
A meeting of the Board of Governors of the Federal Reserve

518tera was held in Washington on Tuesday, June 17, 1941, at 11:00 a.m.

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

Mr. Morrill, Secretary

Yr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Thurston, Special Assistant to

the Chairman
Mr. Wyatt, General Counsel

Mr. Paulger, Chief of the Division

of Examinations
Mr. Dreibelbis, Assistant General

Counsel

Reference Was made to the action taken at the meeting of the

80A,A
-, with the Presidents of the Federal Reserve Banks on June 11,

1k1 in approving the appointment of a committee consisting of two

ill'esidents and a member of the Board to study the question of currency

11"L1ng and the use of currency for subversive puruoses and to submit

definite recommendations at the next meeting of the Presidents
 with the

13°ex'cl, and to the appointment at that meeting by Mr. Sinclair,
 as Chair-

Of the Presidents' Conference, of Messrs. Sproul and Le
ach as rep-

l'esentatives of the Presidents' Conference on the committee, it being

1111derstood that the committee would also consider the question of as-

elet n C e by the System in the defense savings bond campaign.

By unanimous vote, Mr. McKee was

appointed as the Board's representative

on the committee and the Secretary was
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requested to suggest in the letter to

President Sinclair advising of the ap-

pointment of Mr. McKee that, because

of the special interest of the Federal

Reserve Banks in the two matters to be

considered, Mr. Sproul be appointed

Chairman of the committee.

There was then presented a letter dated June 16, 1941 from

AlBra
"4-ey D. Nash, Financial Consultant in the Office of Production

4411 
agement, suggesting the designation of a Federal Reserve Bank as

clePository for funds received in payment for scrap aluminum col-

lected on a nation-wide basis. Mr. Morrill stated that in consulta-

ti°11 between Mr. Draper and Ir. Smead it was suggested that the

Pederal Reserve Bank of Richmond would be the logical Bank to receive

the dePosits, and that the matter was taken up informally with Mr.

IV`111, First Vice President of the Bank, who stated that it would be

egreleable to the Bank to open such an account for the handling of

these funds, if approved by the Board of Governors.

After a discussion, the follow-

ing reply to Mr. Nash's letter was

approved unanimously:

"In accordance with your request of June 16, 1941, the

Board of Governors has designated the Federal Reserve Bank

of Richmond to serve as a depository to receive checks from

each of the 48 State Governors and possibly from a few of
the territories representing the proceeds of the sale of

scrap aluminum collected on a nation-wide basis by the Of-
fice of Production Management.

"It is noted from your letter that you anticipate that

°n1Y about forty-eight checks will be received for deposit

azd that only three checks will be dram against this fund,
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"One each in favor of the Office of Civilian Defense, the

Red Cross and the United Service Organizations.

"A copy of your letter has been forwarded to the Fed-

eral Reserve Bank of Richmond, and it is suggested that you

communicate with Mr. amead, Chief of the Board's Division

of Bank Operations, who will be glad to arrange such con-

ferences as may be necessary to work out the details of the

Procedure for the deposit and payment of the funds."

There was also presented a memorandum dated June 14, 1941, from

11r. ClaYton submitting a letter dated June 11, 1941, from Congressman

Vins°111 Chairman of the House Naval Affairs Investigating Committee,

Which requested that the Board make available to the committee for a

tem—
t,urary period the services of Charles Malone, Federal Reserve Ex,

4114er in the Division of Examinations. The memorandum stated that as

ident of the American Glider Association Mr. Malone testified re-

centay before the House Committee on the use of gliders in warfare, that

hewas a member of the Lafayette Escadrille during the World War and had

kept 
himself well informed respecting the use of aircraft generally in

rililitarY operations, that the committee felt he was particularly quali-

fied to organize material for presentation at further hearings of the

C on,
-4nuttee, and that for these reasons Chairman Eccles recommended that

his
ervices be made available to the committee in accordance with a

ctraft of letter to Congressman Vinson submitted with the memorandum.

Certain changes were suggested in

the draft of letter referred to and af-

ter consideration of these changes the

letter was approved unanimously as fol-

lows:

"The Board has considered your letter of June 11 in

Which you request a temporary loan of the services of Mr.

Charles Malone of the Board's Division of Examinations.
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"Unlike most departments of the government, the Board's

employees are not paid from government appropriations and
its staff is relatively small. Accordingly, the Board has

followed a policy in most instances of not granting such re-

quests. It is our understanding, however, that Mr. Malone,

because of his air service in the World War and his position
as President of the American Glider Association, possesses

Special qualifications which would make his services of par-

ticular value to your Committee at this time.
"For this reason, we are glad to make an exception in

this case and place Mr. Malone's services at the disposal of
the Committee for the period which your letter states it is

expected will not extend beyond thirty days, and the Board

will make such arrangements as may be necessary for meeting

Mr. Malone's responsibilities during his absence."

Mr. Morrill stated that the text of the annual report of the

-"4 of Governors for the year 1940 was being submitted to the mem-

bers 
of the Board in galley form, which would be revised to include

a1i of the changes in the second revision of the text as set forth in

kr, 0
401denweiser's memorandum of May 26, 1941, a copy of which had

been
sent to each member of the Board

The members present having indicated

that they had no further changes to suggest

in the report, Mr. Szymczak moved that the

report be approved with the understanding

that the completed report would be submit-

ted to the Speaker of the House of Repre-

sentatives and President of the Senate as

soon as printed and given such further dis-

tribution as is approved by Mr. Draper.

This motion was put by the chair and

carried unanimously.

At this point Messrs. Thurston and Dreibelbis withdrew from

the Meeting.

Chairman Eccles stated that members of the staff of the Board
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41110f the Office of Price Administration and Civilian Supply had pre-

Pared a draft of executive order which would authorize the Board to in-

Oatute installment credit controls, that he was inclined to the opinion

that the order was too broad in its application, and that in the absence

q objection from the other members of the Board he proposed to suggest

"r. Rolf Nugent, of the Office of Price Administration and Civilian

SUR-aY, at a conference tomorrow that the order be restricted in the be-

ginning to durable consumer's goods, including housing, with the under-

ri81.cling that if it subsequently should appear necessary or desirable

the order could be amended to broaden the authorization.

All of the members present indi-

cated that they were in agreement with

the position proposed by Chairman Eccles.

Mr. Svmczak referred to the Board's letter of
 June 4, 1941,

to kr. Ruml, Chairman of the Federal Reserve Bank of New in which

it was stated that the Board approved the expendi
ture of not more than

12 Orv•) of which each Federal Reserve Bank would pa
y one-twelfth to

Cover the cost of the study under the direction of 
Mr. Balderston of a

Career system for the Federal Reserve Banks. Mr. Szymczak stated that

tW° of the Federal Reserve Banks had not yet app
roved the contemplated

PaAllent, that Mr. Neely, as Chairman of the co
mmittee appointed pur-

kant to action taken at the meeting of the Ch
airmen at White Sulphur

8Prings on April 26, had made tentative arrangem
ents with Mr. Balderston

Who also had commitments from Messrs. Karl Bopp and William H. 
Newman

to assist in the study, that if the study was not to be made Mr.
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Balderston should be informed at once so that these men could take ad-

/7411tage of other opportunities that had been available to them for

ilf°rk during the slimmer months, and that, therefore, Mr. Rural desired

t° Send the following letter to the Chairmen of other Federal Reserve

8;4)144:

"With reference to the study of Executive Personnel,
ten banks have approved the provision of Technical Assistant

to the Special Committee; one has not acted, and may not be

able to act before June 26, and one has disapproved, but

m4Y reconsider at a later date.
"The Executive Committee of the Chairmens' Conference

has discussed the situation with the Board of Governors, and
in view of the necessity of giving a decision to Mr. Balder-
ston and his assistants, we have authorized proceeding with

the study on the following basis.
"Mr. Balderston will make his first plans on the basis

of a budget of $10,000, and this will be expanded to the

°riginal budget of $12,000 which was felt desirable to make

4 complete study. When and if the two banks which have not

Yet approved do so, the only change under this arrangement

fr°ca MY previous letter is that each approving 
bank will pay

not to exceed $1,000 - the same amount as before - but not

1/12 of the total expenses. I had stated the proportion of

total expense will be according to the number of banks par-

ticipating, but as I have said, will not exceed $1,000.

"We assume that this slight modification meets with

,Your approval and we are hopeful that the original plan
 may

°e fully carried out."

Mr. Szymczak was requested to inform

Mr. Ruml by telephone that the Board would

have no objection to his sending the letter

to the other Chairmen.

At this point Messrs. Wyatt and Paulger left the meeting and

theaction stated with respect to each of the matters hereinafter 
re-

to was than taken by the Board:

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



738

6/17/41 —7 —

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

Federal Reserve System held on June 16, 1941, were approved unani-

40484.

Memorandum dated June 13, 1941, from Mr. Smead, Chief of the

Dtneicn of Bank Operations, recommending that, for the reason stated

in the memorandum, Miss Aili Hilja Laitinen be appointed as a stenog-

rapher 
in that Division, with salary at the rate of $1,440 per annum,

effective as of the date upon which she enters upon the performance of

her 
duties after having passed satisfactorily the usual physical exam-

Approved unanimously.

Letter to Mr. Paddock, First Vice President of the Federal

aeserve Bank of Boston, reading as follows:

"In accordance with the recommendation contained in

Your letter of June 12, 1941, the Board extends until

August 4, 1941, the time within which 'Puritan Bank and

Trust Company', Meriden, Connecticut, may accomplish mem-

bership in the Federal Reserve System.

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.
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