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Minutes of actions taken by the Board of Governors of the

Pederal Reserve System on Tuesday, October 12, 1948. The Board met

ill the Board Room at 10:30 a.m.

PRESENT: Mr. McCabe, Chairman

Mr. Eccles
Mr. Draper
Mr. Evans
Mr. Vardaman

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr. Thomas, Director of the Division of

Research and Statistics

Mr. Vest, General Counsel

Mr. Young, Associate Director of the Division

of Research and Statistics

Mr. Vest stated that, pursuant to the action at the meeting

Yesterd
87, Mr. Townsend filed a motion in the District Court in an-

to the rule to show cause issued by Judge Goldsborough yester-

c*Y Morn -
in6 in connection with the complaint for injunction filed

bY Trellsamerica Corporation on October 8, 1948, and that the Board's

111°t104 had been set down for hearing on October 20, 1948, the same

day as 
that set for the Board to respond under the rule to show cause

issued by Judge Goldsborough.

Before this meeting there was sent to each member of the
toarA

Ì a draft of a special preliminary report to the National Se-

Stati
sties under date of October 11, 1948, outlining immediate

lty 
-esources Board, prepared in the Division of Research and
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actions to be taken in the monetary field in the event of outbreak

Of war.

Mr. Eccles stated that the report represented a draft of the

'tterim statement preparation of which was authorized by the Board

011 October 1, 1948 in response to the request of the National Se-

cliritY Resources Board dated September 17, 1948, that the Security

130ard wished to receive the report by October 14, 1948, that the

l'ec°Mmendations in it were based to a considerable extent on ex-

gained during the last war, that the staff was now working

°4 the more comprehensive statement which was authorized by the Board

O 
O• ctober 1, 1948, and which it was hoped could be submitted in about

eight weeks, and that there would be an opportunity in that statement

to l'• evise and supplement the comments in the interim report in any

IfaY 
considered desirable.

During a discussion of the proposed interim report and of

Illatter
s which should be included in the more comprehensive report

t° 
b• e 

submitted later, it was agreed that the interim report would

be
'slgnated as a special preliminary report

Upon motion by Mr. Eccles, the

report was approved unanimously for

transmission to the National Security

Resources Board with a letter reading
as follows:

s_ In response to the request in your letter of

'Ptember 17, the Board's staff, at the request of

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



10/12/48
-3-

1740

"the Board, has prepared a brief preliminary state-
ment of specific actions that would be necessary in
the monetary field immediately in the event of an out-
break of war. Copies of this report are enclosed. The
Board of Governors has not had an opportunity to give
careful consideration to the proposals contained in
the report but believes that the proposals are of a
nature that provide the basis for determination of
measures to be adopted in such an event.

"As stated in our letter of October 1, 1948, the
Board is undertaking to prepare a more comprehensive
statement of issues that would be encountered in the
monetary field in the event of war mobilization. We
hope to be able to send you a copy of this statement
sometime around the first of December."

Messrs. Leonard and Horbett, Associate Director and Assist-

nt 
Director, respectively, of the Division of Bank Operations, and

Mr
• Sloa n, Assistant Director of the Division of Examinations, en-

'7u. the meeting at this time.

Reference was made to a memorandum prepared by Mr. Horbett

1111cler date of September 30, 1948 with respect to a proposal for

chan,,
-'6"Lng reserve computation periods for central reserve and re-

serve
City banks which had been discussed with 14±. Eccles that day

by mr
' F. M. Knight, Vice President, Continental Illinois National

8.4d Trust Company, Chicago. The memorandum stated that the

Which previously was submitted to the Board by Mr. Young,

Presi ent of the Federal Reserve Bank of Chicago, and considered at

Meeting on February 13, 1948, would give a central reserve and

l'eserile city bank the option of selecting a reserve computation

1flfling from three to eleven days and of changing that
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Period from week to week, as long as it settled once each week, or

it could continue to use a uniform period as at present. The memo-

randum also stated the reasons advanced in favor of and against the

Proposal.

Mr. Eccles stated that he felt there was considerable merit

to the 
suggestion and suggested that the staff study the matter and

sUlmlit a report to the Board for consideration. He added that if,

after considering the staff report, the Board felt the proposal had

ltfricient merit to warrant adoption, it could be submitted to the

?eclerel Reserve Banks for comment.

Mr. Eccles' suggestion was approved

unanimously with the understanding that

representatives of the Divisions of Bank

Operations and Research and Statistics
and the Legal Division would prepare a

report and a draft of an amendment to

Regulation D, Reserves of Member Banks,
for submission to the Board.

Messrs. Leonard, Horbett, and Sloan left the meeting at this

Reference was also made to a memorandum prepared by Mr. Thomas

date of September 30, 1948 with respect to matters considered

at the zeeting
of the System Research Advisory Committee on Septem-

ber ,
and 24, 1948, the last paragraph of which stated that the

e°111Mittee discussed preparations that should be made in anticipation

c)i) the Possible inquiry by a National Monetary Commission for material
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with reference to the economic basis of Federal Reserve policy and

the relative effectiveness of various policy instruments, that the

Cornmittee could undertake the preparation of such material, and

that on matters concerned with the organization and structure of

the Reserve System it was recognized that a broader group might

he needed to deal with such matters. The memorandum was on the

clock,et for consideration of the action the Board might take so

that it would be in a position to state its views on legislation

that Probably would be proposed after the first of the year by the

0ov 
-4- Commission or otherwise, relating to monetary and credit

P°11cY and changes in the Federal bank supervisory agencies and
14

"lacies relating to bank supervision.

Mr. Eccles stated that he felt that, for reasons which he

the preliminary work on this matter should be done by

the B°ard rather than by the System Research Advisory Committee,

441 that after a program had been developed by the Board it could

be 'presented to the Federal Reserve Banks for comment.

Mr. Thomas stated that a considerable part of a study of

thie ec°nomic basis of Federal Reserve policy would deal with rel-

e.ti'velY noncontroversial matters, that there were members of the

.e"ctrch dePartments at the Federal Reserve Banks who could help

1311re such material, and that it would be of great assistance if

theytork 
could be divided up so as to relieve the Board's Division

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



1743

lo/12/48 -6-

of Research and Statistics of the need for preparing the more or less

theoretical background that would be involved.

Mr. Vardaman suggested that the Division of Research and Sta-

tistics might be asked to prepare some of the studies which might be

needed as a background for the Board's decisions with the understand-

that Mr. Thomas would be authorized to call on members of the

SistemResearch Advisory Committee for assistance to the extent he

felt -t desirable to do so.

On the question of changes that might be made in the organ-

and structure of the banking system and the Federal bank

s111)ervis°rY agencies, Chairman McCabe suggested that a committee

the staff be appointed to prepare a draft of statement which
OC)11.

1d be 
presented at the proper time as the Board's position.

In the discussion of this suggestion, it was stated that

44Y Pr
°gram or position that might be adopted by the Board in this

1.1°u1d involve a number of major questions which only the mem-
bers

Of the Board could decide and that these questions would have
to be

answered before the staff would be in a position to prepare

at
s-ak,ement that would be useful to the Board.

Chairman McCabe suggested that a committee of the Board be

1)13°111ted with which the staff could consult on these questions.

The members of the Board present expressed agreement with

llggestion and with the further suggestion made by Mr. Eccles

that th

t° the

this s

e Board committee would not be expected to make recommendations

Board but rather to be available for consultation with the staff
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take IT with the Board the major questions that

cided in connection with the preparation of the

and direction and to

would have to be de-

staff report.

During the discussion Mr. Vardaman left the meeting to keep

azother 
appointment.

from

At the conclusion of the discussion
it was voted unanimously to (1) request
Chairman McCabe to appoint a committee of
the staff to prepare a draft of the pro-
posed statement, and (2) appoint Messrs.
McCabe and Eccles (with Messrs. Szymczak
and Draper as alternates to serve in the
order named in the absence of Messrs.
McCabe and Eccles), as a committee with
Which the staff committee will consult
for guidance and direction and which will
bring before the Board the major questions
on which decisions will have to be made by
the Board in connection with the preparation
Of the statement.

Secretary's note: In accordance with this action

Chairman McCabe appointed Messrs. Thurston, Chair-

man) Morrill, Riefler, Thomas, Vest, and Carpenter
as the members of the staff committee.

Mr. Nelson entered the meeting at this point.

There was then presented a memorandum dated October 7, 1948

Messrs 
Thomas and You and reading as follows:

sion
"!eadjustments in the organization of the Divi-

abo vi Research and Statistics are needed to bring

tae
rvisory,

s, ut a more efficient allocation of administrative,

and research duties and also to strengthen
ch Division's senior staffing. The need for these
0+,4 ges has been brought to the fore by the resignation

zonnar Brown. The proposed changes are as follows:
1. Establishment of a position of Assistant to the

Director at Grade Y in charge of Division per-

sonnel, administration, and regional research.
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"Mr. Brown previously carried these duties, in

addition to those in connection with research

in consumer credit. It is contemplated that

Mr. Guy Emerson Noyes, at present Director of

Research and Statistics, Office of Liquidation

of Foreign Assets, State Department, will be

recommended for appointment to this position.

Mr. Noyes has an exceptionally fine record and

is well qualified for the duties of this position.

Formal establishment of another position of As-

sistant to the Director in charge of Division

current and special reports, editing, drafting,

publications, library, and the development and

coordination of research plans. This is a very

important part of the Division's activities that

has heretofore not been administered as effectively

as it should have been. It is proposed that Miss

Susan S. Burr, who has informally held such a po-

sition and has been responsible for some of these

tasks, in addition to her other duties, be formal-

ly assigned to this position and be relieved of

her duties as Chief of the Business Finance and

Capital Markets Section. Miss Burr has had some

25 years of experience with the Board and the

Treasury and, because of her knowledge of the

work and her exceptional ability for dealing with

research people, is especially well qualified to

fill this position. With this promotion, as well

as in recognition of her past work, Miss Burr's

salary should be adjusted to the equivalent of

the bottom of Grade Y, namely $10,305.

Appointment of Mr. Albert Koch to the position of

Chief, Business Finance and Capital Markets Sec-

tion, in place of Miss Burr, without a change

at this time in Mr. Koch's grade (W).

Absorption of the Money Flows Project into the

National Income and Labor Section effective De-

cember 31 and the redesignation of this Section

as the National Income, Money Flows, and Labor

Section, with Mr. Kenneth Williams as Chief of

the combined section. This merger is for the

purpose of incorporating work on this project,

which has heretofore been on a temporary basis,

into the regular activities of the Division and

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



10/12/48
-9-

"is called for at this time by the resignation

of Mr. Morris Copeland, who has been in charge

of the Money Flows Project, as a full-time staff

member. Mr. Copeland is accepting a professor-

ship in economics at Cornell University begin-

ningearly in 1949. The money flows estimation

work would be carried on under the new arrange-

ment with the objective of developing quarterly

money flows estimates for major economic sectors

on a current basis. It is contemplated that at

a later date a recommendation will be made for

retaining Mr. Copeland's services after December

31 on a part-time consulting basis.
"5. Change in the grade of Mr. Frank Garfield, Chief

of the Domestic Business Conditions Section from

X to Y on a merit basis. Mr. Garfield is the

senior member of the Board's top professional

staff and is an economist of outstanding ability.

He has been at the top of his present grade for

more than 3-1/2 years.
0.. "The attached diagram shows the general organization
2 the Division as it will be after adoption of the changes
Proposed above and others in the international group. Rec-
uramendations will be submitted at an early date with re-
spect to filling of existing vacancies in the positions of
Chief Of the Government Finance Section and Chief of the
kJ:sumer Credit and Finances Section. A special memorandum

iscribing the Division's functions, activities, researchp
lijns, and projected five-year personnel and budget needs
ch'l be circulated to the Board at an early date. The

bunges now being recommended will fit into that program
are needed at this time to carry on the current workOf 
the Division."

Chairman McCabe
the 

mezorandum had been

bel's Of the 
Personnel Committee,

4448 as the member of the Board
411d that the Personnel Committee

stated that the recommendations contained

1.746

in

discussed upon several occasions by the mem-

that they had the

whose assignments

approval of Mr.

included research,

recommended that they be approved.
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Mr. Eccles stated that he had read the memorandum and that

he aProved the recommendations contained in it but that he felt

the 
matter was of such major importance that final action should

11°t be taken until the views of Messrs. Szymczak and Clayton could

be obtained.

YOurig

Mr. Evans then moved that the recom-

mendations contained in the memorandum be

approved, with the understanding that the

Secretary would obtain the views of Messrs.

Szymczak and Clayton and that if either of
them did not approve the recommendations
the matter would be reconsidered at the
next meeting of the Board.

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

Secretary's Note: The memorandum was discussed by

telephone with Mr. Clayton on the afternoon of Oc-
tober 12, 1948 and with Mr. Szymczak when he re-

turned to his office on the morning of October 13,
1948, and both approved the recommendations.

At this point Messrs. Riefler, Thomas, Vest, Nelson, and

ithdrew and the action stated with respect to each of the

Illatter 
s hereinafter set forth was taken by the Board:

Minutes of actions taken by the Board of Governors of the
Peurea

Reserve System on October 11, 1948, were approved unanimously.

Memorandum dated October 6, 1948, from Mr. Nelson, Director
or the 

Division of Personnel Administration, recommending the ap-
&tm 

e-- of Mrs. Frances Margaret Moore Thompson as a substitute
tiurse

14 that Division with compensation at the rate of $11.60 for
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each calendar day worked, effective October 17, 1948, subject to

her Passing satisfactorily the usual physical examination. The

xemorandum also stated that it was not contemplated that Mrs.

Thompson would become a member of the Federal Reserve retirement

system.

Approved unanimously.

Memorandum dated October 6, 1948, from Mr. Bethea, Director

Of the Division of Administrative Services, recommending the ap-

ntment of Mr. Leroy H.

1)ivision with basic salary at the rate of $2,949.72 per annum, ef-

fective as of the date upon which he enters upon the performance

his duties after having passed the usual physical examination.
The 

memorandum also stated that it was contemplated that Mr. Cooley

become a member of the Federal Reserve retirement system.

Approved unanimously.

Memorandum dated October

f the D
ivision of Administrative

meat
Of III's. Catherine Gallagher

' On a 
temporary basis for a

seaary at the rate of $2,020 Per

Cooley as a telegraph operator in that

11, 1948, from Mr. Bethea, Director

Services, recommending the appoint-

as a cafeteria helper in that Divi-

period of two months, with basic

annum, effective as of the date

111)°11 /4h1ch she enters upon the performance
havin

Passed the usual physical examination.

tatea that due to the temporary nature of her

of her duties after

The memorandum also

appointment it was
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riot contemplated that Mrs. Gallagher would become a member of the

Pecleral Reserve retirement system.

Approved unanimously.

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

of 
Cleveland, reading as follows:

"Reference is made to your letter of September 18,

1948, requesting the Board's approval of payment of sal-
aries to certain employees in excess of their respective
maximums.

"It is the feeling of the Board that the salary
range from minimum to maximum in each salary grade es-
tablished under the plan of job classification and salary
?Am

inistration for the Federal Reserve Banks is sufficient-
ly broad to take into account the varying levels of com-
Petence in job performance and that only in especially
!meritorious cases should the prescribed salary limits be

°reached. To exceed the maximums in numerous instances
!Plpears to violate the principles of the plan and the
Board is loath to approve that practice. Moreover, it
ls felt that if the need to exceed the maximum fixed for

sPecific position is predicated upon the Bank's salary

being zca le  out of line with the local market, considera-
tion 

should be given to adjusting the salary scale in-
stead of exceeding the maximum salary.

"However, inasmuch as the plan of job evaluationand 
salary administration has been in operation for

n a Year and it is realized that it takes some time
bring the salaries of all employees into strict con-

withep the plan, the Board of Governors approves,
effective 

October 1, 1948, the payment of salaries as

cluested to the following employees at the rates in-
dicated:

Name

quigney
1-7-8-nette Moenich

Sykora
Steven

AleXander Jones

!rttewart 
hlar HichensSt  

taihns

Title Annual Salary

Head Office

Elevator Operator $1,980

Elevator Operator 1,980

Recordak Operator 1,920

Recordak Operator 1,980

Endorsing Clerk 2,100

Mail Verification Clerk 3,060

Mail Verification Clerk 3,060

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



1.750

10/12/48

"Name

-13-

Title 
Cincinnati Branch

Frank Keller Coin Teller
Martha Allmoslechner Sr. Cash Clerk-Typist

Pittsburgh Branch 
Eugene p. Anderson Gen. Issues Ship. Clerk-

Relen 0 Bauer 
Typist

.
Eugene Descamps 

Member Accounts Bookkeeper

Check Collection Utility

Clerk 2,700

ter 
"In view of the circumstances described in your let-

) the Board of Governors also approves the payment of
salarY to Mr. James M. Hiner, Redemption Adjustment Clerk,
Fiscal Agency Department, at his present rate of $3,120

Per annum, which is $240 in excess of the maximum for the
gradein which his position is classified.

"In your letter the Board is requested to approve a
shift differential of $180 for evening and night work for
12,0sitions in Grades I through VII and of 5% of the maximums
1.,°_r P ositions in Grade VIII and above. It is believed that

would be preferable to have a fixed maximum for shift
.'‘'rlfferentials rather than a percentage of the maximums of

the 
trImus grades as suggested in your letter and, accordingly,

Board of Governors approves the payment of a shift dif-

clrential of not exceeding $180 per annum for positions
d:!,-assified in Grades I through VII and of not exceeding

00 Per annum for positions classified in Grade VIII and
,2ve. This authority is consistent with that previously
mlanted -by the Board to two other Reserve Banks."

Annual Salary

$2,700
2,700

2,400
2,460

Approved unanimously.

Tel-egram to the Vice Presidents in charge of Regulation W
at all

Fecleral Reserve Banks, reading as follows:

°II Oct 
"You will recall that at the Regulation W Conference

men., ober 8 there was discussion of registration state-
rece ived from Rexair salesmen. For the present we

h4gest that in cases in which the registration certificate
riot ,11..°t already been sent to such salesmen such certificate
be be 

issued until you receive further advice. We hope to
able to advise you further in the near future."

Approved unanimously.
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Letter to to Mr. Wallace, Counsel of the Federal Reserve Bank

Of Richmond, reading as follows:

"This refers to your letter of October 6, 1948,
concerning the applicability of Regulation W to ex-
tensions of instalment credit arising out of the sale
and installation of storage tanks and cylinders, to-
gether with piping and related mechanical devices,
necessary for the use of so-called bottled gas as a
fuel, where such installation is made by a vendor who,
at the same time, sells to the same buyer a listed
article, such as a cooking stove, using such gas as a
fuel. You indicate, however, that it is not unusual
for the bottled gas installation to be made separately
:111.ctli:ila vendor other than the one selling the listed

"The Board agrees with your conclusion that an
installation of the kind above described, whether or
riot by the vendor selling the listed article, involves
a credit to finance improvements to existing structures
within the meaning of section 7(g)(2) of the Regulation
!Id is, therefore, exempt. The sale of the stove or

Other listed article, however, would always be subject

Of 
the Re gulation in accordance with item 1 of Group B

I the Supplement or in view of the exception to section

Approved unanimously.

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

Of Atla,4
—Le, reading as follows:

"This refers to your letter of September 24, 1948,

Mesting certain topics for consideration at the Regu-

11. °11 W conference on October 7 and 8. In accordance
10," Your suggestion, however, there are set forth be-

the answers to items 2, 4, 5 and 6 in your letter.
p To

It

 connection with your question concerning Form
639, the number of Registrants refers to the head

"ices in the 6th District.
"The answer to the question presented by your item

D'eullber 4 is that a pre-September 20 loan for medical ex-
rises may be revised after that date as if it were a
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"new obligation exempt under section 7(h) of the Regula-
tion, if at the time of revision the requirements of
that section are met by the Registrant accepting in good
faith a written statement signed by the borrower and con-
taining the necessary certification.

"The answer to the question in your item number 5
is governed by the rule contained at page 271 of the
March 1947 Federal Reserve Bulletin under the heading
'Loan over $2000. 1 This interpretation -- except, of
course, for the amount -- is applicable under the new
Regulation. Therefore, a pre-September 20 loan of over

t5000 may be revised after that date without regard tohe Regulation even though at the time of revision the
unpaid balance is less than $5000.

"The question raised by your item number 6 bears
11Pon matters covered in interpretations at page 272 of
the March l97 Bulletin and also page 986 of the Bulletinfor 

According to the principles there stated, it
callc1 appear that the mechanical refrigeration units to

which : You refer, being designed for commercial use, prob-
ably are not to be considered as listed articles, even

feet 
each one of them may be of less than 12 cubic

reet of rated storage capacity."

Approved unanimously.

Letter to the Honorable Thomas E. Martin, 204 Post Office

ng, Iowa City, Iowa, reading as follows:

21,laho
"This refers to your letters of September 17 and

letter
7-1-,J, addressed to Chairman McCabe, which enclosed
s you have received from Mr. G. J. Timmermann, of

A. Timmermann Company, Davenport, Iowa, and Mr. D.
gal!lizor, of The Dexter Company, Fairfield, Iowa, re-

AlItc.ling section 6(g) of Regulation W -- 'Delivery in
leiPation of an Instalment Sale.'

We recognize that the provisions of section 6(g)
handicap bona fide sales promotion efforts by the

14! and. we have from time to time studied whether it

rio,'4,13e Possible to relax this provision without se-
The Y weakening the effectiveness of the regulation.
ti Possibility of such an amendment is under considera-

°11 e't the present time, and you may be certain that
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"the views expressed by your constituents will be con-
sidered fully. We are always glad to receive and con-
Sider constructive suggestions.

"We are returning your correspondents' letters, as
YOU requested, for your file."

Approvea:

Approved unanimously.

' LCA'1,1 
Chairman.

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




