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Minutes of actions taken by the Board of Governors of the
Feqe
r
2l Reserve System on Tuesdey, September 6, 1949. The Board met
1nt
" Board Room at 10:00 a.m.

PRESENT: Mr. McCebe, Chairman
Mr. Szymczak
Mr. Draper
Mr. Evans
Mr. Vardeman

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Thurston, Assistant to the Board
Mr. Riefler, Assistant to the Chairman
Mr. Vest, General Counsel

Mr. Smith, Special Counsel

Mr. Hodge, Technical Adviser

T Mr, Szymczak stated that in accordance with the action of

® B
8d at 1ts meeting on August 30, 1949, arrangements had been

Uage
to
€lve a Qinner to representatives of central banks who will

b

e
na 2 -
3 ttendance at the Fourth annual meetings of the International
o
o
N * Reconstruction and Developnment and the International Mone-
Y Fung
{ in Washington in September, thet the dinner would be given
U the Pan.
d&y
2 Se
Ptember 12, 1949, and that it was planned that in addition

American Room of the Statler Hotel at 7:00 p.m. on Mon-
to
the

v
% 1Sit1ng central bankers, the members of the Board end a few
\'g tE(l %

Bembers of the staff would be present.

Reference was made to the exception and eppeal from the rul-

Oft
ta he Hearing officer filed by attorneys for Transamerica Corpo-
a

On
Wder date of August 29, 1949, Mr. Evans stated that he had
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rea
q the draft of a suggested statement and order prepared by Coun-

8g) . .
? COpies of which had been sent to all the members of the Board

Ugust, 31, 1949, and that he was completely satisfied with the

Pr
°Poseq Statement.
Mr, Vardaman stated that before considering the proposed re-

h

® Would like to know whether Mr. Clayton hed filed with the
Chay
™an o the Secretary's Office a statement along the lines dis-
cusBed

8% the meeting on July 19, 1949, of the reasons for his re-
nj
g from participating in the consideration of matters relating
O the
Transemerica case.

Upon being informed that the statement
had not been filed, Mr. Vardeman moved that
Chairman McCabe be requested to ask Mr. Clay- x,
ton for such a stetement to be filed with p
the Board prior to the next meeting at which
any matters relating to the Transamerica
case were considered. He added that he was
extremely reluctant to consider the pending
matter until Mr. Clayton had made his position
clear, that he would do so as a courtesy to
Mr. Evans who would be here only a few days,
but that he would not teke part in any other
matters pertaining to the Transamerica case ¢
until the suggested statement hsd been filed.

Following a discussion, Mr. Vardaman's
motion was put by the Chair and carried.

Mr. Evans took no part in the discussion
or action on this motion for the reason that

he was not familiar with the background of
the motion.

At Chairman McCabe's reqguest Mr. Carpenter then read the

A FRASER

e 010/
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exceptiOn and appeal from the ruling of the Hearing Officer and
he drart of proposed statement and order prepared by Counsel,
® also read a memorandum dated September 2, 1949, and received
tisnorning from Mr. Stewart, Counsel for Transamerica, prepared

®sponse to a memorandum filed by Mr. Townsend, Solicitor for
e Board, dated August 31, 1949.

At this point Mr. Szymczak referred to a luncheon meeting

?nch he had with Mr. L. M. Giannini and Mr. Roland Pierotti of
ip Bank Of America National Trust and Savings Association as re-
“Wdeq In a memorandum from him dated August 24, 1949, during which,
hnaddition to discussing the formation of an Edge Act corporation
yBank Of America National Trust and Savings Association to handle

the
by ;
°*eign business of the benk, Mr. Giannini stated that Mr.

Townsend
Qup

» Solicitor for the Board, had said upon several occasions
; g the Clayton Act hearing that if Transamerica did not con-
rolthe Bank of America there would be no case against Transemerica.
nglei&nnini inquired, Mr. Szymczak said, whether the Board would
beﬁm he same way about the case, to which inguiry Mr. Szymczak
%, ™ed {hat he did not know Mr. Townsend had made such a state-
. > *hat the Board had not considered the subject, and that he
Q;ud ®ffer no opinion as to how the Board would feel about the

tter.

He went on to say that Mr. Gilaunnini then asked him what it

Vﬁs
%
he Board wanted to accomplish by the proceeding and that he

or FRASER
gatsfed.org/
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Mr'SZYmczak) told Mr. Giannini that if he had any questions per-
tah“ng to the case, his counsel should take them up with the
M8 Solicitor, Mr. Szymezek also said that on the morning
ofAMguSt 26 he celled Deputy Comptroller of the Currency Robert-
SonOn the telephone and reported to him the luncheon conversa-
Hoy °f August 2l with Messrs. Giannini and Pierotti, especially
:m Part about capital requirements of Bank of America and the
t%R Act Corporation,and that in the afternoon Mr. Robertson said
tat Mr, Giannini was over to see Comptroller of the Currency

Dy,
an
O that morning, that in their conversation Comptroller Del-

a.no
8
M Mr, Giannini discussed how to dispose of the Clayton Act

Qase
? 84 that it was indicated that Trensamerica would want their
e0“11831 .
> Mr. Stewart, to talk with Mr. Vest and Mr. Lynch, General
CgunsGl

Of the Treasury. Mr. Szymczaek added that he reported these
Qonv
8
g rs&tions to the other members of the Board (except Mr. Clayton
Wi
88 out of town, but to whom he subsequently reported the

Ver
Ry ations) and to Mr. Morrill, Speciel Adviser, Mr. Vest, Mr.
Sfle
: *> Mr. Smith,and Mr. Townsend, and that on the basis of Mr.
T
it v

as
% Probable that Transamerica interests shortly would approach
S B

S comments and the information received from Mr, Robertson

Sarq Concerning a settlement of the case.
Mr. Vardaman stated that he disagreed with the suggestion

th&t Mp
* Glannini or his counsel should take such a matter up with

L FRASER
el 010/
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b Board's golicitor and that he (Mr. Vardamsn) felt that the

?mrd had no right to designate any agent or eny single member of

;m Boarg g5 g channel through which the Board must be approeched.

® also Stated that he felt that if Transamerica wished to make

?W-repreSentations they should be made to the Board or to the

h&hmmn of the Board for presentation to the other members of the

&Mrd.

i There was a discussion of this point, and Cheirmen McCabe sug-

e that while it had been indicated to representatives of Trens-

1tezi°& that they were free to communicate with the Board at any time,

J %8 logical that any representation by Transemerica looking toward

Bo:i:lement of the case should be discussed informally with the

§ Counsey ,

informeer- Evans suggested that he and Mr, Townsend be kept fully

Ofthe of any such representations and that any proposed settlement
c

re&ched 88¢ be clearly set forth in writing so that any settlement

lating Would be effective in finally disposing of the questions re-
%o the Transamerica group which had confronted the Board for

the
Past Several years.

o Mr, Vardaman then suggested that the Board heer from Counsel
the

1 estion whether the Board should reverse its action of July
» 1o

>

> Teferring to the Hearing Officer the motion to dismiss

S 4]
8
'b :
V attorneye for Transamerica under date of July 8, 1949, as
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“&u_as the date on which hearings were to be resumed. He added
that at the meeting on July 19 he felt that the Board should have
g arguments on the motion to dismiss, that he still felt this
ﬂmuld be done, and that the day set by the Hearing Officer for
resunlptiOn of hearings (September 19) allowed Transamerica an in-
“oquate time to prepare its defense.
; Mr, Evans steted that he assumed that the first part of Mr.
rmﬂaman's suggestion was answered by the action of the Board in
t::r:ing to him the motion to dismiss and that in setting the
s tzr resumption of the hearing he felt that, having in mind
lowed € complaint was filed in June 1948, ample time had been al-
very ;1 He alsg0 said that in conducting the hearing he had been
Mt beral in allowing recesscs and that he would allow further
G 898 1f that seemed necessary or desirable. He added that he
N Teaq Carefully the memorandum sent by Mr. Vardaman to the in-
thaid:al members of the Board under date of August 31, 1949, and
® 4id not think the points covered therein, including the

POS

Sible
ti effects of the death of Mr. A. P. Giannini on the prepara-

On

of

t Transamerica's case, were sufficient grounds for extending
ed ‘

ate
for resumption of the hearings.

. Chairman McCabe then called upon Mr. Smith who reviewed the

Co
Wses of action considered by the Board in disposing of the

on t
© dismiss filed by Transamerica on July 8, 19%9. He
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Stateq that the Board had a right to refer the motion to the Hear-

g Officer for handling and disposition as had been done with the

"ler Standing that if the Hearing Officer felt the motion should

: “Tanted he would make & recommendation to that effect to the

s°&rd, and if agfter having heard the evidence thus far pre-

oented he felt the motion should be denied, the Board could rely

" his Judgment, Mr. Smith added that he felt the course followed
° entirely consistent with previous decisions in the case and was
reason&ble Position for the Board to have taken under the circum-

st&nces.

W Bcontinuing, Mr. Smith stated that the questions presented

ag,lgh ©ard by the exception and appeal filed under date of August

i mOti: Were, in effect, the same as those decided in referring

14y N °0 to dismiss to the Hearing Officer. He said that the autho-

e the Board was clear, that it had complete power to allow
e

ttee, deption and appeal and to vacate the order of the Hearing Of-

he . Oying the motion to dismiss, or that it had authority to deny

XCeption and appeal on the grounds that interlocgtory appeals

lot,
{ Provided for by the Board's rules of procedure or the Admin-

8
rati
& Ve Procedure Act. On the question of the date for continuing

he he&
y *ings, Mr. Smith s

of
" he Rules of Procedure authorized an appeal to the Board from

aid there was a basis for arguing that Rule

eci
Sion of the Hearing Officer in that regerd but that there was
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so 5 basis for saying that the rules did not give such authority

" that if the Board held that it might hear an appeal from a ruling
lssueq by the Hearing Officer it opened the way for appeals on any and
fery Such ruling. Therefore, he said, he construed the rules of
jr%edure as not intended to allow appeal from a ruling of the Hear-
:Q Officer but that they did allow the respondent to file a motion
bleh Would bring a matter to the attention of the Board. He made

t

h:ed::rther statement that while opinions on the point might differ,

. Dot feel that a refusal at this time to extend the date for

c:”“Ptic’n of the hearing beyond September 19, 1949, could, as a matter

: law, be said to be unreasonable or would fail to give the respondent

mi:zir he&ring, because it could not now be known how many recesses

& e taken, and that if there was error in fixing September 19

rec::: date for resumption of the hearing that error might be cor-
by recesses granted in the future. He added, in response to

3
QUeSt
ion from Chairman McCabe, that the question whether the Board

shoul
|
the Sustain the Hearing Officer's ruling on this point or extend
dat
€ for the resumption of the hearings was a matter of judgment

Oy
the P&rt [o) f .
& the Board but that he (Mr. Smith) was of the opinion
3 th
€ time allowed the respondent was somewhat short and that an

exte
n
Slon Should be granted.

Mr. Szymczak then moved that the Board
issue the statement and order as prepared
by Counsel and read at this meeting in
response to the exception and appeal filed
byhTransamerica under date of August 29,
1949,
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Mr. Vardaman moved, as a substi-
tute for Mr. Szymczak's motion, that
the Board allow the exception and ap-
peal filed by Transamerica under date
of August 29, 1949, and that it hear
oral argument on the motion to dismiss
filed under date of July 8, 1949,

Mr. Vardaman's substitute motion
was put by the Chair and lost, Mr.
Vardaman voting "aye" and Messrs, Mc-
Cabe, Szymczak, Draper, and Evans vot-
ing "no" .

Mr. Szymczak's motion was then put
by the Chair and carried, Messrs. Mc-
Cabe, Szymczak, Draper, and Evans vot-
ing "aye" and Mr. Vardaman voting "no".

Mr. Szymczak then moved that the
statement and order referred to above
be issued with the understanding that
as the Clayton Act proceeding progresses
Mr. Evans will be liberel in granting
such further recesses as may be justi-
fied by developments in the case.

Mr, Evans said he would be glad to be guided by such an

Mr. Vardaman moved that as a sub-
stitute for Mr. Szymczek's motion, the
Board extend for 60 days from September
19, 1949, the date for the resumption
of the hearing.

Mr, Vardaman's substitute motion
vwas put by the Chair and lost, Mr. Vard-
eman voting "aye" and Messrs. McCabe,
Szymczak, Draper, and Evaens voting "no",

Mr. Szymeczak's motion was then put
by the Cheir and carried, Messrs, McCabe,
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Szymczak, Draper, and Evans voting
"aye" and Mr. Vardaman voting "no".

Mr. Vardaman requested that his
dissent be shown on the statement
and order to be issued by the Board,
and it was understood that the state-
ment and order would be revised to in-
clude the dissent.
DUring the foregoing discussion, Messrs. Thomas and Young,
I'E(:-t
OT and Asgociate Director, respectively, of the Division of
QSear
ch ang Statistics, entered the meeting.

At thig point Messrs. Smith and Hodge withdrew, and Mr. Eccles

: Before this meeting there had been circulated among the mem-
AI% °f the Board a memorandum from the Personnel Committee dated
;:::t 2k, 1949, transmitting memoranda from Messrs. Nelson and Vest
; Agust 15 ang July 28, 1949, respectively, with respect to

plemental retirement allowaences for Presidents of Federal Reserve
em:i: having short terms, such allowances to be paid directly by the

N 712 bank ingependently of the Retirement System of the Federal
Bup:I:e Banks. fThe memorandum from Mr. Nelson outlined a plan for

Tenta) Payments which would assure a president who retired

the

oy
. *taining age 65 and completing ten or more years of service

CQm i
neq Pension-annuity from the Retirement System and payment from

the
ank of not less than $10,000 a year, and stated that
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this ¥ould be along the lines recommended by the Conference of
zhairmen of the Federal Reserve Banks at its meeting on May 28-30,
i, In commenting on the memorandum, Mr. Szymczek stated that

® Persomnel committee felt that the plan would accomplish the pur-
Pogeg Vhich the Chairmen had in mind and that the question presented
rorc°nsideration by the Board was whether in accordance with the
ecommend&tion by Mr. Vest in his memorandum of July 28, 1949, the
. o shoulg pe submitted formally to the Bureau of Internal Reve-
eze for an opinion as to whether the plan would endanger the tax

*tpt Status of the Retirement System of the Federal Reserve Banks.
vy There followed a discussion of the proposed arrangement,

¥ woulq involve a contract between the employing bank and the
welivzjual concerned, and the reasons for such an arrangement as
Internalthe recommendation of Mr. Vest that it be submitted to the
i . Revenue Bureau for an opinion before adoption. During
bag ®Ussion, question was raised as to the advisability of adop-
s Sy Plan, it being stated that studies by the Chairmen's Con-
edence Committee indicated that the present retirement plan of the
Bys°::: Reserve Banks was more liberal than most other retirement
gy, 80d that if individual cases arose in which the retirement

ance Seemed inadequate, consideration could be given by the

1l‘e I
tor
e S Of the Federal Reserve Bank and by the Board at the time

I‘etir
®ment to whether such allowance should be supplemented by
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60

¥}

oI/ 1P

8
Pecial contribution.

Following a discussion, upon motion
by Mr. Draper, it was agreed unanimously
that the matter be referred back to the
Personnel Committee for further considera-
tion with the understanding that the Com-
mittee would again report to the Board.

Chairman McCabe then referred to a letter from the Budget
urea
U dated August 18, 1949, regarding the proposed letter to

Sena
t
R Maybank, Chairman of the Senate Banking and Currency Com-

Wtte
e
> transmitted to the Bureau of the Budget for comment on Au-

Bugt,
1, 1949, with respect to S. 2340, a bill which would require
1)

hat membership on the Board be bi-partisan and (2) that func-

tiOns

. °f the Board with respect to internal management, its rela-

p wity Congress, and the execution of policy be performed
¥ the
i Chairman, The letter from the Budget Bureau stated that
~ "ouWld be no objection to the submission of the proposed let-

ter
to
o the Senate Banking and Currency Committee but that the pro-
8o
ns
. Of S, 2340 which relate to the functions of Chairmen of
8ulqy,
d ory commissions were in accord with the program of the Presi-
ut,
There followed a discussion whether the proposed letter

Bho
g b
® sent, quring which it was suggested that Chairman McCabe

Bcuss
- the matter informally with Mr. Pace, Director of the Budget,

reo
Port hig discussion to the Board at a meeting next week.
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This suggestion was approved unani-
mously.

Mr. Szymczak stated that during a discussion at the meeting
. n
gust 30, 1949, of topics to be submitted to the Federal Advisory

Coun
¢
. 11 for consideration at its meeting on September 18-20, Mr.
ardama
Suggested that the Council be asked to discuss to what ex-

mentperSOnnel from commercial banks might serve as members of foreign
1ssi°n3 arranged by the System. Mr. Szymczak also said that the sug-
zesti‘m had been carried over for discussion at this meeting when all

"bers of the Board could be present.

g Mr. Vardaman stated that he felt the question should be sub-
eq

for the reason that he was interested in promulgating through-
0

Ut the
; ¥orld the principles of private banking and he felt inclu-
10n

of

Private bankers on such missions might assist in accomplish-

1
"8 thig Objective,

th Mr, Evans said he would be opposed to submitting the topic for
&

rea
SOD that many of the large commercial banks that would be in a

Ositi
0
1 to furnish personnel for such missions had branches or other

eres
ts abroad and the disinterestedness of their contribution to

8 my
88i
°R Would be open to question.

Following a discussion, Mr, Vardaman
moved that the question be added to the
agenda for the meeting of the Federal Ad-
visory Council.

Mr. Vardaman's motion was put by the
Chair and lost, Mr. Vardaman voting "aye"
and Messrs. McCabe, Eccles, Szymczak,
Draper, and Evans voting "no".
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Chairman McCaebe then stated that he would like to discuss in-
fo
rm&lly with the members of the Federal Advisory Council the question

Oft
be executive pay bill, H.R.1689, now before Congress.

Following a discussion, Chairman Mc-

Cabe's suggestion was approved, and it was
agreed that a background memorandum should
be handed to the members of the Council with
the informal statement that the Board would
like to have the views of the Council as to
the salaries that should be provided in the
bill for the members of the Board in the
light of the salaries contemplated by the
legislation for officials of other depart-
ments and agencies of the Government.

Mr. Vardeman referred to a memorandum prepared by Mr. Barton,
SSistant Counsel of the Federal Reserve Bank of Chicago, for Mr. Young,
t::sident of that Bank, under date of July 29, 1949, with respect to
. applicability of the Michigan General Sales Tex to materials pur-
thazei for the aadition to the Detroit Branch building. It was stated
\ he contract, for the addition had been let and that it included
90 Which would cover the estimsted amount of the tex that would

h&.\re
to
be paig by the contractor.
Mr, Vardaman suggested that an attempt be made to find a means

¥he
Teby Payment
t1 of the sales tax could be avoided so that this addi-
1
fmount, would not be a charge against the $10 million authoriza-

iQn
of
Congress for the construction of branch buildings of Federal

Res
Cry,
e B&nks .

Following a discussion, the matter was
referred to Mr. Vest with the understanding
that he, in consultation with Mr. Leonard,
would consider Mr. Vardaman's suggestion.

Before this meeting there had been circulated among the members
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°f the Board a memorandum from Mr. Nelson dated July 28, 1949, which
I@emmmnded (1) that the present policy with respect to outside busi-
158 ang teaching activities be continued, with the understanding that
j&h 8¢tivities not interfere with the performance of the duties of
:m emp1°yee in his position with the Board, and that the employee not
e ®Y position which might embarrass the Board in the conduct of
is °P9rations, (2) that no objection be raised to any employee accept-
':Q foming) compensation for such outside business or teaching activi-
sies, 8d (3) that the practice of obtaining reports each year on
e 8Ctivities be continued and reviewed by tﬁe Personnel Committee.
Mr, Vardaman stated that he had asked that the memorandum be
Q:C“ssed at this meeting because he felt that the matter should be
p:sidered by all of the members of the Board, that he was opposed to
ti:ji::ing employees of the Board to engage in any outside business ac-
o 8, and that any excep?ion to such a policy should be authorized
b the Board,
= There fo11owed a discussion of the outstanding instructions with
S ok t°‘reporting outside business activities and teaching engagements
the development of the present arrangement over a period of years.
At the conclusion of the discussion,
Mr. Nelson's recommendation was approved,
Mr, Vardaman voting "no'.
% A memorandum from the senior staff dated August 15, 1949, had

en e
'y
“Wateq among the members of the Board before the meeting

8
uggesting
& policy to be followed in the future regarding membership

of B°&r<1 .
Tployees on committees of outside organizations. Mr. Vardaman
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Stat,
®d that he had asked that this matter be considered at this meet-

lng
®d, as in the case of outside business and teaching activities,

he W
%8 opposed to membership by members of the Board's staff on any

ttees of outside organizations.

Following a discussion, a memorandum
of policy was approved in the following form,
with the understanding that a copy would be
furnished to each employee of the Board, Mr.
Vardaman voting "no".

"Inquiry has been made of the Board as to the extent
ich members of the Board's staff might appropriately
as members of committees or similar groups of profes-
Ona%, business, civic and other organizatioms.
con It is the opinion of the Board that such service is
& oﬁétible with the policy adopted by the Board in comnec-
couldwith outside business and teaching connections and
Dermg be undertaken by members of the staff to the extent
hat tted by the principle underlying that policy, that is,
Boardit is important that officers and employees of the
emb refrain from being placed in any position which might
8rrass the Board in the conduct of any of its operations,
denZESUIt in any questions being raised as to the indepen-
dischaof their judgment or their disinterestedness in the
abilitrge of their official responsibilities or their
"y to perform their duties satisfactorily.
sent tAccordingly, the statement contained in the memorandum
S © employees of the Board under date of March 24, 1948,
BOard?en amended to cover this point as well as to state the
talig § Policy with respect to articles for publication and
that hay Board employees, and to set forth the understanding
to Do S been in effect for a number of years with respect
"1tica1 activity on the part of members of the staff.
A copy of the revised statement is attached.”

to wh

8]

The statement enclosed with the above
nemorandum was as follows:
n

teachiwith respect to outside business affiliations and

era] Rng activities of officers and employees of the Fed-
eserve Benks, and members of the Board's staff, the
S expressed the view that such connections should
by those occupying responsible positions only with
Toval of the Board whenever e member of its own

Oard ha
b mage
the app
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"
Staff was involved and only with the approval of the appro-
Priate committee or officers of a Federal Reserve Bank when-
SVer an officer or employee of the Federal Reserve Bank was
Involved, The pertinent parts of a letter written to the
®deral Reserve Banks on this subject are quoted below:
'For many years the Board has taken the posi-
tion that the good conduct and repute of the Federal
Reserve System requirs that officers and employees
OCcupying responsible positions in the Federal Re-
S€rve Banks shall give their entire time and atten-
tion to the affairs of the Banks and not be identified
With any outside business interests. Stated as a
€eneral principle, it is important that officers and
fmployees of a Federal Reserve Bank refrain from be-
ing placed in any position which might embarrass the
Federal Reserve Bank in the conduct of any of its
OPerations or result in any questions being raised as
FO the independence of their Jjudgment or their dis-
interestedness in the discharge of their official
Tesponsibilities or their ability to perform satis-
Tactorily all of the duties of their positions.
'Question as to the applicability of this pol-
ey to teaching commitments has been raised and it
has been urged that there is a definite distinction
between the outside business connections contem-
Plateq by the above statement of policy and purely
®ducational work, and that there should be no ob-
€ction to an officer or a member of the research
Staff of a Federal Reserve Bank having a teaching
Connection with a university which is also helpful
In enabling him to keep in touch with current devel-
OPments in his field and in esteblishing and maintain-
Ing relations between the Bank and the university
Which would be of sdvantage to the Bank. The Board
1s in agreement that such instances, as well as other
teaching connections which are closely related to
the work of the Federal Reserve Banks, such as A.I.B.
ClasSeS, should not be regarded as coming within the
SCOpe of the policy stated above, provided; (a) the
Feaching engagement is clearly secondary and in keep-
g with employment by the Reserve Benk, snd (b) the
Saching engagement does not interfere with the work
of the Reserve Bank.
'In the review of this policy, other questions

=17~
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"'have arisen about outside activities of members
Of the research staffs. Some time ago the Board
had occasion to consider the question of the pro-
Priety of a member of the research staff receiving
Substantial pay for preparing for a semipublic
agency a study peculiarly in the field of Federal Re-
S8erve interests. The Board expressed the view that
an important principle was involved, namely, that
& Tull-time employee or officer of a Reserve Bank
Should not receive pay from another sourcs for work
being, or which should be, done by the Reserve Bank
88 part of its public service, and that, in the
Case in guestion, if the ctudy were one that ths
Bank, as such, should make, it should be done by
the Bank without charge to the other agency, ex-
Cept possibly for out-cf-pocket expenses. It may
be added that fraquently the perscn involved would
ot be called upon to render the outside service
if he were not in position to utilize information
and material accumulated in the conduct of the
affairs of the Bank.

'The policy with respect to outside engage-
Nents applies only to officers and to full-time
Teguler employees. It may not necessarily apply
to individuals engaged as consultants on a fee
b‘131&3, to those engaged as part-time employees, or
to those employed for temporary periods, such as
during vacations or for work on specific projects,
Such cases should be considersd individually by
the Reserve Banks in the light of the gensral
Principle involved.......

'It is expected that reports now being made
Yo the boerds of directors of the Federal Reserve
Banks regerding indebtedness and outside business
8Ctivities of officers and employees occupying
Tesponsible positions will be continued... In no
€vVent should an officer or an employee occupying
& responsible position underteke ffany outside busi-
1088 activity or teaching engagement without first
Obtaining the approval of the appropriate committee
Or officer of the Benk.'

€ Board appreciates the desirability of a member of
Zeeping in touch with developments in his chosen
and that at times ‘he may be called upon to serve
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2? & committee or other similar group of an organiza-

On in that field. The Board would not regard such
5€rvice as inconsistent with employment with the
%8rd 5o long as it would not result in any embarrass-
nent to the Board or in questions as to the employee's
disinterestedness in the discharge of his officiel
I‘eS'POIlsi'bilities or his ability to perform his work for
the Board satisfactorily. In no event, however, should
& member of the staff sccept membership on a committee
8T circumstances which might be understood or interp-
Teted ag indicating that he was serving on the commit-
¢ as g representative of the Board. Should member-
Ship on a committee or similar group of an outside
T&anizetion involve payment to the staff nember of a
?e, honorarium, or other form of compensation for ser-
“ces rendered, the service would constitute an outside
U8iness comnection and should be handled accordingly.
% "No business or teaching activities should be under-
8ken by any employee of the Board until the matter has
sl Tevieved with the head of the division under whose
Pervision he works, and, in the case of officers and
O¥ees occupying responsible positions, the approval
© Personnel Committee obtained. Likewise, before
D emplOYGS accepts an office or membership on an im-
°°rtant committee of an outside business or professional
Yéanization the matter should be presented to the head
a s division. If at any time there appears to the
Vision head to be any question as to the propriety of
Coe S€rvice he will submit the matter to the Personnel
mmiftee of the Board.
Bhigic It is the view of the Board that, to the extent
the 1t can be done without interfering with the work of
writBOard’ the members of the staff should feel free to
tig © articles for professionsl and technical publica-
Dro?s’ ?nd to give talks before technical, educational,
Sygtesslonal, and other groups, on the Federal Reserve
of bem and its functions., This is desirable as a means -
Reseringing about a better understanding ?f the Federal
Stafgve System by bankers and by the public. However,
Com Wembers should receive no fee, honorarium, or other
Pensation for such articles or talks. The approval
ceptie Personnel Committee should be obtained before ac-

or U an invitation to speak or to write an article

Publication, and such articles or talks should be
d in each case to Mr. Thurston, either in text
°ral outline if no text is prepared.
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"In the past the Board has not issued any formel
Instructions to the staff with respect to political ac-
Yvity or the holding of political or public office.

OWever, attention has been called from time to time to

© Provisions of the Hatch Act, which cover this matter,

%04 it has always been understood that the members of the

ztaff would not participate in political campaigns or the

OglleCtion of assessments of a political character or

N hervise eéngage in political activity except to the ex-
®0t permitted by the Hatch Act. As far as the Board
OWS, this understanding has never been violated and it
S mentioned at this time solely for the purpose of

oc D8Ing it to the attention of the members of the staff

that they can keep it in mind."

g A% this point Messrs. Riefler, Vest, Thomas, Nelson, and
tmulg "ithdrew, and the action stated with respect to each of

s Tatters hereinafter referred to was taken by the Board:

. Minutes of actions taken by the Board of Governors of the
Sdergy Reserve System on August 30, 1949, were approved unani-
"ousyy,

- Minutes of actions taken by the Board of Governors of the
Yera) Reserve System on August 31, 1949, September 1, 2, 1949,

Her

sl
. PProveq ang the actions recorded therein were ratified unani-
y.
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