
Z.Y+41.31"-

A meeting of the Board of Governors of the Federal

Reserve System was held in Washington D. C., on Friday,

September 28, 1945, at 10:30 a.m.

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

Mr. Carpenter, Secretary
Mr. Connell, General Assistant,

Office of the Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the

Chairman
Mr. Smead, Director of the

Division of Bank Operations
Mr. Vest, General Attorney
Mr. Thomas, Director of the

Division of Research and
Statistics

Mr. Johnson, Personnel Officer
Mr. Wyatt, General Counsel

Mr. Thomas reviewed briefly for the information of the

members of the Board the report made at the meeting of the board

of directors of the Federal Reserve Bank of New York on September

27, 1945, at which Mr. Thomas was in attendance, by Mr. Winthrop W.

Aldrich, Chairman of The Chase National Bank of New York, on his

recent trip abroad.

There were presented telegrams to Mr. Flanders, President

of the Federal Reserve Bank of Boston, Mr. Treiber, Secretary of

the Federal Reserve Bank of New York, Messrs. Leach and McLarin,
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Presidents of the Federal Reserve Bank of Richmond and Atlanta,

respectively, Mr. Stewart, Secretary of the Federal Reserve Bank

cf St. Louis, Mr. Ziemer, Vice President of the Federal Reserve

Bank of Minneapolis, Mr. Caldwell, Federal Reserve Agent at the

Federal Reserve Bank of Kansas City, Mr. Gilbert, President of

the Federal Reserve Bank of Dallas, and Mr. Earhart, Vice Presi-

dent of the Federal Reserve Bank of San Francisco, stating that

the Board approved the establishment without change by the Fed-

eral Reserve Banks of St. Louis and San Francisco on September

25, by the Federal Reserve Bank of Atlanta on September 26, by

the Federal Reserve Banks of New York, Richmond, Minneapolis,

Kansas City, and Dallas on September 27, 1945, and by the Federal

Reserve Bank of Boston today, of the rates of discount and pur-

chase in their existing schedules.

Approved unanimously.

In connection with the above matter Mr. McKee raised

for consideration the desirability of renewing with the Treasury

the discussions with respect to the elimination of the prefer-

ential discount rate now in effect on advances to member banks

secured by Government obligations maturing or callable in one

Year or less.

In the discussion which followed, it was the consensus

that the Treasury would not be prepared to discuss the matter

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



ri

9/28/45 -3-

until after the Victory Drive, that the Treasury was on notice

that the Board intended to bring it up again at the first favor-

able opportunity, and that it should be taken up with the Secre-

tary of the Treasury as soon_ as the drive was out of the way.

Mr. Draper referred to the informal discussions of the

members of the Board with respect to the reappointment of Jay

Taylor as Class C Director, Chairman, and Federal Reserve Agent

at the Federal Reserve Bank of Dallas and to Mr. Taylor's letter

of September 21, 1945, in which he stated that he had returned

to Dallas and was reestablishing his contacts with the work of

the Bank.

Chairman Eccles stated that, in accordance with the de-

cision reached during informal discussions with the members of the

Board he had told Mr. Parten, Deputy Chairman of the Bank, who

happened to be in Washington, that because of Mr. Taylor's many

Other activities which interfered with his giving the position

Of Chairman all of the attention it required, the Board had come

to the conclusion that it would not reappoint Mr. Taylor at the

end of the present term and would like to appoint Mr. Parten as

Chairman. Mr. Parten's response, Chairman Eccles said, was that

he would consider the matter and get in touch with the Chairman

again.

It was agreed that no further action
need be taken by the Board at this time
and that after the forthcoming Chairmen's
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Conference a letter would be addressed
to Mr. Taylor expressing the Board's
appreciation of his services during the
period of approximately nine years that
he had served the Bank.

1548

Mr. Szymczak and Mr. McKee stated that in accordance with

the action taken at the meeting of the Board on September 7, 1945,

With respect to the proposed purchase of a site for an annex to

the Pittsburgh Branch building they had looked into the possibil-

ity of (1) a long-term lease for space in the nearby Gulf Oil

Building, and (2) construction of a building on the property owned

by the Pennsylvania Railroad Company, the upper floors of which

would be used by the Branch, and that, as indicated in a letter

dated September 13, 1945, from Mr. Doherty, Chairman of the

Pittsburgh Branch Building Committee, and in a memorandum from

Mr. McKee under date of September 26, 1945, there appeared to be

no hope that either of these proposed courses would be possible

of accomplishment.

Mr. Szymczak stated that Messrs. McKee and Morrill con-

templated attending a meeting of the Board of Directors of the

Cleveland Reserve Bank next week and that, if agreeable to the

Board, Mr. Morrill would stop over in Pittsburgh on his return

trip and look into the proposal of the Cleveland Bank for purchase

Of an annex site. All of the members of the Board favored this

suggestion.
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Chairman Eccles then referred to the Board's letter of

September 14, 1945 (S-871) with respect to future building oper-

ations of the Federal Reserve Banks and particularly to the state-

ment that it was desirable that the Federal Reserve Banks proceed

With preliminary plans for the provision of such additional space

as appeared to be necessary on the basis of the probable future

volume of operations so that construction work could be commenced

Without delay when conditions permit. In view of the possible

consolidation of the Federal banking supervisory agencies and

Other uncertainties in the present situation, he doubted that

the Federal Reserve Banks could reach any satisfactory conclusions

at this time as to their future space requirements, and it was his

thought that until the outlook was more definitely predictable

there was not much point in the Banks' contracting with architects

for the preparation of detailed plans and specifications for ad-

ditions to existing, or the erection of new, buildings. In these

circumstances, it was his suggestion that the matter be placed

on the agenda for discussion with the Presidents at the time

of their forthcoming Conference.

All of the members of the Board
concurred in Chairman Eccles' sug-
gestion, and it was agreed unani-
mously that a letter should be ad-
dressed to Mr. Day, Chairman of the
Presidents' Conference, requesting
that the Presidents be prepared to
discuss the matter when they are here
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During the discussion which ensued Mr. Ransom stated that

he concurred in Chairman Eccles' suggestion, that it raised a

question as to the advisability of preparing further plans and

Specifications at this time, but that aside from that point he

wanted to say again that the Federal Reserve Banks should not be

made to feel that the decision was theirs as to when building

operations should be undertaken and that it should be made clear

by the Board in all cases that this was a decision that was to be

made by the Board.

In connection with the above matter reference was made

to a letter from Mr. Young, President of the Federal Reserve

Bank of Chicago, dated September 17, 1945, requesting the Board's

approval of the employment of an architect to prepare plans and

Specifications for expansion of the quarters of the Detroit Branch.

It was agreed that the Board's
reply should be deferred until after
the discussion of the whole matter
of building operations with the
Presidents.

Mr. McKee referred to a memorandum dated September 24,

from Mr. Bethea, Director of the Division of Administrative

Services, recommending that (1) Mr. Sven Johnson, who has been

on military leave, be reinstated in his position as Foreman of

Laborers in the Division of Administrative Services, at a basic

salary of $2,650 per annum, (2) that Mr. P. C. Riston, who has

been serving as Foreman of Laborers during the absence of Mr.
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Johnson, be transferred to his former position of Assistant Foreman

of Laborers and that his salary be reduced from $2,364 to $2,166 per

annum, and (3) that Mr. E. J. Weeks, Sr., who has been serving as

Assistant Foreman of Laborers during Mr. Johnson's absence be trans-

ferred to his former position of laborer and that his salary be re-

duced from $2,100 to $1,800 per annum.

Mr. McKee stated that when the memorandum came to his

desk he wondered whether all possibilities had been exhausted

as to some arrangement which would make it unnecessary to decrease

the salaries of Messrs. Riston and Weeks.

After a discussion, Mr. McKee moved
that, inasmuch as it was expected that
Mr. Johnson would return to work next
Monday, October 1, 1945, the Board ap-
prove Mr. Bethea's recommendation with
respect to the reappointment of Mr.
Johnson, with the understanding that
the Personnel Committee would give
further consideration to the possibil-
ity of some arrangement within the
Board's organization which would not
necessitate a reduction in the salaries
of Messrs. Riston and Weeks and that a
further recommendation would be made to
the Board.

Mr. McKee's motion was put by the
Chair and carried unanimously.

At this point Messrs. Connell, Smead, Vest, Thomas, Johnson

and Wyatt withdrew from the meeting.

Mr. Szymczak stated that, because of the pending resigna-

tion of Mr. Pollard, Assistant Director of the Division of Exam-

inations, to accept another position, and possibly other resig-
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nations in in the Division, Mr. Paulger had discussed with him

(Mr. Szymczak) and Mr. McKee the steps that should be taken

to fill the vacancies that the resignations would create. He

also said that he and Mr. McKee were raising the question at

this time because of his interest in the examination of the

Federal Reserve Banks and Mr. McKee's interest in the super-

vision of examinations of State member banks.

It was Mr. Paulger's suggestion, Mr. Szymczak said, that

Mr. Millard, who was in charge of the road force, and, if he

can be spared, Mr. Murff, second in charge of the road force,

be brought into the Washington office of the Division of Exam-

inations and that Mr. Mikes, an examiner in the Division, be

Placed in charge of the road force, with the thought that members

of the Board would become more familiar with Messrs. Millard and

Murff and be in a better position to give them consideration

along with others for appointment to fill any vacancies that

might result from resignations or promotions.

There was a discussion of Mr. Paulger's suggestion and

of members of the Board's staff who were or had been in the Di-

vision of Examinations who might be considered for advancement

in the Division.

At the conclusion of the discus-
sion, Mr. Paulger's suggestion was
approved unanimously as a temporary
arrangement, with the understanding
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that, if and when vacancies occurred
in the Division, those considered for
advancement would include all members
of the Board's staff who were or had
been members of the Division of Exam-
inations and who might be qualified
to fill the vacancies.

Before this meeting Mr. Szymczak sent to each member of the

Board a memorandum prepared by him under date of September 27, 1945,

in accordance with an understanding reached during the informal

discussions of the members of the Board last week that he would

submit a recommendation with respect to changes in the maximum

salaries established by the Board for Presidents and First Vice

Presidents of the Federal Reserve Banks. The memorandum reviewed

the circumstances surrounding the establishment of the existing

maximum salaries and recommended that no change be made in such

maximums except to increase to $25,000 and 0.8,000 per annum the

maximum salaries established for the President and First Vice

President, respectively, of the Federal Reserve Banks of Richmond,

Atlanta, St. Louis, Minneapolis, Kansas City, and Dallas, which

would make them the same as the existing maximums for the Federal

Reserve Banks of Boston, Philadelphia, Cleveland, and San Fran-

cisco. The principal reasons for this recommendation were (1) the

fact that each President is called upon periodically to serve as a

member of the Federal Open Market Committee; (2) problems which

must be dealt with are largely the same at all the Federal Reserve
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Banks; (3) the services which they render are quite similar and

vary only in detail; (4) each Federal Reserve Bank is one of

twelve which, together with their branches, constitute a system

serving the public interest in substantially the same manner

throughout the United States; and (5) these considerations have

been emphasized by war activities and the geographical distinc-

tions set up in the Balderston Report do not have the same degree

of validity that they would have in the case of commercial banks.

As a corollary to the above recommendation, Mr. Szymczak

also recommended that it be understood that no Vice President or

other officers below the rank of First Vice President should re-

ceive a salary equal to that of the First Vice President, that

there be a differential of not less than $1,000 between the salary

of the First Vice President and that of the next ranking Vice

President, and that all other salaries be considered in relation

to these salaries on the basis of relative duties and respons-

ibilities.

In the course of a discussion of the possible bases for

comparing the size and importance of the respective Federal Re-

serve Banks, Mr. Szymczak suggested that, if his recommendation

were approved with respect to the maximum salaries of the Pres-

idents and First Vice Presidents of the six Banks named, the new

maximums be made effective with the next salary year for each of

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



10:3;)— ,

9/28/45 -11-

the Banks beginning in 1946 and that after the forthcoming Chair-

men's Conference a letter be addressed to the Chairman of each

Federal Reserve Bank advising him of the Board's action. This

Procedure was suggested to enable Chairman Eccles to confer with

the Chairmen of the Federal Reserve Banks of Richmond, Atlanta,

Kansas City, and Dallas (at each of which the salary of the

President was below the proposed maximum) in accordance with

the statement contained in the Board's letter of June 29, 1944,

that when the matter of maximum salaries of Presidents was again

taken up the Board would be glad to consult the Chairmen of the

Banks concerned.

It was made clear during the discussion that if the pro-

posed maximum salaries were approved it would not be expected

that the salaries of any new appointees to those positions or the

salaries of present incumbents would be placed at the maximum

until they had demonstrated that they could carry on their duties

in a manner which would justify the higher salary.

Chairman Eccles referred to the maximum of $45,000 estab-

lished by the Board for the position of President of the Federal

Reserve Bank of New York and presented considerations which he

felt might be ample to justify the restoration of the maximum to

50,000, with the understanding that such action would not neces-

sarily imply that the Board would increase the salary of Mr. Sproul
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to that amount. Chairman Eccles' comments were discussed and, while

it was felt that no action should be taken in that direction at this

time, it was agreed that any member of the Board was free to bring up

for consideration at any time the maximum salaries established by the

Board for the position of President or First Vice President at any of

the Federal Reserve Banks.

At the conclusion of the discussion, Mr.
Szymczak's suggestions were approved unanimously,
with the understanding that when the Chairmen of
the Federal Reserve Banks were here in October,
Chairman Eccles would confer with the Chairmen
of the Federal Reserve Banks of Richmond, Atlanta,
Kansas City, and Dallas regarding the maximum sal-
aries established for the Presidents and First
Vice Presidents of those Banks and that thereafter,
in the absence of further developments, the Federal
Reserve Banks would be notified of the Board's action.

Mr. Szymczak said that if further consideration were given to

l'aising the established maximums, particularly at New York and Chicago,

there were certain vies that he would like to present to the Board at

that time.

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

Ileeerve System held on September 26, 1945, were approved unanimously.

Memorandum dated September 24, 1945, from Mr. Thomas,

Director of the Division of Research and Statistics, recommending

that Mrs. Lillian B. Townsend be appointed as a clerk-stenographer

111 that Division on a temporary basis for an indefinite period
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with salary at the rate of $2,100 per annum, effective as of the

date upon which she enters upon the performance of her duties

after having passed the usual physical examination and subject

to a satisfactory check of her references. The memorandum stated

that Mrs. Townsend will become a member of the Civil Service Re-

tirement System if investigation shows that she has funds in that

System; otherwise, she will become a member of the Federal Re-

serve Retirement System.

Approved unanimously.

Memorandum dated September 26, 1945, from Mr. Pauleer,

Director of the Division of EXaminations, recommending that

Miss Virginia E. Wells be appointed as a clerk-typist in that

Division on a temporary basis for an indefinite period with salary

at the rate of $1,902 per annum, effective as of the date she

enters upon the performance of her duties after having passed

the usual physical examination. The memorandum stated that Miss

Wells is a member of the Civil Service Retirement System and will

continue in that System.

Approved unanimously.

Memorandum dated September 25, 1945, from Mr. Carpenter

recommending, for the reasons stated in the memorandum, that

Mrs. Margery D. Maize, a file clerk in the Secretary's Office,

be granted leave without pay from October 2 through October 31,
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1945. The memorandum stated that Mrs. Maize is a member of the

Board's retirement system without death benefits, and therefore

Will not make any contributions to the retirement system during

the period of her leave without pay.

Approved unanimously.

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

Reserve Bank of Minneapolis, reading as follows:

"The Board of Governors approves the change in the
personnel classification plan of the Helena Branch as
submitted with your letter of September 22) 1945."

Approved unanimously.

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

Reserve Bank of Kansas City, reading as follows:

"The Board of Governors approves the changes in
the personnel classification plan of the Federal Re-
serve Bank of Kansas City and the Oklahoma City Branch
as submitted with your letter of September 22, 1945."

Approved unanimously.

Letter to Mr. Sheehan, Chief Examiner of the Federal Reserve

Bank of New York, reading as follows:

"This will acknowledge receipt of your letter of
September 19, 1945, enclosing a letter from The National
City Bank of New York addressed to the Board with regard
to plans for resuming operation of its branches in
Shanghai, Hong Kong, and Tientsin, China.

"You may advise The National City Bank that we have
received its letter and say that the Board will be glad
to receive additional information regarding the reopening
of the branches in China as the matter develops."

Approved unanimously.
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Thereupon the meeting adjourned.

Secretary.

Chairman.
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