pwas
e3)
L/
-~ 5
ot

A Beeting of the Board of Governors of the Federal Reserve
S}’ste‘ .
" ¥ith the Presidents of the Federal Reserve Banks in executive

%ssio
" Was held in the offices of the Board of Governors in Washington

L MYy,
day, December 11, 1944, beginning at 3:40 p.m.

PRESENT: My, Eccles, Chairmen
Mr. Szymczak
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary of the Board of
Governors

Messrs. Flanders, Sproul, Williams, Gidney,
Leach, McLarin, Young, Davis, Peyton,
Gilbert, and Day, Presidents of the Fed-
eral Reserve Banks of Boston, New York,
Philadelphia, Cleveland, Richmond,
Atlanta, Chicago, St. Louis, Minneapolis,
Dallas, and San Francisco, respectively.

Mr. Koppang, First Vice President, Federal
Reserve Bank of Kansas City
Y, Ransom of the Board of Governors was absent on account
earings
g
C‘Jrr
e, ¥ in regard to the Brown-Maybank Bill. Chairman Day of

residentst

of
Which were being held by the Senate Committee on Banking

" Conference was absent during the first part of the
tng
of for the same reason. Mr. Leedy of the Federal Reserve Bank

anSa
s i 3 . .
Clty was absent on account of illness in his family, and

b

c & 2

¢ President Koppang was present in his place.

%y Yz, Sproul stated that the Presidents met on Friday and Satur-
£

a
it Week, that there were several questions on their agenda

Ch t
h
K thought it desirable to discuss with the Board of Governors,
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> in the temporary absence of Chairman Day of the Presidents’

Cong
*Tence, he had been requested to present the statements of views

that,

hag been prepared by the Presidents. Mr. Sproul then read a state-
!
ent, as follOWs:

Sixt "Treasury Financing. Reviewing the progress of th?
de h War Loan Drive, members of the Conference of ‘Prc_asn.-
%S reported that abuses arising primarily from indirect
Vi Subscriptions continue in evidence and that the super-
. 10n of such subscriptions is both difficult and harmful
in Member bank relations, particularly as no uniform polic—-
005 for the whole country has yet been formulated. .The
Sensus was that the present Treasury program invites
the rect subseriptions and buying for quick resale,.and
The ¢ € program should be modified for the next drive.
shcmlonferenee is of the opinion that such rflodlfica’f,ion
are include goals for non-bank subscriptions, which
tiog “ReStly attainable with the present selling organiza-
myep’ . 20d that financing through the banks should be as
S possible by direct offerings to the banks.
Bropg he Conference of Presidents suggests that these
tive Sals be reconsidered with the Treasury representa—
mit.ts by the Executive Committee of the Open Market Com-
S¢ before the next war loan drive, and that a meeting
ang +° Fresidents with representatives of the Treasury
th he Board of Governors be held immediately before

Ser rive to formulate a uniform program of policing sub-
iptions,n

t Ur. Mekee inquired whether there was any objection to sending
&
8

“tement, to the Treasury.

i ¥r. Sproul pointed out that there were two separate matters
oL

Veq A & >
tuy Vin the statement, the first of which would tie in with the

e
0 ® Which had been under consideration by the Federal Open Market

tte
e ® for the purposes of discussion with the Treasury and the
011(1

°f Whicp could be sent promptly to the Treasury as an indication
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" the desire that a meeting of the Presidents with representatives
°ftheqbeasury and the Board of Governors be held shortly before the
Rext, drive 3, regard to the desirability of a uniform program of polic-
i SWbseriptions,
Chairman Eccles commented that the executive committee of the
Q1Market Committee very likely would be meeting with the Treasury
) mlearly date for the purpose of discussing recommendations regard-
gTPeasury financing and that if a satisfactory program could be
VN‘aiout With the Treasury it would facilitate the disposition of

e probl em,

U, Davis, however, said that it was not intended that the
mmject
tye

s o

°f policing subscriptions should be cleared through the execu-
committee of the Open Market Committee and that what was desired
Separate meeting of the Presidents with representatives of the

re& 3 .

oy ad the Board because it was felt importent in the interest
of

Obt n s
bt&uﬁng uniformity of procedure at all the Federal Reserve Banks
Wy 4
l . 3
; Yas hoped that such a meeting would accomplish this purpose.

t At the conclusion of the discussion, Chairman Eccles stated

t > .
= Treasury would be advised of the Presidents' request in this

¢
onnec tiOn .

Mo, Sproul then read the following statement:

the R"EEQQQEiQnal Activities. In discussing the work that

®Serve Banks may be expected or requested to do in
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?distributing material and giving information to banks
Connection with the so-called G.I. Bill of Right§, a
destion was raised concerning the practice of sending
berial to the Reserve Banks, often without prior con-
Yation with them, to be distributed to the banking
*Ommng by in behalf of various government agencies. Such
Practice involves the relationship of the Reserve Banks
0 membep banks and to the public, as well as expense t9
.5 Reserve Banks even though to date it has not been sig-
tticant, e Conference felt, therefore, that the sub-

Jeet, Merited joint consideration with the Board of Gov-
I’nors oM

Y, Sproul stated that it was felt that the problem outlined
ty g,
ta Statement, might become a serious one in the field of member

*d publyc relations. If it became a habit or a practice for
™ .
ey G°Vernmental agencies seeking to reach the banking community

distribu’ce a lot of material through the Board and the Banks with-
°llt

g °pportunity for prior discussion as to whether or not it was
QSir . .

tny "ble from the standpoint of the Federal Reserve Banks, it might
A .

the effectiveness of their general program of bank relations.

* Peyton said there was some difference of opinion in the
identsl

should help

By
83
COnference because some of the Presidents felt that they

in these matters whenever possible.

ne Elrmen Eccles observed that a satisfactory disposition of
th
tters might be obtained if it could be understood that the
I‘iQu s Gov
°11t
to . »
“m banks everything for which they desired to use our facilities,
by

®rnmental agencies should not assume that we would send

& Should take such matters up with the Board in advance, and

Tty
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that it the Board questioned the advisability of the distribution of
N Particul ap type of material or if there were some question be-
T °f the volume of work involved, the Board might dissuade them,
e 1t was fe1t, that there was something that should be considered
o = Reserve Banks before reaching a decision, the Board might
1 up wigy them.
Ur. Sproul said he thought that what the Chairman said was
" the Presidents had in mind and that the Board might act as a
e g holding down and preventing abuse of this practice by other
agencies,
¥r. Morrizy inquired whether there had been instances of the
b : Shat Mr. Sproul had in mind other than the recent experience with
e Teterang Bureau under the G.I. Bill of Rights.
the ; e, Sproul said that he thought that that experience was really
“Casion for the statement.

111 e, Morrill sajd that there had been considerable confusion
the

r Qllow
Rgme .

ey,

V"a‘tel"&l'ls Administration as to the procedure that they should
in distributing their material; that on at least one occasion
T the Federal Reserve Banks had received material from the

. S Administration without instructions and without our prior
sit::ige 8nd that, when the Federal Reserve Banks advised us of the
oy s the matter had been taken up with the Veterans Administra-

and it was believed that it had been straightened out satisfactorily.




Ly m
I

B
viMamet .
orrill suggested that if the Federal Reserve Banks in any other

8
g
tion Would call us informally, as they did with respect to the

G.I.
1 of Rights' material, we might be able to help in straighten-

1“8 0
Ut the situation promptly.

e, Sproul then read the following statement:
Side "Building Facilities of Reserve Bank Branches. Con-
SOmeratiOn was given to the desirability of recommending
limit?°°rdinated plan for relief from the present law
Feder D€ the amount that can be expended in erecting branch
the Tal Reserve Bank buildings inasmuch as a number of
s S must provide additional branch quarters as soon
‘onstruction is possible. The Presidents felt that
I‘ea:z ®Xisting conditions the present limitation is un-
ay Mable and that an appropriate modification of the
QOnc‘:lght be considered as a relief to the Reserve Banks
reparned and as a part, even though a small one, of the
ety Tation for high levels of employment and business
e glty after the war. The Conference understood that
fop s 2rd of Governors had suggested this as a subject
Joint discussion."

Chaiman Eccles said that the subject was one to which the

rq .
& haq €lven consideration and that it had seemed to the Board that
o4

e .

- 3%0ns could be presented for modification or elimination of the
8t

lilnl g Testriction, especially in view of the fact that there is no
it

l&nq

0
" the cost of head office buildings nor upon the purchase of

or ays .
e}qsting buildings for branches and that all expenditures of

the Re

Se
Ve Banks are subject to the approval of the Board of Governors.

e‘hg b Davis stated that it seemed to him that the Board of Gov-
ts

W . - o
°ld have to be the judge of the manner in which this problem
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Shoyy 4 be approached legislatively.
LE Ur. Sproul said that both the timing and the approach should
t to the Board of Governors and that as between seeking indi-
t:::l 8uthorizations for individual branches and seeking an amendment
® law Which would eliminate the present restriction on branches,

® the
\ "8ht the general preference of the Presidents would be for the
atter

ch&il‘man Eccles said that that was also the preference of the

Bog,
" of G°Vernors .

Y, Sproul read the following statement:

Sewe"g?\bg-aSSification in Reseax:ch Departmentsdof ge-
Proveq th The Conf?rence cc_ms:Ldere‘.i, accepted and ap-
Job (. ¢ recommendations of its special Committee on
Reservasslfication in the Research Departments of the
0 si 8 ?anks. The purpose of the recommendatn.?ns is
tion fnlpllfy the present classification, making its opera-
oy 1°re flexible. The Committee has worked out broad
elimi-’nngs of jobs in the Research Departments that would
Clerk ate some fifty-odd positions above those of junior
gror.) Stenographer and typist. Descriptions of these
Popt 85 and maximum annual salary are given in the re-
“gre;d The Committee also recommended and the Conference
il'lstea that the title 'Research Department! sh?uld l.ne used
inter d of 'Department of Research and Statistics' in the
®St of uniformity and simplicity."

Ny e, Sproul said that, as he understood it, it would be neces-
hiy

or
Gov, ®ach of the Federal Reserve Banks to submit to the Board of

Stg

rs o P

Sheet & revision of the existing Form A Personnel Classification
S

So 3
Py 88 to give effect to the recommendation which had been ap-
&q

Y the Presidents' Conference. Mr. Sproul added that President
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.}
S Was the Chairman of the Presidents' Conference Committee
hiey
haq Considered the recommendations.
. Chairman Eccles stated that the matter would receive the
ard

t
S s
Consideration as soon as practicable following this meeting.

\ At this point Mr. Day joined the Conference and read the fol-
0

i Statements

tion C%"-@-l_aiion Q — Absorption of Exchange and Collec-
m&- Governor Ransom had met with the Presidents
lent 4 &y and had asked for an expression of their judg-
forcems to what should be the Board's policy as to en-
faily irf‘tp:f Regulation Q in the event the Maybank Bill
Ssage.

abSOr;i‘?t'el‘ reviewing various aspects of the exchange
ing votlon controversy, the Conference with one dissent-
v dig. ?, 2greed that, if the Maybank Bill is defeated
authoritmth this session of the Congress, the Reserve
Wag ¢ 1les should enforce the present regulation. It

© general view that if the Bill fails to pass the
tious]e_ss and if the enforcement is not undertaken expedi-
ten may’ the prestige and leadership of the Reserve Sys-
it mis{ be seriously impaired. The consensus was that
Negg . U2KeS are made, they should be on the side of bold-
lucta;n d vigor rather than on the side of caution and re-
| d,fu_{e' In expressing this view, the Conference was
SUppont of the desirability of obtaining the effective
“&tionalof the Comptroller of the Currency in forcing
Nepben . D20ks to comply with the regulation prohibiting

arges anks from absorbing exchange and collection

0285 ce but felt that, even without the support of that

> the job must be undertaken."

that Peyton said that he had cast the dissenting vote. He said
as

»0‘11(3 ®d upon his ovn observation and experience, he felt that it
be 1.s

oy i highly undesirable to try to enforce the Board's ruling with-

Co s
OPeration of the Comptroller of the Currency and of the
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Pe .
deral Deposit Insurance Corporation.
Y. McKee pointed out that the Board's policy had been that
ity

O
Yol Proceed case by case on the basis of the reports of examin

ion as they came along, and raised the question whether the intent
Of th

there
Statement, presented by the Presidents was to suggest that
Shouy g

b¢ special examinations.

Yr. MeLarin indicated that he thought that such was the case
Mo “lnted oyt that the statement used the word "expeditiously".
Chai rmap Eccles said that it seemed to him that the Reserve

e T had been given the statutory responsibility and authority to
&l With this g
the

stion had arisen
0 Sorption of exchange in the case in which the que
Ty

t
ubject; that the Board had already made a finding tha

"ply o W&y of paying interest indirectly, that that was not a
P°nslbi]_1ty of the Federal Deposit Insurance Corporation so far
? e banks were concerned, its responsibility being confined to
) e Yanks, and that it did not seem that our responsibility was
sene d ip any way by the difference in point of view of the Federal
zeposi InsurancG Corporation or by the failure of either the Federal
DOSJ_t Insurance Corporation or the Comptroller to take concurrent
i°‘=io " He added that he felt that we were entitled to expect that
Qhe omptrol]_er of the Currency wherever he found that a bank was not
t:: € With the law as interpreted by the Board would report the |
tlis the Board. pe thought that if it should come to the attention
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of - .
the Board that the Comptroller was ignoring the situation, the

0 . .

*d wou1 g have to advise the Comptroller of its views because of the
B
Oarq: g responsibility in the matter and because the Board was author-

iy .
* wnder the law to send its own examiners into national banks to

&sc X .
*Tain whethey or not complaints are justified which was a step

L
Lt va believed the Comptroller would not wish the Board to
Yk

Mr, Gilbert expressed the view that there was only one sure
ey

i Teeting the situation and that was in accordance with a sug-

gEs

Hon by Governor Ransom thet we go into the courts and endeavor to
0
btain & degy
the
t deslrability of obtaining the cooperation of the Comptroller of
e ¢

e
t ‘lrrency and the Federal Deposit Insurance Corporation, but felt
&

aratory judgment. He agreed with President Peyton about

the ® Woulq be inviting much more trouble if we did not undertake

X °Peement of the law. He said that in view of the difference

Hodon among the Governmental supervisory authorities on this

0, he thought a court settlement through a declaratory judgment

& ¢ More effective than any other method because it would then
"Metrated to be the Law of the land.

oty There followed a general discussion of various courses of

’\’li:n “hich might be followed in the enforcement of the Board's
g

e, Day then read the following statement:
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"Fair Labor Standards Act in Relation to Reserve
ESIHE. The Conference of Presidents subscribes to the
cab on that the Fair Labor Standards Ac? i§ not appli-
h&viz to the Federal Reserve Banks, and is in favor of
Boardg Mr. J. P. Dreibelbis, General Attorney of the
notwitOf Gov?rnors, seek a ruling to this effect; but

oy hstanding this opinion the Conference reaffirms the
ank’ first expressed in 1938, that the Federal Reserve
anq ;tShOUld conform to the Fair Labor Standards Act,
Ban €Xpresses the view that all of the Federal Reserve
paYm: Should review their practices with respect to the
of emnt of overtime, and with respect to classification
aboutplOYees as exempt and non-exempt, in order to bring
i the fullest possible conformity with the Act if
Y case it does not now exist."

Chairman Eccles inquired whether there was any objection on

the
Par
b of the members of the Board to the position taken in the

Bt&t
Sen . .
L It appeared that there was no objection and Chairman Eccles

8
“hich
t
9 Federal Reserve Banks could safely take. Ur. Day outlined

eemed to him that the position stated was the only one

epr°blem as it i f the Federal
Sery, had developed in the experience o e Federal Re-
© R
‘ank of San Francisco and pointed out that substantial claims
e
Lodgeq against the Bank if it were held to be subject to the

ab .
; °F Standards Act and, therefore, subject to liquidated damages
ddy 4,
Lon to the amount of overtime involved. He said that the San
¢
iy ect adv

Yhoy

b&ncis 5
Bank hag felt that it should not do anything that might af-

e
TSely the interests of other Federal Reserve Banks until the

: & Queg
\15510!1 o
Py § concluded with the understanding that the Board would give

tion had been considered from a System standpoint. The dis-

Co
nsideration to this matter.

e

vy
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The foregoing statement concluded the presentation on behalf
" the Presidents of the various matters which they desired to con-
e Mth the Board of Governors.

Thereupon Chairman Eccles presented the need which he felt
i & educationa] program to develop among the individual purchasers
g hOlders of Government bonds the importance of holding their bonds
asthGstments and not cashing them in unnecessarily. He felt that the
SEQLesm"“ship approach that had been made on the ground that purchases
Vernment bonds, particularly the E bonds, would create a backlog
rW>per8°nal spending after the war was a highly undesireble one.

e by .
el that the public would be more apt to accept an educational
p
I‘Qgram that'
ti,
n i 3 .
AL ip Scope and that to this end material might be prepared which

was sponsored in their own commmnities but would be na-

III‘lgl’lt. b

€ useq i, local advertising with the cooperation and support
of

3 . ) S

t derg in labor, agricultural, industrial, and banking organiza
Ong .

b " g Oups., He thought that sponsorship by the Treasury might
8

s“nck’l‘s'cood, and that the Federal Reserve Banks might well give

O l°°&uy

ot There followed a discussion which included comments by several
t

on to how such a program might be developed and carried

Presidents. ., Young stated that the West Side banks in Chicago
th ﬂre&d\y Started a campaign to promote the holding of bonds and
by

%Y haq developed some very effective advertising material.
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] Mr. McLarin pointed out that one factor in the situation which

e discourage people from holding their bonds was that they could

" Borron on the E bonds.

" Ur. Peyton thought that the best way to get such a program go-

L:cin:}_le country was to get the bankers behind the movement, and Mr.

V8 81d that the American Bankers Association had already started
fng along that line.

. Ur, Young said that the Treasury also had taken some steps
th

2t direction.

" Chairman Eccles said that if the Presidents did not see any

ecti

8 M to the idea and felt that it had merit, he would like at
a

PPropriate time to discuss it with the Treasury people.

t r. Sproul said that he thought it should be keyed in with
g

campai

ey

SWry selling program, and also with the Treasury buy and hold
&n s :

Which he understood is to be launched in January, 1945.

After some further discussion, the meeting was adjourned.

Secrétary. '

Chairmen.






