, 1930

ed for FRASER
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FEDERAL RESERVE BOARD

X-6151
WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO October 5 ' 1928.
THE FEDERAL RESERVE BOARD .

VOLUME 208

Dear Sir:

Prior to the last several months the Federal Reserve
Board in the exercise of its function of "review and determina-
tion" over rates of discount established by the directors of
the Federal reserve banks has been obliged to rely upon data
as to conditions in the respective districts furnished by its
own research department and scattercd information received from
the Federal reserve banks. More recently, it adopted the in-
formal procedure, upon receiving advice that the directors of
any Federal reserve bank had voted to change the rate in effect,
of wiring the officers of the bank to furnish it with a state-
ment of the reasons for the change in rate. Responses received
to these inquiries have proven to be of value to the Board in
acting upon suggested rate changes,

The Board feels that it would be of very great assist-
ance to it, if at the time the directors of the Federal reserve
bank vote to make a change in the rediscount rate they would
authorize the Chairman in advising the Board of their action to

inform it also of the reasons which actuated them in maklng thu/}

change.
The Board, therefore, has formally requested me to have
you state to your Board of Directors that if the suggested pro-

cedure is followed by them, it will bte of great benefit to the
Board.

Yours very truly,

R. A. Young,
Governor.

TO CHAIRMEN OF ALL F. R. BANKS.

\




In reply to the Board's communication of October 5, 1928, Mr. McGarrah
in letter of October 26th, stated that the bank would"be glad to furnish
the Board with the main facts which are presented to the directors at the
time of a change in our rediscount rate. Beyond that, our directors feel
that it would be impracticable for us to go, owing to the difficulties of
attempting to express the reasons which have actuated the different directors

in voting to change the rate."
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