Minutes of actions teken by the Board of Governmors of the
Feg
9erel Reserve System on Wednesday, May 24, 1950. The Board met
in
the Board Room at 10:35 a.m.

PRESENT: Mr. McCabe, Chgirman
Mr. Szymczak
Mr. Draper
Mr. Vardeman

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretery

Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistent to the Chairman

Mr. Leonard, Director, Division of
Bank Operations

Mr. Vest, General Counsel

Mr. Young, Director, Division of
Resesrch and Statistics

Mr. Solomon, Assistent General Counsel

Mr. Schmidt, Economist, Division of
Research and Statistics

Mr. Vardamen stated that he had asked that this meeting be
helg for the purpose of discussing the Board's position with respect
® Propoged legislation designed to provide aid to smell business, and
that he would like to know whether members of the Board's staff had
sen authorized to urge adoption of a bill in the form introduced in
e Senate and House on May 19, 1950, S. 3625 and H. R. 8565 and
R, 8566, to be known as the Small Business Act of 1950.
In response to Mr. Vardaman's inquiry, Chsirmsn McCebe made
: Statement substentially as follows:
"This question has been discussed at a number of
Meetings of the Board, some of which Mr. Vardamen has

not.attended. The Board has not taken any definite
Position urging a bill in the form of S. 3625 or the
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"identical bills H. R. 8565 and H. R. 8566, but staff
Members have been suthorized to indicate in their dis-
Cussions with representatives of the Bureau of the

dget our dislike of certain provisions that have been
Proposed. The Board's position with respect to this
legislation has been discussed upon meny occasions.
Last year during the hearings of the Joint Committee on
the Economic Report, representatives of small business
Eroups began visiting us for the purpose of discussing
the question. Mr. Bimson of the Valley National Bank
of Phoenix, Arizone, with his plan for insured loans,
Abbott Smith of New England who has been active in the
Mall Business Council of the Committee for Economic
Development, Harry Miller of Philadelphia who is a
Member of the Small Business Advisory Committee of the
SECretary of Commerce - they and others came to see
US. David Scoll, an attorney who was assisting Senator
O'Mahoney, Chairman of the Joint Committee on the
E?Onomic Report, came to see us and I reported his
V1sit to the Board at a meeting on June 7, 1949. Every
ime any individual or group ceme to see us we received
them end heard their story. Finally the pressure on
the part of small business groups reached such a point
that T called Secretary of Commerce Sawyer on the tele-
Phone and said that these groups were coming in here,
that the pressure for legislation was increasing, that
Various types of legislation were being discussed, and
that, T thought he as Secretary of Commerce should hear
What they had to say. I also suggested that it might be
Well if he would heve a conference at which representstives
of the Reconstruction Finance Corporation, the Federal
HOuSing Administration (because of Mr. Bimson's sugges-
tion for insured loans on the FHA principle), and other
Interested groups would be present. He held such a con-
frence and in addition to those I have mentioned it
¥as attended by representatives of & number of banks
Such gg Mr, Kelley of The Pennsylvania Company in
Philadelphia, Everett D. Reese of the Small Business
Credit, Commission of the American Benkers Associetion,
&nd Roger Steffan of the National City Bank of New York.
Mr. Riefler also attended and reported to me at length
On what took place at the conference. Nothing definite
Was done at the conference except to take under advise-
Ment the questions that had been raised.

"Following that conference, there appesred in Con-

gress & bill by Senator O'Mahoney, S. 2975, to establish

FRASER
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"corporations to assist financial institutions in
Making credit available to commercial and industrial
| ®nterprises and to provide capital for such enter-
Prises; the Lucas bill, S. 2947, to amend the Recon-
Struction Finance Corporation Act in order to provide
More effective financial assistance for small business
i and a bill by Senator Maybenk, S. 2943, to create =
| Coordinator of small business in the White House. Our
Staff wes consulted by various groups including small
business men, the Budget Burezu, Mr. Scoll, and others.
hen you will recall Senator O'Mahoney called on me to go
to Ney York to meet with the insurance executives and a
€W representstive bankers to discuss his plen for capitel
ks and I reported that invitation at the meeting of the
Boarg on February 10, 1950, at which it was the consensus
of the members of the Board that I should use my judgment
88 to whether to attend the meeting end if I did, to
vhat extent I should discuss the bill. "I attended the
Neeting and subsequently reported to the Board that after
Presenting his ideas, Senator O'Mshoney indicated the
Subject was wide open but that he felt there was a great
need for some assictance in finencing small- and inter-
Mediate-sized business. No definite conclusions were
Teached at the meeting, but some of those present seemed
%o think the capitel benks might be worth a trial.

"In the interim, President Williams of the Federal
Reserve Bank of Philadelphia discussed Senator O'Mahoney's
Proposal at great length with Philadelphia bankers and

asked Mr. Riefler to attend one of those meetings at
Which many negative features as well as some positive
features were brought out. When I went to California a
€W weeks ago I gave the directors of the San Francisco
Federal Reserve Benk and its branches the history of

hege discussions of smell business aid both at the Board
&nd among these different groups. I told them that we

ad discussed =11 angles of the proposed legislation with
Bany different groups. A few days ago at the request of
Mr, Fleming, member of the Federal Advisory Council from
Phe Fifth Federal Reserve District, I met with the Amer-
}C&n Bankers Association Committee on Government Borrow-
ing at the Treasury, and after discussing possible new
Treﬁsury financing there was an extensive discussion of
he proposed small business legisletion, including the
O'Mahoney bill and the proposed administration bill to
Carry out the points made in the President's message to

» RASER
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"Congress on smell end independent businesses on May 5,
1?50- On May 16 when I had lunch with the Federal "Ad-
Visory Council we went over the whole matter at a dis-
Cussion which lasted until 3 o'clock.
4 "As you would expect, verious opinions were ex-
Pressed by the members of the Federal Advisory Council
nd the Americesn Benkers Ascociation Committes on Gov-
“rnment Borrowing. One or two said they would accept
tge O'M&honey bill in preference to the administration
bll? if it was found necessary to accept some legis-
lation, I have not found anyone except small business
People and sone of the people in Government who have
?ny_enthuslasm for the Bimson plan for insuring small
Usiness loans. I think the benkers, if they had to
?hOOSe between the two plens, would choose overwhelmingly
.OT the revised 0'Mahoney bill rather than the bill -
}nFrSdHCQd by Senator Maybank and Representatives Spence
S?Srvatmun last Friday. If they hed to vote on the
“4¥Q§0n9¥ bill or no legislation, you would probzbly
S=U & majority for the latter.

~ "As to the question of urging any particular bill,
Ye A3ve not been in a position of saying the Board was
Sommltted to any plan up to this point. We have kept
?n OPen mind. Ve have mede our staff available to any
an ?ll groups that wanted to consult and get their
%Plnion, T presume that we will be asked to testify on
b?? bill introduced last week as the administretion
flll and at that time we will have to be prepered to
Tnéw?r Questions as to whether any bill is desireble
*AQ 1f 80 which we feel is the best."

th
qat ?

P to the present time the staff had concentrzted on matters
1
Q&yin-

Ng 5 3 4 : 2 . . 1 s .

© YO do with the form of the legislation to be introduced in Con-

gr?g&

3
“hown at this time whether any bill would be enacted, it had

A€ thinking of the staff that as soon as poscible the staff
]
khould s tudy t

he kind of program that might be followed so that the
e oM

&ulat; a . - E tip ¥
+1ons of the Board could be put into effect and other steps

RASER
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aken to carry out the purposes of the law within a mini-
" periog of time after enactment. Mr. Vest also stated that the

fejor Problem under the proposed legislation would be that of pre-

Dcribing the regulations for operation of the national investment

corporations, including the standerds which would go to make up the

definitions of business enterprises eligible for assistance. He also

RUE Bt b eabar o fhie EteET working on the matter felt that

there should pe prepared a draft of definition and regulation which
ould pe Sent out in tentative form to the Federal Reserve Banks for

comment' He further stated that it would be desirable for considera-

ti : ;

m £ be given as soon as possible to the formation of at least one
n 1 . 3 - = — ' el a . T

atlonﬂl nvestment compeny immediately on passage of the legislation,
SO the

tall Possible steps looking toward the organization of such a
¥ ] .

*peny Could be completed before that time.

Mr. Vardsman expressed the view that any definition of busi-

‘1 - -
o ®hterpriges eligible for assistance should be written into the

lay : :
= by COngress and not left to determination by the Board.
In response to Mr. Vardeman's comment, Mr. Vest stated that he

o ideally it would be preferable to have a definition in the law

- that 1t would be clearly spelled out and available to all interested
persons at the outset, but that there were practical objections to such

* . = z 4
LD Since the original definition would of necessity be experi

menta

1 ang might have to be changed, and that on the whole he felt it
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tter not to have it written in the law since in that event any
“hange Would require further action by Congress.

‘ There was a further discussion of the possibilities of hear-
Mgs in Connection with the legislation and of the contents of a

Statey .
M0t which Cheirman McCabe might submit on behalf of the Board in

he ey
ent he was called to testify. During the discussion, Chairman

MeCab
€ Sugo:
uggested that the staff be requested to prepare a draft of

Such gt
tdtement for the consideration of the Board.

Chairman McCabe's suggestion
was approved unanimously.

At this point all of the members of the staff with the excep-

tio
1 of Megq - :
Y€ssrs. Carpenter and Sherman withdrew, and the action stated

With P
€Spect to each of the matters hereinafter referred to was taken

by the Boarg.

Minutes of actions taken by the Board of Governors of the Fed-
Qral R
€Serve System on May 23, 1950, were approved unanimously.
Memorandum dated May 22, 1950, from Mr. Leonard, Director of

the D-
ivig
Vislon of Bank Operations, recommending that the resignation

of ms
L;ls
2 ey W, Lord, a clerk in that Division, be accepted to be

e
rfectivn s 2 : ;
©» 1n accordance with her recuest, at the close of business

M
Y 26, 1950,
Approved unanimously.
Memorandum dated Mey 22, 1950, from Mr. Bethea, Director of

& Divs
1visj tioa - s ; t
181lon of Administrative Services, recommending the appoint-
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tof Miss Marianne Stuart as & page in thet Division, with basic
Saly .
TV at the rate of $2,200 per annum, effective as of the date
up0n .
¥hich she enters upon the performence of her duties after having
Pagg
ed the usus] physical examination.
Approved unanimously.
Memorandum dated May 23, 1950, from Mr. Leonard, Director of
the Divis
Vision of Bank Operations, recommending that the resignation
of My :
S« Esther G. Peck, a statistical clerk in that Division, be ac-
Cept,
®d to be effective, in accordance with her request, at the close
OF Terus '
busmess May 26’ 1950.
Approved unanimously.
Letter to Mr. Stetzelberger, Vice President of the Federal
eserp
Ve Bank of Cleveland, reading as follows:
"In accordance with the reaquest contained in
Jour letter of Mey 19, 1950, the Board epproves
© @ppointments of Robert A. Cooper and William
‘.00ulter, at present assistant examiners, as ex-
aTlners for the Federal Reserve Bank of Cleveland.
B €ase advise us of the dates upon which the appoint-
®nts become effective and as to the salary rates."
Approved unanimously.
Letter to Mr. Weigel, Secretary of the Federal Reserve Bank
of g
t. Louisg, reading as follows:
o "The Board of Governors approves the payment
h Salary to Mr. Chester C. Davis as President at
5 € rate of $25,000 per annum and to Mr. F. Guy Hitt
8 First Vice President at the rate of $18,000 per

ggnum for the period June 1, 1950, through February
» 1951, the date their terms of office will expire.
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122i56 rates, according to the list attached to your
er of May 19, 1950, are the rates which were fixed
lgsgﬂe Board of Directors at its mesting held on May 11,
"The Board of Governors also approves the payment
Selary to the following officers at the rates indi-
ed, which, according to the list attached to your

of
cat

%;t%er of May 19, 1950, are the rates which were fixed
thrisur goard of Directors for the period June 1, 1950,
il gh May 31, 1951.
83 Title Annual Selery
Yo gttebery Vice President #17,000
Wit Stead Vice President 13,000
g ;' E§terson Vice President 13,000
* £+ Gllmore Assistent Vice
H. g Wei President 10,000
+ Welgel Assistant Vice Presi-
dent & Secretery 9,500
I+ H. Gales Assistant Vice
A P e President 9,500
* Yelilng Assistent Vice
F. N President 10,000
- Hall Assistant Vice
G g President 7,500
+ Hollocher Assistent Vice
President 7,500
D. M, Lewis Assistant Vice
B s President 8,000
» Blllen Assistent Vice
J..3 Ohs President 7,000
© varist Assistant Vice
1 T President 7,000
H, p K?UGWE General Auditor 9,000
* fline Counsel & Assistent
Secretary 8,500
T LITTLE ROCK BRANCH
» Stewart Vice President
: & Menager 11,000
Cl}ffor? Wood Assistent Manager 6:800
% Childers Assistent Manager 5,300
Gy A LOUISVILLE BRANCH
» Schacht Vice President
F & Maneger 11,000
e B‘;rton Assistant Manager 7,500
5 rthur Assistant Manager 6,300
+ Moore Assistent Manager 5,800

SER
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Heme Title Annual Salary
P MEMPHIS BRANCH

* E. Schroeder Vice President
S. x & Manager £10,000
Q. E Eelcher Assistent Manager 7,000
H C' Martin Assistent Manager 7,000

. '"Anderson Assistant Manager 5,300
fom CInasmuch as Mr. Harold B. Kline's title was changed
tive XOEHSel to Counsel end Assistant Secretary, effec-
1950 May 11, 1950, as reported in your letter of May 15,
. » the Board also approves the payment of salary to

Ba_nk

L§'¢Kline as Counsel and Assistant Secretary at the rate
M +8,500 per annum for the period May 11, 1950, through
&y 31, 1950."

Approved unanimously.
Letter to Mr. Woolley, Vice President of the Federal Reserve
0 .
f Kansas City, reading as follows:

Yorl ;In accordance with the request contained in

appoi etter of May 19, 1950, the Board epproves the

wit ntment of Brenton C. Leavitt as an assistent ex-
‘Ner for the Federal Reserve Benk of Kansas City.

magase advise us of the date when the appointment is
€ effective and also as to salery rate."

Approved unanimously.
Letter to Mr. Smyth, Vice President of the Federal Reserve
o Dalles, reading as follows:

1950 "Referen?e is‘made to your letter of May 18,
meq*’ rquestlng the Board's eapproval for the pay-

A% of salary to an employee at the Federal Reserve
OinihOfADellag at a rat? which exceadg Fhe @aximum 7
fied‘e grade in which hig present position is classi-
of GO"FOT the reasons outlined in your letter, the ?oard
s Xernors epproves the peyment of salary, effective
By o 195 1950, to Mr. Johnsy F. Perrish at Lhe rate of
S o PET annum, which rate is in excess of the max-
W of the salary grade in which his position is cur-
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rently classified."
Approved unanimously.

Letter to Mr, Parten, Chairman of the Board of the Federal

ReSp
STve snl .
Bank of Dallas, reading as follows:

Chair:foui %etter of Mey 16, 1950, addressed to
Utes Ognt{cdabe, S?ClOSlﬂg-an extract from the ?in—
tors op t?e gxecutLve session of the Board of Direc-
Subject ?e zede?al Reserve Bank-of Dallas on the.
reside z, salaries for the Pre51Qent end First Vice
Sideratz of the Bank, has been given careful con-
i on by the Bogrﬁ of Governor§.

eral Och ?easons‘whlcn have been dls?ussed on sev-
juStifiezs}ons, tne.Board ?eels tha? it would not be

B eﬁl,l? approv1gg an increese in the level of
hOwev@;Q ir}es gt this time. ?lease be éssured,
the diré ghct Fne Board appreciates the Lntere§t of
Promptédctors in t?e manage@ent of thg Bank which

d the adoption of this resolution.”

Approved unanimously.
Telegram to Mr. Vilbur, Federal Reserve Agent of the Federal
85
% “TVe Bank of Sean Francisco, authorizing him to issue a limited
ot
ing Permit, under the provisions of Section 5144 of the Revised

Stat,

“tutes of the United States, to "Escrow & Loan Service Co., Incor-
Pors

. <L Pasadena, California, entitling such organization to vote

()
: Stock Which it owns of the "Pasadena-First National Bank", Pasadena,
alj -
: lfornla’ and at any time prior to August 1, 1950, to act upon a pro-
Pogg
(Qj Liop Proposels (1) to increase the capital stock of such bank, and

/ to amend the articles of association of such bank to conform to

Tticle
°8 Tecommended by the Comptroller of the Currency, provided that

acti
le} i . . % .
@ taken shall be in accordance with e plen satigfactory to the
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Compt;
r X
Piroller of the Currency.

Approved unenimously.

Letter to Honorable Frederick J. Lawton, Director, Burea

of th
3 Budgct, Weshington 25, D. C., reading as follows:

"Reference is made to your circular memorandum
. May 12, 1950 (Bulletin No. 50-16), in which
JOU state that the Bureau of the Budget has been re-
guested by the Chairman of the House Committee on
JiXpenditul"es in the Executive Departments to study
U8 Varioug reports now required to be made to the
CoggresS in order to make a compilation of those
Whicy Could be eliminated without detriment to the
Public Service,

. "The only report which the Board of Governors
12 Tequired by statute to submit to the Congress is
? fuly report of its operations', which the seventh
Peregrapy of section 10 of the Federal Reserve Act

dateg

’) 3 5 - . = -~ =
“25 Stat. €21, codified at U.S.C., Title 12, sec.
<, . 5 S )
) Tequires it to submit annually to the Speaker

0 o 5 ; M o e e e

‘f the House of Representatives. The tenth psra-

éf?ph of section 10 of the Federal Reserve Act (49
*et. 705, codified at U.S.C., Title 12, sec. 247a)

erovldes for the inclusion in the Board's annual re-
Port of o record of action taken by the Board or by
the Fede .

al Open Merket Committee on questions of
nd section 14(b) of the Federal Reserve Act
56, codified at U.S.C., Title 12, sec. 355)

POlicy e
(61 stzy,

PiovideS for inclusion in the Board's annucl report
9l detaileq information with respect to-direct pur-
Z?iiei and.sales from or to the United S%;F?s ?f' :
Staiii or fully gusranteed obligations of the United

S« Also, section 23(b) of the Secur%tiesTEf—
Titléelhct of 1934 (48 S?%t. 901, cod}f1?§v§t b:u.C;,
B © 15, sec. 78w) provides for the inclusion In the
oardtg annual report of material relating to the

Bos 1 - R g Srs =
oerdtg responsibilities under the Securities Iix-
“henge pct,

™

n 3 o 2 AT - o
In view of the usefulness of this report a
€ of information to the Congress and the pu

o

Soure
Conc : : : ) ¥
Oiﬁernlng the Board's operations, the Board does

t 3 3 i a im
0% feel thet it could be discontinued et this time
Out detriment to the public service."

o w

e

With

SER
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Approved unanimously.

Secretary.

ADDroved .

Chairman.
i
i
i






