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A meeting of the Board of Governors of the Federal Reserve

SYstem with the Presidents of the Federal Reserve Banks was held

in the offices of the Board of Governors in Washington on Friday,

'Tulle 6, 1947, at 2:40 p.m.

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

Mr. Carpenter, Secretary

Messrs. Whittemore, Sproul, Williams, Gidney,
Leach, McLarin, Young, Davis, Peyton,
Leedy, Gilbert, and Earhart, Presidents
of the Federal Reserve Banks of Boston,
New York, Philadelphia, Cleveland, Richmond,
Atlanta, Chicago, St. Louis, Minneapolis,
Kansas City, Dallas, and San Francisco,
respectively.

Mr. Treiber, Secretary of the Presidents!
Conference

The Presidents! Conference held a separate meeting in Wash-

On Wednesday and Thursday, June 4 and 5, 1947, and a memo-

Ilauclum of the actions taken by the Conference on matters to be dis-

cussed with the Board was distributed to the members of the Board

arid the Presidents before this meeting. At a separate meeting of

the Board held this morning the actions of the Presidents! Confer-

s were considered. The discussion of each of these matters at

this joint meeting was substantially as follows:

1. Maximum deferment of credit for cash items and 
.ttosIpt of unassorted cash items in one cash letter. The
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Conference received through the Committee on Operations
the report dated May 13, 1947, of the Committee on Col-
lections. The Conference approved the recommendations
of the Committee on Operations that each Reserve Bank
have the option of accepting all cash items, immediate
and deferred, or all deferred cash items, in one cash
letter from all member and nonmember clearing banks
and their out-of-town branches that have total deposits
of not more than five million dollars, or from any such
bank or out-of-town branch that does not have a daily
average of more than five hundred items. Such cash
letters would be accepted for a flat deferment an the
basis of average availability. The Committee on Col-
lections expressed the belief that average deferment
of one day (instead of two days) might be given in a
majority of cases where all immediate credit items as
well as deferred credit items are included. As pointed
out on page 4 of report of the Committee on Collections,
63 per cent of all member and nonmember clearing banks
and 90 per cent of all other nonmember banks have total
deposits of $5 million or less. The Presidents believe
that this proposal is workable, will not unduly burden
the Reserve Banks, and will not substantially increase
the amount of float.

Mr. Sproul stated in connection with this matter that the

Pl'esidentss Conference had requested its Committee on Operations

t° aPpoint a new committee to make a study of the check collection

eYstem of the Federal Reserve Banks, its origin, use, and develop-

and that the new committee would begin its work immediately.

Re said that the procedure recommended by the Presidents as set

forth above would relieve some of the problems existing in varying

clegrees in the different Federal Reserve Banks.

Chairman Eccles stated that the Board felt that any action

taken in the direction of the Presidents' statement should not be
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optional with the different Federal Reserve Banks but should be

adopted uniformly by all of the Banks, that the check collection

sYstem had been slow in making desirable changes, and that it

should have rendered better service than had been given in the

Past. He added that the Board favored a proposal that the Fed-

sl'al Reserve Banks receive, on a one-day deferment, unassorted

Cash letters from banks which did not have an average of more

than 500 items a day, it being recognized that it might be de-

to require the banks to sort immediate credit items so

that they could be presented on the day of receipt and that on

all cash letters of more than 500 items a day, where the usual

sorts would be continued, the Board would favor a maximum defer-

'neat of two days. He emphasized that the check collection serv-

ices of the Federal Reserve Banks should be as uniform as possible

f°r the reason that the System should not be in a position where

°Ile Federal Reserve Bank was giving substantially different serv-

lees to its member banks than were rendered by the other Reserve

8anks. He made the further statement that the Board would study

the matter further and advise the Banks what it would propose and

the 
Presidents would have an opportunity to submit comments or

criticisms of the proposal.

Mr. Leach, Chairman of the Presidents/ Conference Committee
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(3o Operations, stated that the Presidents had in mind a service

for the smaller banks similar to that which they might obtain

from their correspondents. It was immaterial, he said, whether

the test, to determine which small banks would be eligible for

the service, was banks having an average of not more than 500

items a day or banks having total deposits of not more than 5

Million dollars.

There was a discussion of the changes proposed by the

Presidents' Conference and the changes favored by the Board and

how these changes would affect the services rendered by the va-

i°118 Federal Reserve Banks to their large and small member banks.

The discussion indicated that the views of the Presidents and the

Board were not far apart.

In response to an inquiry from Mr. Sproul as to whether

110thimg should be done on the matter at this time, Chairman Eccles

Stated that the Board felt that whatever action was taken should

be to make the service as nearly uniform as possible at all of the

?sderal Reserve Banks, and that the Board would prefer to defer ac-

tt°4 until the matter could be given further study and the proposals

submitted to the Presidents for consideration and, if necessary, for

dtsoussion at the next meeting of the Presidents' Conference.

Mr. Gilbert said that the thought had been that it might be
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Possible for some of the Federal Reserve Banks to put the arrange-

ment proposed by the Presidents' Conference into effect as an ex-

Aer tment over the next three or four months so that the Banks could

See what the results would be. Chairman Eccles replied that it prob-

41)4 Would take a considerable time to test the proposed procedure.

Mr. Sproul stated that there was only an appearance of uni-

f°rmity at the Federal Reserve Banks at the present time and that

the proposal of the Presidents would formalize the existing situa-

tion somewhat and at the same time liberalize the requirements as

t° sorting and deferred availability. He also suggested that if

the matter was to take the course proposed by Chairman Eccles it

would be better for representatives of the Board and the Federal

Reserve Banks to work out a plan which could be submitted to the

Pl'esidents and the Board for consideration.

Chairman Eccles commented that the Board would have its

t4ff make a further study of the problem and the reasons that

naght be advanced for and against the arrangement proposed by the

hoard, that any questionable features of the proposal would be

checked with the Federal Reserve Banks before a recommendation

'4118 made to the Board, and that the proposal would be submitted

t° the Presidents for consideration prior to the next joint meet-

of the Presidents and the Board.
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It was understood that the proposal of the Presidents set

forth in item 1 would be held in abeyance until the next meeting

of the Conference.

2. Reimbursement of direct sending banks for shipping
costs. The Presidents believe that it is basically sound
for member banks, both local and country, to route cash
items payable in other Reserve Districts direct to Reserve
Banks and branches serving the communities where the items
are payable, in all cases where the volume is sufficient
to warrant such practice, and that such practice should
be encouraged in every way. The Conference approved the
recommendation of the Committee on Operations that all
Reserve Banks and branches reimburse their member banks
for postage or other transportation costs on all cash
items routed direct to other Reserve Banks and branches,
it being understood that such recommendation should be
put into effect at the same time that the Reserve Banks
are authorized, at their option, to accept cash items in
one letter as stated under item 1.

Chairman Eccles stated that the Board was in favor of the

Pc'sition taken by the Presidents' Conference but felt that the prac-

tice of direct sending should not only be encouraged but should be

11Qandato--ly on the banks where the volume was sufficient to justify it.

Mr. Leach stated that the Presidents' Conference Committee

c4 Collections had recommended that no Federal Reserve Bank should

accept from any member bank a daily average of more than 500 items

PaYable in the territory of another Federal Reserve Bank or branch

but should require such bank to route such items direct. The Corn-

"es on Operations and the Presidents' Conference, however, felt

that a mandatory rule of thumb should be avoided.
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Chairman Eccles expressed the opinion that the recommen-

dation of the Committee on Collections should be approved and, in

response to an inquiry, he said that it should be put into effect

immediately without regard to a decision on the question of maxi-

mum deferments and receipt of unassorted items discussed earlier

during this meeting.

Mr. McLarin suggested that the average daily number of

checks required for direct sending be placed at 100 instead of

500 items. Several of the Presidents expressed the opinion that

e'AY Federal Reserve Bank could undertake to get member banks in

their respective districts to send direct as small daily average

nalmber of checks as it might wish but that the number required

f°r mandatory direct sending should not be less than 500. It was

agreed that the Federal Reserve Banks should reimburse their mem-

ber hanks for postage on cash items sent direct to other Federal

Reserve Banks regardless of the number of checks involved.

Chairman Eccles stated that the Board would send a letter

to the Federal Reserve Banks confirming the understanding expressed

13°17e and set an effective date for the procedure. The Presidents

cated their concurrence in the Chairman's proposal.

3. Custody of short-term Government securities for 
I-12aMpmber banks. The Conference reviewed (a) the Board's
letter 5-569 of October 14, 1942 (Fed. Res. L.L. Serv.
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#3061.1) stating that it would offer no objection to a
Reserve Bank's holding in safekeeping Treasury bills and
certificates of indebtedness for the duration of the war
in accordance with action taken by the Conference at its
meeting of September 25, 1942, and (b) the Board's let-
ter 5-974 of May 6, 1947, requesting that if any Reserve
Banks now have such custody accounts for nonmember banks
they take steps to terminate them by July 1, 1947. Fol-
lowing receipt of the letter 5-974 some of the Reserve
Banks notified nonmember banks for which they were hold-
ing such securities that this service would no longer be
available; others have adopted a more gradual procedure.
The Presidents are in accord with the desirability of
terminating the service, but believe that it should be
terminated in accordance with the conditions prevailing
in each district and surrounding each such custody, so
as to minimize any adverse effect from the point of view
of bank and public relations. The Presidents believe,
therefore, that Reserve Banks which now have such custody
accounts should notify the nonmember banks involved that
they will refrain from accepting new custodies on or after
July 12 1947. Since all of the securities involved in such
custodies mature within a year, the custodies would be ter-
minated within a reasonable time and in an orderly fashion.

Chairman Eccles stated that the Board was in agreement with

the Presidents' suggestion with the understanding that after July 1,

1947, the Federal Reserve Banks would not accept further securities

safekeeping from nonmember banks and that such custodies -would

be terminated within one year from that date.

Mr. Sproul said that that was the intention of the Presidents'

st
atement.

4. Possible discontinuance of reimbursement for expense,
9111service units". The Conference approved the recommenda-
tion of the Committee on Fiscal Agency Operations and Reim-
bursable Expenses that the Banks should not discontinue making

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



868

6/6/47 -9-

charges to fiscal agency units for expenses incurred in
the so-called "service units" referred to on page 4 of
the revised Functional Expense Manual. The Conference

believes that the policy of reimbursement is a sound one

regardless of the fact that part of our earnings are now

turned over to the Treasury, and that the principle should
be maintained. The Conference had in mind, of course,
that one of the principal objectives of the recent revi-
sion of the service charge formula was to eliminate charges
for inconsequential costs which could not be accurately

computed without an unreasonable amount of accounting, and

understood that similar situations which might arise in
the future would be subject to review through established

procedures.

Chairman Eccles said that the Board was in agreement with

the above statement, but that the Board and the Presidents should

keep in mind that if at any time the amounts requested by the Treas-

1117 for reimbursement of the Federal Reserve Banks should become

controversial so far as the Budget Bureau or the Committees of Con-

Were concerned, or if the Comptroller General should insist

ell checking into the accounts of the Federal Reserve Banks to see

if appropriated funds were properly expended, the Board would want

to consider the matter again, because under such circumstances it

ght be desirable to discontinue asking for reimbursement for ex-

Pensee of the kind referred to by the Presidents.

5. Transfer of activities from branches to head offices 

911_12serve Banks. It is not clear to the Presidents what the

Board had in mind when it suggested that the Presidents con-

sider the transfer of activities from branches to head of-
fices of Reserve Banks when the transfer might reduce serv-
ices rendered member banks or the public in the community
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served by the branch. The Presidents will be glad to learn
what the Board has in mind and to discuss it with the Board.

It was explained that the question which the Board suggest—

ed for consideration by the Presidents was raised by the proposal

(3f the Treasury to transfer certain activities in connection with

the redemption of savings bonds from the branches to the head of-

- es of the Federal Reserve Banks and that it was the opinion

Of the Board that, while the concentration of activities at head

°ffices might reduce operating expenses, it would be undesirable

to change the services rendered by the branches to their member

banks at this time.

Chairman Eccles said that it was the view of the Board

th4t the question of economy of operation should not be the sole

fan+-.or in determining the services to be performed by branches

Of the Federal Reserve Banks, that greater economy could be ef—

fected by greatly reducing or eliminating the work performed by

the branches, but that in genera] the services performed were

Igell worth the costs involved.

Mr. Sproul commented that there was no feeling on the

Pt 
of the Presidents that the activities of the branches should

be reduced where they were performing useful services.

6. Job evaluation and classification. The report
dated May 29, 1947, by the Chairman of the Subcommittee
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on Job Evaluation of the Committee on Personnel was pre-
sented to the Conference by the Committee on Personnel.
Copies of the report have been made available to the
Board. As pointed out in that report, each Reserve Bank
has analyzed, described and evaluated its jobs in terms
of their relative difficulty and importance and has classi-
fied all jobs into a single uniform classification frame-
work for all Reserve Banks. This step will assure the
Board of consistent classification of jobs, Bank to Bank,
in relation to their relative difficulty and importance.
The final fixing by each Bank of the proposed minimums
and maximums for its salary grades remains to be done.
The Presidents are in agreement that the pay for jobs
at each Bank should be related to rates paid in the va-
rious cities by the progressive industrial, commercial,
financial and utility enterprises. The Presidents believe
that, in general, the mid-point of the salary ranges of
the respective Reserve Banks should be in the third quar-
tile of this quality community rate structure. The Banks
would thus be with the leaders in salary administration
in their respective areas. Accepting these principles
for the pricing of the salary grades at the various Banks
and branches, variations in salary structures will result
but they may be expected to be less than the variations
now existing between the Banks and branches for comparable
work. The Presidents feel that, under the above principles,
it is appropriate that there be as many salary schedules as
required in order to have sound salary administration at
each Bank and adequate over-all salary control.

Chairman Eccles stated that this matter had been considered

f°1* a long time and that the Board had discussed it again after re-

ving the views of the Presidents' Conference as set forth above.

Re said that it was recognized that considerable progress had been

414de in that all positions had been classified into 16 grades which

lete uniform at all of the Reserve Banks. This was a real achieve-

nietit, he said, but there was a variation in the tentative maximum
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salary scales proposed at the various Banks of 40 per cent or more.

He added that the Board was studying this phase of the problem and

expected to work out an arrangement so that the variation would not

be more than 25 per cent. There was a further question, he said,

whether each Federal Reserve Bank should be permitted to fix its

8a1817 line anywhere within the area of a 25 per cent variation or

Ithether, as discussed at the last meeting of the Presidents and the

Board, there should be only three or four salary scales for all of

the Federal Reserve Banks. He added that the Board had given a

great deal of consideration to that point and hoped that the num-

ber of different scales could be reduced very materially, but that

Lt had not reached a final decision as to what it would be willing

to approve other than that the variation should be reduced to not

more than 25 per cent which it was believed could be done without

a
great deal of difficulty. He made the further comment that the

8°11rd would consider the matter and advise the Banks what it would

consider an appropriate program.

Mr. Williams said that the Federal Reserve Banks were con-

now with the necessity of making further salary adjustments,

that, 
therefore, a decision on the salary scales to be adopted by

the respective Banks should not be delayed much longer, and that in

sPite of the shortage of time for the consideration of all of the
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/natters on the agenda for this meeting he thought it would be worth-

to discuss the problem of salary scales further. He also said,

that the Federal Reserve Banks had spent approximately $500,000 on

the 
evaluation and classification of jobs at the Banks using the

test known methods of modern wage administration; that some very

valuable results have been achieved since the Banks now have carefully

cira n statements of the current content of all jobs, as well as

lee-sures of the importance of the various jobs, and knowledge of the

relationship of one job to another; that the Banks will have achieved

ihternal consistency in job relationships and the salaries that should

be Paid, and that the concern about the attitude of Congress could be

IrerY greatly reduced because of the actions thus far taken.

Mr. Peyton suggested that since he had to leave at 4:30 p.m.

the remaining matters on the agenda be discussed after which there

c°12.1d be further discussion of Federal Reserve Bank salaries. This

Procedure was agreed to.

7. Annual., sick, and other leave. The Conference

considered the Board's letter of March 5, 1947, to the

Chairman of the Conference stating that it has been sug-
gested that consideration be given to the adoption of an

arrangement under which the Board would approve a schedule
of annual, sick, and other leave that might be granted to

officers and employees by the Reserve Banks, with the under-

standing that within the limits established by the schedule
each Bank would have discretion to fit its leave policy to
local conditions. The Presidents reviewed the present poli-

eY of the Board with respect to leaves of absence as set
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forth in its letter 6-904 of March 14, 1946 (Fed. Res.
L. L. Serv. #9120). The Presidents believe that the
general policy expressed in the Board's letter S-904
is sound and workable and do not think that there
Should be any substantial departure from this policy.

Chairman Eccles stated that the Board felt that the Presi-

dents had missed the point of the Board's letter of March 51 1947)

that what the Board had in mind was the establishment of a ached-

Ills of maximum sick and annual leave within which the Federal Re-

serve Banks could adapt their leave policies very much the same

as the salary policies of the Banks could be fixed within the sal-

Scales which it was expected would be approved by the Board.

It was the view of the Board, he said, that sick and annual leave

ere an essential part of personnel and salary policy, that there

should be greater uniformity at the Federal Reserve Banks, and

that the Board should have a more definite policy than was the

ease at the present time.

Mr. Sproul responded that the Presidents understood the

1411"1100se of the Board's letter but thought that the present ar-

l'allgellient and the policy expressed in the Board's letter of March

'19i with respect to extended sick and annual leave were de-

eillable and should be continued. He added that this matter in-

w317ed the question where responsibility for general supervision

rids and local management begins, and that it was the view of the
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Presidents that sick and annual leave was a matter that properly

could be left to the directors of the Federal Reserve Banks and

the executive officers, subject to review by the auditors for the

Federal Reserve Banks and the examiners for the Board. Also, he

said, the establishment of a uniform over-all schedule as proposed

by the Board would not accomplish the objectives sought but would

create the difficulties which would attend an attempt to apply a

ulliform schedule to varying institutions under varying conditions.

Chairman Eccles said that the Board did not feel that it

c°uld approve a job evaluation and salary classification plan and

igliore the question of sick and annual leave because such leave

a part of a complete personnel and salary policy and would

ha\re to be taken into account and considered together.

Mr. Peyton suggested that the Board was in a position to

El arcise the necessary supervision of sick and annual leave by

h"tag its examiners report any cases that appeared to be out of

line) to which Chairman Eccles responded that the Board had no

8"isfactory policy on the matter and that it could not be in the

Pc'ettion of saying that it had an established policy with respect

to
salaries, retirement, and other matters affecting personnel but

had left the question of sick and annual leave to the Federal Re-

8el1ie Banks for determination.
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Mr. Peyton stated that sick and annual leave was a mat-

ter that might properly be left to the Federal Reserve Banks.

Chairman Eccles replied that the Board did not agree,

but felt that it was the Board's responsibility to establish a

14aximum schedule within which the Banks could establish their

jadividual policies to meet local conditions.

Mr. Sproul stated that the Board had a specific statuto-

17 responsibility for the approval of salaries and that, while

the other things mentioned by Chairman Eccles were related to

salaries, there was a point at which general supervision should

end and local management begin, that otherwise it could be said

that the Board should inquire into the conditions under which em-

PloYees were required to work, the question of rest periods, etc.,

ead that the Board should be careful not to get into that position.

Mr. Whittemore said that it had been his experience that

the adoption of a fixed leave policy increased absenteeism and was

sllbject to great abuse.

After a brief discussion as to how Civil Service provisions

lith respect to sick and annual leave had worked, Chairman Eccles

stated that the Board was not trying to interfere with the manage-

14ent of the Federal Reserve Banks or to say to the Banks whom they

1.°111d employ, the positions in which employees would be placed, how
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nlablY employees should be hired in a given classification, or who

should be promoted. He added that it was in this field that manage-

ment was operative, and that what the Board wanted to be able to say

not that it had put into effect a schedule of sick and annual

leave which the Banks were required to follow, but rather that it

had adopted a maximum schedule within which the Banks would deter-

ifle their local policies. Such a schedule, he said, would enable

the Board to say that it had a policy and the question whether a

Bank saw fit to put the maximum schedule into operation or some

lesser schedule would be a matter for its own decision. He made

the additional comment that the reason why, in the Board's opinion,

auch an over-all schedule was necessary was that the Board of Gov-

Was the only agency that had any responsibility for the super-

of the Federal Reserve Banks, that practically every other a-

gellaY or Government was subject to supervision by the Comptroller

General as the representative of Congress, that the Board must de-

what its responsibility was as a result of that relation-

shiP, and that it did not want to be in a position where it could

be accused of having failed to discharge that responsibility.

Mr. Williams questioned whether the Board would be dis-

charging its responsibility by establishing a labyrinth of rules,

alQd Mr. Sproul said that the policies followed by the Banks were
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well known to the Board and were determined by the boards of di-

rectors and administered by the officers of the Banks in whom the

Board had confidence, that the Board's examiners checked into the

Practices of the Banks to see that they were in accordance with

the Policies established by the directors, and that in his opinion

that arrangement enabled the Board adequately to discharge its re-

aNmeibility in the light of the regional character of the Reserve

qrstem.

Hr. Gidney inquired whether the Board felt that the Banks

should be more liberal or less liberal in their leave policies.

Chairman Eccles replied that some of the Banks might be more liber-

1' Mr. Peyton expressed the view that, if the Board were to ap-

131'cive a maximum schedule, the employees of a Bank would look upon

this
maximum as their prerogative even though the Bank were to a-

4°14 a lesser schedule, and this would result in bad employee re-

lotions%

Hr. Whittemore suggested that to institute a system of ac-

crued leave under which the employees would be entitled as a mat-

t" of right to accumulate leave would be the cause of a great deal

°r trouble at the Federal Reserve Banks, that there was not a great

'gence in the leave policies followed by the various Reserve

/*Ilk 
8 and that it would be relatively easy in the two or three cases

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



87S

6/6/47

that might might not be sufficiently uniform to bring the Banks into ap-

Proximate uniformity which would enable the Board to say to the

Congress what the practice of the System was without the necessity

of formalizing the practice to the extent of issuing a maximum

schedule of sick and annual leave.

Chairman Eccles stated that the Board's letter was sent

'With the thought that the Presidents would express their views,

that the Board had not formulated any definite ideas as to what

Illight be done, but that it did feel that the present situation

1/as not a satisfactory one.

Some of the Presidents proposed that Mr. Whittemore's sug-

gestion be adopted and Chairman Eccles said that the Board would

Ire no objection to that procedure as it would show that the mat-

ter 
had been considered by the Presidents and the Board as a Sys-

tem 
matter and that the leave granted was recognized as a part of

the compensation and salary policy. He suggested, however, that

141's Vhittemore's suggestion be supplemented by the Board bringing

/IP to date its information with respect to the policies followed

hY the respective Banks and that the Board submit to the Presidents

suggestions that it might have as to changes in existing poli-

cies that might be made.

Mr. Williams stated that the personnel officers of all the
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Would meet in the fall and that they could consider the mat-

ter. Chairman Eccles said that the conference of personnel offi-

cers working with the Board's staff could consider the various as-

Pecte of the problem and submit a report after which a decision

calad be made as to the action to be taken. It was agreed that

this 
procedure should be followed.

8. Applicability of Federal labor laws to Reserve 
13t1.21Sg The Presidents reviewed the Board's letter of
IlaY 9, 1947, to the Chairman of the Conference, re-
ferring to a suit against the Detroit Branch of the
Federal Reserve Bank of Chicago by a former employee
who stated that he was improperly classified as exempt
from the Fair Labor Standards Act, and raising a question
RS to the attitude of the System toward the application
of the Fair Labor Standards Act to the Reserve Banks.
The Presidents have been informed that the proposed La-
bor Management Relations Act, 1947, recommended by the
Congressional Conference Committee specifically excepts
Reserve Banks from the definition of "employer" under
the National Labor Relations Act. This would seem to
resolve the question underlying the Board's letter. The
Conference reiterated the view expressed at its meeting
of February 26-27, 1945, that the Reserve Banks should
attempt to comply with the provisions of the Fair Labor
Standards Act regardless of whether or not it may be held
to apply to the Reserve Banks.

Chairman Eccles stated that the Board was in agreement with

the Presidents on this matter.

9. 2.2.r_isus_iej:_. cmtslit.T. The Conference
considered the control of consumer credit. The Presi-
dents would like to discuss this subject with the Board
and to be informed of the present status with respect to
a possible legislative or executive decision on the con-
tinuation of such control and of the present intention of
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the Board with respect to the continuation and enforce-
ment of the regulation. The Presidents are impressed
With the increasing difficulty of enforcing the present
regulation so long as it is based on an executive order
rather than specific Congressional legislation.

Chairman Eccles stated that, in connection with hearings

before the House Banking and Currency Committee on legislation to

continue the Reconstruction Finance Corporation, the Committee

a8ked that he appear before it to discuss the general credit situ-

and that he had stated that he would like to testify on the

industrial loan bill proposed by the Board (H.R. 3268) and consumer

credit legislation. He also said that he appeared before the Com-

Xittee on Tuesday of this week, June 3, 1947, on the first bill,

that the Board sent to the Chairmen of the Senate and House Bank-

14g and Currency Committees yesterday afternoon a proposed bill

/Ilich would authorize the Board to continue the regulation of con-

allmer credit, that copies of the bill and the accompanying explana-

t°17 statement of the scope of the bill had been handed to the Presi-

dents) and that he was to testify at a hearing before the House Com-

"ee on Tuesday of next week, June 10, 1947, on that bill. He

added
that the substance of the statement which he would make be-

e the Committee at that time, and which would set forth the rea-

8048 '37' the Board felt that the bill should be adopted by the Con-

green
°, had been approved by the Board but was subject to some further
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revision and, therefore, was not available at this time. He went

on,to
say that he had received a letter today from the President

cr the United States expressing the opinion that legislation should

be enacted and stating that if Congress did not see fit to provide

the necessary legislative authority, it was his intention to va-

cate the executive order because he did not believe that such regu-

lations should rest indefinitely in peacetime on emergency or war

Powers after the Congress had had ample opportunity to consider the

eubJect. It was proposed, Chairman Eccles said, that in his state-

lent hs would say that Congress might enact legislation to be ef-

--,ve without a limit as to time or for a stated period, or that

it m.lght adopt a resolution favoring continuation of the regulation

cf consumer credit limier the authority of the existing Executive

Order.

10. Ca ital re uirements of member banks. The Confer-
ence reiterated the belief expressed at its meeting of Febru-
arY 261 1947, that legislation liberalizing the capital re-
quirements for membership of State banks in the Federal Re-
serve System should be sought, and particularly that capital
requirements with respect to out-of-town branches of member
banks should be ameliorated. Several of the Presidents re-
Ported additional illustrations since that meeting of the
competitive disadvantage of member banks as regards the es-
tablishment of branches. The Conference urges that steps
be taken to obtain appropriate legislation liberalizing
these capital requirements of State member banks.

Chairman Eccles stated that the Board was still of the opin-

that it would not be possible to get legislation on this point
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at the present session of Congress and that it had not suggested

a bill because of the greater importance of other legislation that

had been proposed for passage at this session.

Mr. Sproul asked if there was a disposition to introduce

4 bill at the next session of Congress, and whether the legislation

had any kind of priority status.

Chairman Eccles responded in the negative and Mr. Szymczak

asked if the Presidents felt that a bill should be proposed at this

time
• Mr. Sproul replied that the problem was becoming more and

rac/re Important and that the Presidents felt that legislation should

be Proposed, and some plan of action decided upon with respect to

it.

Mr. Davis stated that the Presidents' Conference Committee

°11 Legislation wished to emphasize the opinion that there was no

Other action that could be taken at this time that would have a

14°1'e favorable effect on membership in the Federal Reserve System

than to get legislation removing the discrimination against member

baaks on the question of capital requirements.

Mr. Szymczak suggested that a recommendation that legis-

4tion, be enacted might be included in the Board's annual report.

Following a discussion of the support that might be ob-

tlrled for the legislation and the opposition to it that might be
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expected, it was agreed that the Board should include a recom-

mendation of the legislation in its annual report and should take

steps looking toward the Introduction of a bill at the commence-

lent of the next session.

11. Regular and special statistical reports and sur-
I/4a. The Presidents are concerned because they have found
that banks, and to a lesser extent business organizations,
are coming to feel that they have been overburdened with
reports to the Reserve Banks. Calls for additional re-
ports have, in many cases, met with resistance and not in-
frequently with expression of irritation. While many re-
ports called for by the Reserve System are recognized as
necessary and the results are of interest to those making
the reports and to the public, generally, as well as to
the System, there is a limit of tolerance. The Presidents
believe that the worth of all existing reports should be
reexamined and that new reports or special surveys should
not be authorized and instituted without taking account
of the total burden of our reporting services and the
Special need and value of the new reports.

883

Chairman Eccles stated that it was understood that a special

C°111mittee recently had completed a survey of a large part of the re-

made to the Federal Reserve Banks and had indicated to what ex-

tew.
u such reports might be reduced or expanded, that whenever a report

was
requested by the Board careful consideration was given to the ques-

tl°n whether the need for the information would justify the work in-

ed, and that there was no intention or desire to request reports

that were not justified. He also said that the Board agreed with the

3i dents that it was desirable to review this matter from time to
title s

0 that the scope of the System's reports would be kept within
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Proper bounds.

Messrs. Sproul and Williams stated that the objection to

recent requests had been made not only because of the possible

adverse effect on the public relations of the Federal Reserve

Barlks with their member banks, but question had been raised also

b3r some of the Research men at the Banks as to whether the results

14°111d justify the time and expense involved in submitting the re-

Porte: that the statement of the Presidents was occasioned by the

c°mments in connection with the special reports recently requested,

alld that the statement included a reference to the regular reports

So that consideration could be given to the entire problem and to

Ithether the limit of tolerance had been reached on regular reports

arld the System was in effect exceeding the limit through the use

cit sPecial reports.

Mr. Sproul made the further comment that the purpose of
the ,,

ulscussion was to see if the Board was in sympathy with the

esidents, position and, if so, to suggest that the Board express

it 
sYmpathy by restraining its staff in making requests for special

rePcrts.

Chairman Eccles said that the Board was in sympathy with re-

'6 the number of reports as much as possible consistent with the

effect ive discharge of the System's responsibilities.

12. Bank examination _policy and coordination of Fed-
eral Reserve'oh i and su ervision olicies thro :hout the
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The Presidents are in general accord with the
views expressed in the Board's memorandum furnished the
Presidents at their meeting in explanation of this item
(Topic C 1) which had been suggested by the Board for
consideration of the Conference. The Presidents will ap-
point a committee from their own number to confer with
the Board with respect to matters of policy in this field,
and believe that matters of practice can continue to be
coordinated by means of periodic meetings of the examining
staff of the Board and the several Banks.

Chairman Eccles said that the Presidents' statement was an

excellent response to the Board's inquiry and that the Board ap-

Pl'oved the procedure proposed in the statement as a very good way

to handle the matter.

13. Absorption of cafeteria expenses. The Confer-
ence discussed the Board's letter of May 16, 1947, to the
Chairman of the Conference raising a question as to the
discontinuance of the practice of furnishing free meals
to certain classes of employees and of charging employees
for meals whether or not they eat in the dining room or
cafeteria. The Presidents believe that this is a matter
Primarily for local management in the light of the prac-
tices in the respective communities. If there is any
c.iuestion regarding a particular practice at a given Bank
it would seem possible to solve it by a discussion of
that particular question by the Board's examiners and
the local management.

Chairman Eccles stated that, under existing authority, the

ederal Reserve Banks could absorb up to 50 per cent of the cost

Of operating their cafeterias which did not include expenses for

sPace, certain equipment, etc., and that if these expenses were

eluded the authorized absorption could amount to between 60 and

70
Per cent of the total cost. He said that the Board felt that,
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'view of the contemplated adoption of the personnel classifi-

cation plan which would result in the payment of adequate sala-

ries at the Federal Reserve Banks and also of the residual inter-

est of the Government in the assets of the Federal Reserve Banks,

the absorption of that proportion of the cafeteria expense was

11°t justified, and that with the prospect of a substantial re-

duction in food costs and higher salaries at the Federal Reserve

Bs'uks it was the Board's view that the Banks should adjust their

Practice so that by the beginning of 1948 they would not be ab-

sorbing more than 25 per cent of the cafeteria expense. He also

suggested that, where branches of Federal Reserve Banks had cafe-

terias which were operating at a loss and other banks in the branch

ities did not have cafeteria facilities, the Federal Reserve Banks

'night consider closing the branch cafeterias altogether.

Mr. Williams said that it was common practice among many

°f the larger banks and insurance companies to

their employees without cost. Chairman Eccles

that
were done it should be made a part of the

serve luncheon to

responded that if

compensation of the

eraPloyees and they should understand fully that part of their

84tica was in that form.

At this point Mr. Peyton left the meeting.

compen-

14. TrAme.1_2291pnses of officers and employees of Federal 

-44.§-tr3TLikal.sE. The Conference reviewed the Board's letter of
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Nay 8, 1947, to the Chairman of the Conference, sug-

gesting that consideration be given to a schedule
which would be comparable to that contained in the
Board's recently revised regulations covering of-
ficial travel by the members of the Board and its
staff. The Presidents discussed the practices at
the various Reserve Banks in the light of varying
costs and conditions in different parts of the coun-

try, and the responsibility of the directors of the

individual Banks for the proper management thereof.
The Banks will continue to review their own internal

Practices and will exchange with each other information

regarding their respective practices.

Chairman Eccles said that there was a substantial varia-

tion in the practices of the different Federal Reserve Banks in

l'einibursing for travel expenses, and that it would be difficult

to justify substantial differences in the allowances to examiners

for the Federal Reserve Banks, the Board, the Comptroller of the

CulirsflOY, and the Federal Deposit Insurance Corporation. He a-

glised that the allowances under the standardized Government travel

l'sgulations were too low but felt that too great a differential be-

teen these allowances and the amounts allowed to Federal Reserve

81111k examiners would not be justified. He added that the important

thIng was the determination of a policy.

Mr. Sproul suggested that the same procedure be adopted for

the solution of this problem as was proposed in connection with the

.teril on sick and annual leave and this was agreed to.

Referring to the allowances authorized by the Board to its
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examiners who examine the Federal Reserve Banks, Mr. Davis stated

that he understood that they were finding it impossible to make

the 
allowances cover their expenses. He suggested that the Board

Illight allow them actual expenses for hotel accommodations and a

flat per diem for other allowable expenses other than transporta-

tion.

Chairman Eccles stated that since the Board's examiners

wereworking constantly in the larger cities where travel expenses

/ere 
higher, the Board might be justified in allowing an addition-

Per diem of one dollar which he believed the examiners would pre-

to an actual expense basis for hotel accommodations.

15. Outside business connections of officers of
Reserve Banks. The Conference discussed the Board's
letter of May 9, 1947, to the Chairman of the Confer-
ence regarding Reserve Bank officers engaged in out-
side business activities for compensation, and they
reviewed the practices at each Bank in this respect.
The Presidents see nothing in this situation involving
61-4Y major matter of supervision.

Chairman Eccles stated that the Board had no further comment

Oti 
this matter at the moment, that it would like to review again the

l'sting situations at the various Federal Reserve Banks, and that

it would communicate further with the Banks.

Job evaluation and classification - further discussion of 

ferred to above. Mr. Williams referred to the opinion

" the Presidents that in general the mid-point of the salary
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t'anges of the respective Reserve Banks should be in the third quar-

tile of the salary structure of the respective Federal Reserve Bank

and branch cities as shown by the salaries paid by the progressive

industrial, commercial, financial, and utility enterprises. He said

that
to accomplish that would take a year or two as well as consider-

°1e management skill and careful changes within the respective Banks,

aad that if the Banks were required to make the change quickly it

l'ould result in many difficulties, particularly in the Banks where

the salaries were low. In some cases, he said, it would require

verY large increases in salaries which would destroy proper differ-

entials between jobs, would result in unexpected increases in sal-

aries which would make the employees feel that they had not been ade-

InatelY paid in the past, and would adversely affect employee morale.

Chairman Eccles stated that, in addition to the question of
the

variation between salary scales adopted by the respective Banks,

there was the question whether the plan finally approved should per-

tait 4 different salary scale for each Bank and branch or whether, on

the b
asie of a 25 per cent variation between the lowest and the high-

est Ininimum salary for each grade, there should be three intermediate

te138 with the understanding that the minimum salary fixed by a Fed-

el'al Reserve Bank for the grade would be the one of the five mini-

4111M8 14111Ch most nearly fitted the community salary structure referred
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to in the Presidents' statement. If this were done, he said, where

there was only a small difference of a few dollars in the minimums

Ite Proposed by different Banks, the minimums could be made the same

461 one of the five proposed minimums so that there would be, in ef-

feet, five different scales within the 20 or 25 per cent variation

instead of 34 different scales.

Mr. Sproul said that the Presidents did not believe it would

be Possible immediately to reduce the variation to 25 per cent with-

°Ilt doing violence to the internal arrangements of the Banks and the

relationships between jobs, but that it could be worked out over a

Period of time.

Mr. Evans said that it was not the Board's intention that

the 
five scales referred to by Chairman Eccles would necessarily be

strait lines but that they should fall within the variation of 25

Per cent.

Mr. Davis commented that, if at the Banks where the salaries

Ilete low the scales were pushed up to bring the Banks within the 25

Per cent variation, it would mean such abrupt and large increases in

8°4Ie cases that it would be bad from a personnel standpoint, and that

the
 
Presidents felt that instead of doing it quickly the policy should

be 
t° move toward a maximum variation of 25 per cent as rapidly as pos-

sible.
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There was a discussion of the extent to which the Banks might

have difficulties of the kind referred to by Messrs. Sproul, Williams,

and Davis and in view of the fact that no decision was to be made on

the questions of policy involved at this meeting Mr. Williams inquired

lihat the procedure should be at the Banks in making further salary ad-

which would have to be approved in the near future. He pro-

Posed that such adjustments be made in the light of the principles set

forth in the Presidents' statement with the thought that the changes

zade now in accordance with those principles would make smaller changes

necessary later on.

In connection with the statement by Mr. Whittemore that there

'tere a few cases in his Bank where old employees were getting higher

8alaries than would be provided under the salary scales finally adopted

hY the Bank, several of the Presidents stated that it was understood at

th° beginning of the studies of the new personnel classification plan,

elad the employees of the Federal Reserve Banks were so advised, that

the adoption of the revised plan would not result in the salary of any

emPloyee being reduced.

Chairman Eccles said that it would not be possible to adopt

the revised classification plans by July 12 as proposed at the last

tne
ting of the Presidents and the Board, that the Board could not de-

8. plan under which there was a variation of as much as 40 per
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cent, and that, therefore, further study would have to be given to

the problem.

Following a discussion of the time that might be required

to bring the salary scales within a variation of not more than 25

Per cent between the highest and the lowest scale, Chairmen Eccles

stated that in the past the Federal Reserve Banks had been influ—

enced to a very great extent in their salary policy by the local

banks which had been notorious for their low salaries, and that,

if the plan that was finally adopted by the System would demon—

strate that adequate salaries were being paid, the System would

have something that it could defend.

Mr. McLarin inquired whether, pending a decision on the

classification plan, the Board would permit a Federal Reserve Bank

to
 
increase salaries above the existing authority granted by the

tcerd. In response to an inquiry he stated that his Bank had al—

ready 
largely exhausted that authority and could not increase sal—

ell-es further without additional action by the Board.

Mr. Sproul suggested that any Federal Reserve Bank that

'needed additional authority should take the matter up with the

on an individual basis. It was understood that this pro—

'e would be followed.

211111TaLltulglally-g_fljxation. Chairman Eccles reviewed
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the Present present status of the industrial loan bill (S. 408) and the

bank holding company bill (S. 829 and H. R. 3351) and there was

a general discussion of the steps that might be taken to indicate

the desirability of the enactment of these bills.

He also referred to the letter sent to Chairman Wolcott

cet the House Banking and Currency Committee yesterday with further

regard to the liberalization of the limitation on Federal Reserve

branch bank building costs. Copies of the letters had been handed

to the Presidents and Chairman Eccles stated that Chairman Wolcott

had told him orally that he did not think there would be any diffi

cultY in getting approval of a bill which would authorize the Board

t° aPprove expenditures of not to exceed $10 million.

Thereupon the meeting adjourned.

lp

.......soommommormok 

Chairman.

Secretary.
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