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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Tuesday, April 18, 1944, at 11:00

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

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary

Chairman Eccles made substantially the following statement:

Yesterday I was invited to attend a meeting at the
Treasury this morning, which was also attended by Mr.
Acheson, Assistant Secretary of State, Mr. Crowley, Ad-
ministrator of the Foreign Economic Administration, and
Mr. Jones, Secretary of Commerce, with other representa-
tives from the State Department and the Foreign Economic
A_dministration being present, in addition to Secretary
morgenthau, Under Secretary Bell, and some members ofthe Treasury staff.

Secretary Morgenthau stated that he wanted to report
that the Treasury and State Departments had been discuss-
ing further steps in connection with the plans for thestabilization fund and the bank for reconstruction and
development, that he had also discussed the matter withthe President, and that it was felt it would be desirableto release to the press the joint statement of recommenda-l-ons with respect to the monetary fund which, Mr. White,
Director of Monetary Research of the Treasury, explained,
was nothing more nor less than a statement of general
Principles and would not commit this Government or anyof the participating agencies of this Government to any-thing.

Messrs. Goldenweiser and Gardner, who also attendedthe conference with me, feel that agreement with the state-ment would amount to a commitment to a major part of the
Plan notwithstanding the fact that Secretary Morgenthausaid that it would amount to a commitment only with re-
spect to the general principles and not to the details.
Apparently it would freeze the whole basis of dealing withthe stabilization program and determine in general terms
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the mechanism for it, and it would tend to freeze our
present policy of unlimited purchase of gold.

What the Treasury proposes to do is to publish the
statement of general principles which it was expected
would be accepted by the British, the Russians, the
Chinese, and ourselves. They hope to have the four na-
tions agree to publication and to obtain agreement from
some of the other participating nations. Prior to pub-
lication, the Treasury expects to appear before joint
meetings of the Congressional Committees on Banking and
Currency, Foreign Relations, Coinage, VI-eights, and Measures,
and Ways and Means and outline the proposed procedure
to them, stating that the President and the Treasury
would like to release the statement of general principles
Immediately. The question whether there will be a con-
ference of representatives of the Allied and Associated
Jations is still undetermined.

I asked Secretary Morgenthau before the meeting
Whether we would be committed to anything by attending
the meeting. He inquired whether the Board was preparedto take a position and I told him "no" and that the
Board and the System were not in a position at this
time to express an opinion because the discussions had
always been regarded as being on a staff level, that ithad been more than a year since there had been a meeting
of the principals with regard to it, and that it was un-
derstood that no commitments had been made or were ex-
pected at this time. I said it had been my understanding
that the principals would meet and consider the reportof the technicians, after which there would be an oppor-
tunitr to discuss the matter, and that no such meetinghad been called.

Mr. White stated that if the suggested conference
wer:e called it would not go outside of the statement of
Principles which would be used as a basis for discussionsat the conference. Secretary Morgenthau said that Congress-man Dewey was pressing for action on his bill and that
therefore it had been decided to make a report at a joint
meeting of the Committees of Congress before calling the
contemplated conference of representatives of the Allied

is in
Nations. Apparently the State Department

ts in agreement with the proposed procedure and is anxiousto get something going in this field.
In response to my question, Mr. White said that the

release of the statement did not necessarily mean that a
conference would be called, and that the British were still
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undecided on that point, although they were willing to
release the statement, and wanted a chance to debate it
before they agreed to a conference. Apparently the de-
cision with resoect to the conference would not be made
until after the reaction to the joint statement was avail-
able. If the conference were called, the report that
would Come from it would be a statement of principles
with the details filled in, and this would be the basis
for legislation at some later date. It was the Treasury's
thought that in presenting the statement of principlesat the joint meeting of Congressional Committees it would
point out the possibility of a conference out of which
would come a program and at which it was hoped Congress
would have representatives who would participate in the
conference so that Congress would have a part in the re-
sults of the conference and would be fully advised.

Secretary Morgenthau said that it would be embarrass-ing to this Government, after calling the conference onthe general basis of the joint statement, for someone
Within the Administration to attack the statement beforethe conference or while it was in session and that it

hoped that that would not be done.
We are not committed to the statement of principlesand we were not asked whether we would agree to callingthe conference. Messrs. Jones and Crowley made it clearthat they were not committed, and Secretary Yorgenthau

stated that he was not asking anyone to make any commit-ments.

Before the meeting I had prepared the following state-ment which I thought I might present during the meeting
:t the Treasury if occasion should arise, but the discus-ion was such that I did not feel called upon to presentit:

"In connection with the proposed Stabi-
IizaA.jsn Fund, I should like to make the fol
lowing points:

"1. The mechanism worked out in the
proposed plan is technical. The Board and
the System have not reached conclusions with
regard to it. They are considering it, how-
ever, with full realization that any interna-
tional proposal of this character must involve
many compromises on the part of all concerned.
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"2. In addition to its general interest
in the economic welfare of the country, the Sys-
tem has a special interest and responsibility in
connection with bank reserves that will be di-
rectly affected by the workings of the plan.
For this reason the System should be represented
in the group that is to select the American di-
rector of the fund and to direct his activities.

"3. It is clear that, notwithstanding this
plan, there is likely to be strong tendency for
gold to flow to the United States in the years
ahead. The System is deeply concerned about this
broader and longer-term problem which involves a
Wide range of questions with regard to our inter-
national economic policy, exports and imports,
international investments, and treatment of gold.
In the meantime, the System will certainly require
additional powers from Congress for handling ad-
ditions to member bank reserves brought about by
gold imports."

During a discussion of the whole subject, all of the members

°f the Board present indicated agreement with the views expressed in
the

prepared statement referred to above, except that Mr. McKee questioned
whether the Board should take the position that it should be represented
in the group that is to select the American director of the stabiliza-

°LA lund and to direct his activities.

Szymczak reviewed briefly for the information of the other
members of the Board present the tentative agenda, prepared by the ex-
ecutive

committee of the Conference of Chairmen of the Federal Reserve
Bank
Sf
5 or the forthcoming meeting of the Conference which is to be held

in 17ani,-
--angton on May 10 and 11, 1944. While it was understood that the

agen,
a and all decisions with respect to it were matters for the Chairmen
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to dete rmine, certain suggestions with respect to the program for the

Conference were made, and it was understood that Mr. Szymczak would

discuss them with Mr. Brainard as Chairman of the Chairmen's Confer-
ence,

Mr. Morrill presented a letter addressed to Chairman Eccles

under date of April 15, 1944, by Ralph E. Flanders, President-elect
of the Federal Reserve Bank of Boston, setting forth the outside busi-

ness 
connections which he expected to continue while he served as

President of the Boston Bank. During the discussion the following

letter to Mr. Flanders which had been prepared for the signature of

Chairman Eccles was read:

"I have brought your letter of April 15 informallyto the attention of the other members of the Board whowere available and am sending a copy, together with copy
this reply, to Chairman Creighton for the considera-

laon of the Boston board of directors.
"As you know, the negotiations which resulted inYour 
selection as President, with the approval of the

!d°ard of Governors, for the current unexpired term were
initiated and carried out by the Boston board. Conse-
quently, we feel that it is appropriate for that board to?ive first consideration to the questions raised in yourtetter. We were informed by the committee representing_he Boston board, when the approval of your selection as
/iesident was recommended, that it was understood thatthere
b were certain connections that you wished to retainut that these connections would not interfere with yourmoving to Boston and giving your entire time to the re-
?Ponsibilities of the Presidency. With this understand-

the Board made an exception to its general policynd approved your appointment, in recognition of the
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II  special service for a limited period that you would be
rendering in the capacity of President of the Federal Re-
serve Bank of Boston and the personal sacrifices that it
would entail. Therefore, if the Boston board sees no
objection to the continuation of the connections mentioned
in your letter, the Board of Governors will offer no objec-
tion."

At the conclusion of the discussion,
the letter to Mr. Flanders was approved
unanimously, together with the following
letter to Mr. Creighton, Chairman of the
Federal Reserve Bank of Boston, also for
the siEnature of Chairman Eccles:

"For your information and the consideration of the
board of directors of the Federal Reserve Bank of Boston,
am sending you herewith a cow of a letter dated April

15 which I have received from Mr. Flanders and a copy of
mY reply of this date.

"These letters are self-explanatory and we shall be
glad to be furnished for our records with a copy of thereply which your board makes to Mr. Flanders' letter. If
before taking action there is any phase of the matter thatYou would wish the Board of Governors to consider, we will
be glad to hear from you."

The action stated with respect to each of the matters herein-

after 
referred to was then taken by the Board:

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

ral Reserve System held on April 17, 1944, were approved unani-

nl°11s1y,

Chicago,

Letter to Mr. Young, President of the Federal Reserve Bank of

reading as follows:

"The Board understands from your letter of March 30that the greater part of the research work on the study
of monetary and banking policy in the post-war transition
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"period which Mr. Langum undertook to prepare for the Com-
mittee for Economic Development had been done by Mr. Langum
prior to his connection with the Reserve Bank, and that,
With the exception of a few hours, the entire work on the
manuscript has been done after banking hours on his own
time. The Board also understands that Mr. Langum has al-ready received part of the payment for the study. In view
of the facts as reported in your letter of March 30, the
Board, while it does not approve or look with favor uponthe financialarrangement under which Mr. Langum was to
receive 500 from the Committee for Economic Development
for preparing the study, will not object to the completionof the arrangement.

"The Board wishes to reiterate, however, that while
Other aspects of the matter were discussed betreen Mr.
Langum and Dr. Goldenreiser, the financial arrangements
Were not discussed, and were not known to the Board. If
they had been brought up at the time, neither Dr. Golden-
Weiser nor the Board would have acquiesced in an arrange-Tent under which a full-time officer of the Bank, while con-
tinuing to draw his regular salary, would receive an amount
equal to almost 50 per cent of his annual salary for a com-
mitment undertaken for another agency.

"The Board does not permit the members of its own staffto enter into such commitments, nor does it approve of full-time officers or employees of Reserve Banks in responsible
positions entering into such arrangements, either on a regu-lar or on a free-lance basis."

-7-
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Approved unanimously.

Letters to the "People's State Bank of Mansfield", Mansfield,

and the "Smackover State Bank", Smackover, Arkansas, reading
as 

follows:

"The Board is glad to learn that you have completedall arrangements for the admission of your bank to therederal 
Reserve System and takes pleasure in transmittingherewith a formal certificate of your membership.".1.t will be appreciated if you will acknowledge re-ceipt of this certificate."

Approved unanimously.
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Thereupon the meeting adjourned.
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