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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Tuesday, March 11, 1941, at 10:40

a.mh

hoard on

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Draper

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Smead, Chief of the Division of Bank

Operations
Mr. Dreibelbis, Assistant General Counsel

Messrs. Szymczak and Draper were ap-

pointed to serve with the Chairman as mem-

bers of the Personnel Committee of the Board

of Governors for the year commencing April

1, 1941, and ending March 31, 1942. In

taking this action it was understood that

when the new member of the Board who will

succeed Mr. Davis has been appointed, con-

sideration will be given, upon the request

of any member of the Board, to changes in

the membership of the Personnel Committee.

Further reference was made to the telegram received by the

March 7, 1941, from Mr. Leland, as Secretary pro tern of the

boa'rcl of directors of the Federal Reserve Bank of
 Chicago, advising

that the directors had appointed Clifford S. Young as President and

P. Preston as First Vice President of the 
Federal Reserve Bank of

ehicago with salaries at the rates of P,35,000 and 25,000 per annum,

l'esPectively, subject to approval by 
the Board of Governors of the
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Pederal Reserve System. In this connection reference was made to the

l'act that, in accordance with the action taken at the meeting of the

8c)arld on March 7, 1941, a letter had been prepared to Mr. Ruml, Chair-

of the Federal Reserve Bank of New York, advising that the Board

q Governors had approved salaries at the rates of $45,000 and $32,500

Pet —44Ar%
1um for Messrs. Sproul and Rounds as President and First Vice

Pliesident, respectively, of the Federal Reserve Bank of New York, but

that the letter had been held at the request of Mr. McKee pending de-

cision bY the Board on the salaries proposed for Messrs. Young and

P/'eston at the Federal Reserve Bank of Chicago.

Mr. Szymczak stated that Mr. Gregory, Deputy Chairman of the

Chicago Bank, had informed him that at the meeting of the directors

ch 7 it was agreed informally that at the appropriate time the

ctil'ectors would vote to appoint Frank D. Williams as a Vice President

"he Chicago Bank with salary at the rate of $21,000 per annum, that

'
r,
regory had subsequently stated to Mr. Williams that he did not

'eve the Board would be willing to approve a salary at that figure,

11(1 that Mr. Williams told the directors during the meeting that he

disc,
it with the directors of his own Bank and with Mrs. Williams

4" that he did not want to take the matter up with them until he knew

Ilhat 
salary

it h

11°t desire to have any action taken on the matter until he could

the Board of Governors would be willing to approve for him

e were appointed a Vice President of the Chicago Bank.
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In the discussion which ensued it was pointed out that provi-

sion would have to be made at the Federal Reserve Bank of Chicago for

someone qualified to take Mr. Young's place as head of the examination

work of the Bank, that there was the additional question of a proper

research and statistical organization at the Bank, and that there was

a question haw the addition of Mr. Williams to the official staff

Would meet these problems. The opinion was also expressed that there

was a question whether any addition to the official staff of the Bank

was necessary and that, in any event, the President of the Bank should

have an opportunity to review the situation and make a recommendation

as to the action to be taken.

In a discussion of the action to be taken with respect to the

Balaries proposed by the directors for Messrs. Young and Preston as

l'esident and First Vice President of the Bank it was agreed unanimously

that, in view of all the circumstances, although it was believed that

the salary of the position of First Vice President of the Federal Re-

serve Bank of Chicago under ordinary circumstances should not exceed

20,000 a year, the Board would not feel justified at this time in re-

dtleing Mr. Preston's salary below the rate of $25,000 per annum which

he had been receiving. There was also agreement that the salary for

the
Position of President at the Federal Reserve Bank of Chicago should

not exceed :t30,000 Per annum and that while under ordinary conditions

111's Young's salary upon entering that position would be fixed at a

figure below that amount, in view of the fact that Mr. Preston's
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salary as First Vice President had been $25,000 per annum, and Ir.

Young had had a long period of satisfactory service at the Bank, the

80ard would be justified in approving a salary at the maximum rate for

lir. Young, with the understanding that Mr. Szymczak would explain the

situation fully to Mr. Young when he is in Washington next week in con-

with a meeting of the Presidents' Conference.

bers

Thereupon, Mr. Szymczak moved that
Mr. Lewis, Chairman of the Federal Reserve

Bank of Chicago, be advised that the Board
approves a salary at the rate of $30,000
per annum for Mr. Young as President of

the Federal Reserve Bank of Chicago for
the period from March 1, 1941, to March
31, 1942, inclusive, if fixed by the di-
rectors at that rate and that the Board
approves a salary at the rate of $25,000

per annum for Mr. Preston as First Vice

President of the Bank for the same period.

Mr. Szymczak's motion was put by the

Chair and carried unanimously. In taking

this action it was understood that the

letter to Mr. Ruml with respect to the

Board's action on the salaries of Messrs.

Sproul and Rounds would be sent immedi-

ately.

There was further discussion of the

possible appointment of Mr. 'Williams as

a Vice President of the Chicago Bank, and

Mr. Morrill was requested to draft a let-

ter to Mr. Lewis along lines suggested

during the discussion.

Before this meeting there had been circulated among the mem-

of the Board, at Mr. Draper's request, a draft of letter to the

?I'esidents of all Federal Reserve Banks which would take the position

that the existence of an emergency plant facilities contract between
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a borrower and the United States places the expenditures made by the

borrower for the performance of such contract in the category of work-

ing capital rather than capital expenditures to the extent that the

United States is committed to repay the cost of the emergency plant

facilities, and that a Federal Reserve Bank may make such advances in

a Proper case under the provisions of section 13b of the Federal Re-

8e1ve Act for the purpose of providing the borrower with working capital

to this extent. Mr. Draper stated that when the letter was prepared

he felt it would be desirable for the Board to take the position stated

in the letter but that in the light of subsequent developments bearing

11Pon possible legislation he would like to suggest that the matter be

deferred for the time being.

Mr. Draper's suggestion was approved
unanimously, with the understanding that

he would be authorized to advise the Pres-

idents of the Federal Reserve Banks, at

any time he thinks it desirable to do so,

that the members of the Board concur in the

view set forth in the proposed letter.

Mr. Morrill stated that at the suggestion of Mr. McKee, and

with the approval of other members of the Board, there was sent to the

St4te and Treasury Departments under date of February 27, 1941, a

Copy' of a letter dated February 11, 1941, from the Federal Reserve Bank

cif Ilew York containing information with respect to the movement of

Urlited States currency between this country and foreign countries, and

that under date of March 7, 1941, Mr. Berle, Assistant Secretary of
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State, acknowledged receipt of the letter and advised that the State

Department would be glad to receive further information of this char-

acter which the Board might care to make available to the Department

Iroa time to time. It was also stated that the Treasury Department

had expressed appreciation of the information sent to it. Mr. Morrill

inquired whether the Board desired to authorize the submission of the

information to the Department of State as received from the Federal

Reserve Bank of New York.

Mr. McKee suggested that the Secretary be authorized to advise

the Federal Reserve Bank of New York of the request received from the

State Department, to suggest that such information as the New York

Bank collects with respect to the movement of United States currency

into and out of the United States be submitted to the Board period!-

and to transmit the information to the State and Treasury De-
c

Partments as received from the New York Bank.

Mr. McKee's suggestion was approved

unanimously.

Mr. Draper referred to the discussions at the meeting of Pres-

idents of the Federal Reserve Banks with representatives of the Board

°f Governors and Defense Contract Service on February 7, 1941, with

l'esPect to the payment by the Federal Reserve Banks of expenses in

°flnection with the expansion of the use of subcontractors in meeting

the needs of the defense program, and to the suggestion made at that
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meeting that the Federal Reserve Banks assume at least for a time, in

addition to the expenses already being incurred, the salaries of the

District Managers to be employed in each Federal Reserve Bank city

and at some of the Federal Reserve branch cities. Mr. Draper stated

that when the present organization was first proposed he took the

Position that all of the expenses with respect to engineering and

Production phases of the program should be paid by the Office of Pro-

dlIction Management and that the Federal Reserve Banks should assume

°Illy those expenses relating to working out the financing needs of

Contractors and the interpretation of contracts, that if the Banks

assumed the latter costs as well as the salaries of the District Man-

agers a rough estimate indicated that the total expense assumed by

the 
System would be around $200,000 per annum, exclusive of space, and

that if the total field expense of the Defense Contract Service were

Paid including the salaries of District Managers, engineers, clerks,

ariU traveling and other expenses, the cost might run as high as $650,000

Per Year and possibly higher. Mr. Draper expressed the opinion that,

if the activity being carried on by Defense Contract Service is a worth-

while one, the Office of Production Management should be willing to

PaY its part of the expense, and that the position shoul
d be taken

that while the System is willing to bear for a time the expenses agreed

to at the meeting on February 7, 1941, it is not willin
g to assume ad-

ditional expenses. The other members of the Board who were present
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were in agreement with Mr. Draper's position.

In the discussion which followed it
was agreed that Messrs. Eccles, Szymczak,
and Draper should discuss the matter fur-
ther with Mr. Mehornay, Chief of Defense
Contract Service.

At this point Messrs. Thurston, Smead, and Dreibelbis left

the meeting and the action stated with respect to each of the matters

hereinafter referred to was then taken by the Board:

The minutes of the meeting of the Board of Governors of the

Federal Reserve System held on March 10, 1941, were approved unani-

111°11sly.

Letter to the board of directors of "The Ashville Banking

°ompanyu, Ashville, Ohio, stating that, subject to conditions of mem-.

bership numbered 1 to 3, inclusive, contained in the Board's Regula-

ti°n H, the Board approves the bank's application for membership in

the Federal Reserve System and for the appropriate amount of stock in

the Federal Reserve Bank of Cleveland.

Approved unanimously for transmis-

sion through the Federal Reserve Bank

of Cleveland.

Thereupon the meeting adjourned.

ffiRiz  -11) aititAsLa

APProved: 
//7

Secretary.

Chairman.
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