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A meeting of the Board of Governors of the Federal Reserve

8Ystem with the Presidents of the Federal Reserve Banks was held in

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

June 151 1950, at 10:00 a.m.

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

Mr. Carpenter, Secretary

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

Mr. Deming, Assistant Vice President of the
Federal Reserve Bank of St. Louis

Mr. Van Nice, Secretary of the Presidents'
Conference

Mr. Vardaman asked that these minutes show that he had come

to the office to attend this meeting but had been called to the

Senate and, 
therefore, could not be present.

Chairman McCabe stated that„in accordance with the discussion

at the joint meeting of the Presidents and the Board yesterday, he

attempted to reach Senator George but had not been able to do so as

he 'as on the floor in connection with the Social Security legislation

beIng considered by the Senate. He also said that at his request Mr.

Chel'rY, Assistant Counsel for the Board, had discussed the proposed

Illendment to provide Social Security coverage for the Federal Reserve
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Banks with Senator George's assistant who was with him on the floor

in connection with the legislation, that she understood the situa-

ti°n fully, that yesterday afternoon she talked with Senator George

about the matter, and this morning the Senator advised that it was

hiS judgment that he should not attempt to get approval of an amend-

ment on the Senate floor as that might open the door for other amend-

to which there would be objection, but that he was in full

eY111Pathy with the position of the Federal Reserve Banks and the Board

°II the proposed inclusion of the Federal Reserve Banks under Social

Security and that he would take the matter up in conference and do

hiS best to have the change made.

The Presidents expressed satisfaction with this arrangement.

Before this meeting the members of the Board had received

e°Pies of a memorandum of topics which the Presidents wished to dis-

cuss 
with the Board. The topics and discussion in connection with

each were as follows:

posals by Post Office Departhent regarding issuance
and collection of Post Office money orders. The Con-
ference gave consideration to the letter report, dated
May 31, 1950, from the Chairman of the Committee on Col-
lections to the Chairman of the Committee on Operations,
Which report summarized developments to date with respect
to the proposal for issuance and collection of Post Office
money orders, and gave in some detail a tentative operating
plan. It was noted also that a meeting will be held on
June 21-23, 1950, with representatives of the Reserve
System, Post Office Department, Treasury Department, the
General Accounting Office, the American Bankers Associa-
tion, and the International Business Machines Corporation,
Which meeting will consider among other things a formula
for allocating costs of operation as between the Post
Office Department and the Reserve Banks.
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The Presidents wish to inform the Board that the

Reserve Banks are willing to cooperate with and assist
the Post Office Department in giving effect to the plan
for issuance and collection of money orders (including
the punching of the dollar amount with the aid of (proof

punching machines" to be made available by the Inter-
national Business Machines Corporation) subject to such

agreements as may be arrived at between the representa-
tives of the Post Office Department and the Federal Re-
serve System with respect to the operating details of the
plan, including the formula to be applied to determining
the extent to which the Reserve Banks will be reimbursed
for the cost operation, and subject to approval by Counsel.
The Presidents suggest that the Board convey this informa-
tion to the Post Office Department.

Chairman McCabe stated that the procedure proposed by the

Presidents was entirely acceptable to the Board and it would advise

Post Office Department accordingly.

Reduction to two days in maximum deferment for cash items.
At the February 27 meeting of the Presidents, it was re-
ported to the Board that the Reserve Banks were disposed
to go immediately to a maximum of two days deferment time
for the entire country. The Board concurred in this action
and agreed that the Committee on Operations and the Board's
staff would work out the necessary details to make the
action effective in all districts at the same time. The
matter was referred to the Committee on Collections for
definite recommendations. That Committee later submitted
a report, dated March 30, 1950, which called attention to
certain questions and presented alternative suggestions.
Copies of this report were sent to the Presidents, and a
majority suggested that the entire matter be deferred until
further consideration could be given it by the Conference.
The Board agreed to this postponement.

the

After consideration of the report of the Committee
on Collections, the Committee on Operations recommended,
and the Presidents approved:

a. That each Reserve Bank adopt a maximum availa-
bility for the entire country of two business
days from date of receipt for items received by
it from its member banks and two business days
from date of dispatch for items routed direct
by its member banks.

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



6/15/50

were

-4-

b. That changes in time schedules be made effec-
tive on July 15, 1950, and that revised time

schedules and circulars be mailed to member

banks on July 7, 1950.

c. That a suggested uniform letter for transmitting

revised check collection dirculars and time

schedules be used by all Reserve Banks, and

d. That future changes in availability schedules
for country items, with the exception of items
received by a Reserve Bank or branch payable

in other Federal Reserve Bank or branch cities,

be considered on a System-wide basis rather
than on an individual Reserve Bank basis.

The Presidents wish to inform the Board of this

action.

Chairman McCabe stated that the Boards views on this matter

substantially as follows:

As the Presidents know, the Board is entirely in favor
of the reduction in maximum deferment. It is suggested,
however, that before any announcement is made of the change,
the matter be discussed in aashington with the executive
committee of the Federal Advisory Council and that subse-
quently a meeting be arranged with such members of the
Council as might wish to attend, the President of the
American Bankers Association, and the President of the Re-
serve City Bankers Association, at which they would be ad-
vlsed of the proposal and given an opportunity to offer any
comments or suggestions that they might wish to make. The
Presidents probably would wish to have the members of their
901 mittee on Collections and Accounting attend the two meet-
ings. If this procedure is followed it probably would be
necessary to defer the announcement and effective date of
the proposed change.

The Board notes the recommendation approved by the Pres-
idents that future changes in availability schedules for
country items be considered on a System-wide basis rather
than on an individual Reserve Bank basis. The Board appre-
ciates the desire for System consideration of proposed actions
in any one district which might affect other districts. It
would like to suggest, however, that in the interest of some-
what greater flexibility the recommendation be changed to
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provide that future changes in availability schedules
for country items be made effective only after full dis-
cussion by the Presidents' Conference and the Board.

In connection with the last paragraph of the above- state-

ment, Messrs. Peyton and Leach said that the objective of the rec-

ommendation referred to was thorough discussion of a proposal on a

SYstem basis before action was taken by a particular Federal Reserve

Bank and that it was not intended that action could not be taken

Without approval of the Presidents' Conference. Mr. Peyton also

said that the Presidents were in accord with the suggestion that

the Proposed two day maximum deferment be discussed at meetings with

rsPresentative bankers.

Mr. Davis stated that the representation of American Bankers

Association and the Reserve City Bankers Association might include,

l'esPectively, members of the Bank Management Commission and the

C°Inmittee on Correspondent Bank Relations, and it was stated that

the Board had that in mind.

In response to an inquiry by Mr. Gidney as to whether he

11111d be at liberty to discuss the matter of the proposed change

With the member of the Federal Advisory Council from his district and

With Mr. Gelbach, Chairman of the Reserve City Bankers Association
Comm.

ttee on Correspondent Bank Relations, who lived in Cleveland,

Chainilarl McCabe suggested that each of the Presidents might discuss
the „

-°4-Gemplated change with the member of the Federal Advisory

C°1111c11 from his district, giving them the background for the pro-

P°sed action and the reasons why the change was being made. Mr.
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1)avis stated that he would also discuss it with Mr. Muir, Presi-

dent of the Reserve City Bankers Association, who lived in

Lo
uisville.

Mr. Leach stated that the question would be asked the Pres-

idents and the Board as to what the next step would be and whether

the 
System was going to adopt a policy of giving immediate credit.

He outlined the reasons why, in the interest of good public rela-

ti°ns, it would be desirable to stop talking about immediate credit

and to let the question of further action by the System to shorten

der
-erment schedules rest for the time being and to say in response

to 4
4-nquiries that the System was not considering any further action

at this time.

This view was discussed and it was suggested that, while the

3Y8tem could not say that it was not studying the problem of earlier

availability, it could say that the System had made a great deal

of Progress over the years in improving the efficiency of its check

collection facilities and shortening availability schedules, that
be,

-.4use of the improvements made in the past there would be less

room for further improvements, but that the System would continue

t° m°ve in that direction as increased efficiency and other conditions

warranted such action.

During the discussion Mr. Peyton stated that the Presidents'
Cotlf 

erence had deferred consideration of the report submitted by the
Powell

4-1 Committee on the Federal Reserve Check Collection System with
the

nd
erstanding that it would be taken up at the next meeting of
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the Conference.

Mr. Sproul suggested that inasmuch as the purpose of the

Proposed meetings with representatives of the Federal Advisory

C°uncill the American Bankers Association, and Reserve City Bankers

Association was not to give them a hearing but to inform them of

action that had already been decided upon it might be preferable

to have each President discuss the matter with the member of the

Federal Advisory Council in his district and not to hold the sug-

gested meetings. It was his view that if the proposed meetings were

held It mould probably be Fall before the proposed change in max-

1.mum d 
eferment could be made effective.

Chairman McCabe commented that Mr. Sproults suggestion

811°111d be discussed with President Brown of the Federal Advisory

Colin
c1-1. and he could be given the choice of having a meeting or the

Personal discussions suggested by Mr. Sproul. The same procedure,

he 
said, could be followed with the representatives of the American

Bankers Association and the Reserve City Bankers Association with

the understanding that Mr. Davis could discuss it with Mr. Muir,
Pre •

'dent of the Reserve City Bankers Association, and Mr. Sproul

could
d1SCUSS it with Mr. Peterson, President of the American

Bank ers Association.

Mr. Leach stated that, in a discussion of the matter by the

?1'eeidentst Conference, it was understood that the President of each

}lank w°111d also get in touch with the representative of the Reserve

CitY Bankers Association in his district who had been designated by
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Association to keep in touch with Federal Reserve matters.

Reserve

Careful

At the conclusion of the dis-
cussion, it was agreed that Chairman
McCabe would discuss the matter with
President Brown of the Federal Ad-
visory Council as suggested, and that
when the procedure to be followed was
determined the Board would inform the
Presidents and, in due course, would
fix the date upon which the proposed
change in deferment schedules would be
made effective.

In a reference to the Powell Committee Report on the Federal

check collection system, Mr. Gidney expressed the view that

consideration should be given at an early meeting to the

substance of that report and that because of the questions raised

bY the report the whole matter of check collection should be re-

as being very much an active subject.

In response to an inquiry by Chairman McCabe as to whether

the Presidents were in agreement with the second paragraph of the

8cardis position as set forth above, Mr. Peyton stated that the rec-

°rnmendation by the Presidents' Conference that future changes in

availability schedules for country items be considered on a System

basi
-Le contemplated that there would be flal discussion with the

Pra,
-Q1dent3 before action was taken by a particular Bank, that the

action had not contemplated that there necessarily would be dis-

eu8si°n with the Board, but that the procedure could include such
dis^

'-ussion if the Board desired. All of the Presidents indicated

agreement with Mr. Peyton's statement.
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Destruction of records. The Presidents gave considera-
tion to the report, dated May 29, 1950, of the Committee
on Destruction of Records, which report recommended:

Of

a. Establishment of minimum retention periods
for certain records maintained by Federal
Reserve Banks relating to transactions in
United States Savings Bonds.

b. Review by all Federal Reserve Banks of their
savings bonds filing systems in the light of
the retention period schedule, and

c. Subject to approval of the Board, immediate
destruction of certain records relating to
the first Regulation W program.

The Presidents approved these recommendations
and wish to call to the attention of the Board that estab-
lished procedure calls for submission to the Board of any
list of Fiscal Agency records for which Congressional au-
thority to destroy is sought. Such lists may be submitted
to the Board by the Committee on Miscellaneous Operations
in the near future. If the Board approves, it may then
wish to submit the lists to the Treasury Department to
the pnd that Congressional authority for destruction may
be obtained.

Chairman McCabe stated that the Board concurred in the action

Presidents Conference and would be glad to transmit to the

TreasurY the lists to be submitted by the Committee on Miscellaneous

OPerations.

Wartime orotection of records. The Presidents understand
that both the Treasury Department and the Board of Governors
have been working on programs for wartime protection of
records. The Conference wishes to inform the Board that
it is requesting the Committee on Destruction of Records
to study this matter with respect to records maintained by
the Federal Reserve Banks.

the

in this
Chairman McCabe stated that the only thing the Board was doing

field at the present time was to have two microfilm copies
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of its minutes made for storage at interior Federal Reserve Banks

or Branches, and that the Board would be interested in a report to

be made on this subject by the Committee on the Destruction of

Records.

the

amensation of members of the Board of Governors. At
the last meeting of the Presidents and the Board, the
Presidents raised the question of increased compensa-
tion of members of the Board with the view to determining
what assistance they could render in this field. Chairman
McCabe stated that the Executive Committee of the Chairmen's
Conference was working on this matter and suggested that
the Presidents designate one or two of their members to
work with the Executive Committee so that there could be
coordination of whatever effort was being made. The Com-
mittee on Legislation was designated as the Presidents'
Conference Committee to deal with this matter. Its
Chairman reported to this Conference that he had written
Mr. Stevens of the Chairmen's Conference on the subject.
Mr. Stevens had replied, thanking the Presidents for
their interest, and stating that the Chairmen's Confer-
ence would communicate with the Committee on Legislation
at an appropriate time in the future. The Presidents
list this topic merely to bring the Board up to date on
their action so far.

Chairman McCabe reviewed the action that had been taken by

Executive Committee of the Chairmen's Conference on this matter

and stated that he did not know of anything further that could be

done at the present time.

Mr. Peyton stated that the Presidents would be glad to give

arl'Y suPPort that they could to bring about an increase in salaries

for members of the Board.

Benefits for Federal Reserve employees dying in line of 
Ji3:14/ The Presidents gave consideration to the report,
dated May 4, 1_9501 of the Insurance Committee with respect
to this subject. That report recommended that no special
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benefits be provided through purchased insurance for
Reserve Bank employees engaged in hazardous occupations
and dying in the line of duty. The Personnel Committee
concurred in this view, as did the Conference. The
Presidents, however, would like to discuss this matter
with the Board with a view to obtaining rather general
assurance of a favorable attitude on the part of the
Board to the payment by a Reserve Bank of special benefits
in an individual case deemed worthy of such benefits.

Chairman McCabe stated that the Board felt that cases of

this kind that had arisen in the past had been so few in number it

"ad not be desirable to adopt a policy, and that the Board would

be Clad to consider each case on its merits as it arose. He also

said that, if, for example, a Federal Reserve Bank guard were shot in

line cr duty and question arose as to some provision for his family,

he was certain that the Federal Reserve Bank and the Board would not

have much difficulty in reaching a conclusion as to the proper action

t° take. However, he said, the Board felt it would be a mistake to

undertake to adopt a policy that would apply to all cases or to ad-

vertise such a policy among the employees.

tree  distribution of System allolications to teachers of 
110212Land bankiny and to their classes. The Presidents
gave consideration to the report of the Subcommittee on
Relations of the Federal Reserve System to Schools and
Colleges, which report made certain recommendations con-
curred in by the Committee on Bank and Public Relations
and by the Conference as a whole.

One recommendation:

"That some sort of program be worked out for
free distribution of certain of the most im-
portant publications of the System to the
teachers of money and banking and to their
classes"

carried with it the following suggested program for im-
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plementation:

Pn3

In October 1950 each Reserve Bank would dis-
tribute to all of the teachers of money and banking at
higher educational institutions in its district, the
current issue of the Bank's Monthly Review, the Bulletin,
the monthly Chart Book, and the Historical Chart Book.
Each Reserve Bank would accompany this mailing with a
letter describing the availability of this and other
System material to the college and university libraries
Upon application by the libraries. Also the teacher
would be informed that he could receive regularly at no
charge the Monthly Review, the Bulletin, and future re-
visions of the Historical Chart Book. In case a teacher
would have special need for the Monthly Chart Book, he
'would make known such need and the case would be handled
on an individual basis. Each Federal Reserve Bank would
cover the cost of the initiai mailing but any subsequent
requests for regular receipt of the Bulletin and the
Historical Chart Book, would be met by adding to the
free distribution list for such publications.

Since this recommendation touches directly
Board publications, and, if carried out fully, would in-
volve direct Board expense, the Presidents are listing
it for discussion with the Board.

Chairman McCabe stated that, if the cost of this proposal was

not 
excessive, the Board would regard it favorably, but that it felt

that the procedure to be followed in putting it into effect should

be carefully worked out.

In response to an inquiry from Chairman McCabe, Mr. Peyton

stated that there was no estimate available of the number of teachers

to 
which the material might be sent and that the question which the

Presidents would like to raise was whether the Board would want to

Undertake the expense that would be involved in the program.

Chairman McCabe inquired whether a more satisfactory approach

t0 the 
problem might be to try the arrangement out on an experimental
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basis in a single Federal Reserve district. This suggestion was

discussed and it was proposed that if this procedure were followed

it be tried in more than one district.

At the conclusion of the discussion,
it was agreed that the Secretary of the
Board and Mr. Stead, Chairman of the Sub-
committee which had worked on the matter,
would work out a suggested program for
trial in two districts and submit it to
the Presidents and the Board for approval.

Desianation of reserve cities under the rule adopted by 
the Board of Governors in 1947. Under present procedure,
the Board will make a redesignation of reserve cities ef-
fective March 1, 1951, in the light of criteria set up in
the rule adopted on December 19, 1947, Some of the Pres-
idents pointed out that a city previously designated as
a reserve city but which would not qualify as such under
the criteria established by the Board would lose its status
as such unless all member banks in that city requested
maintenance of such status. Since unanimous action in all
cases is unlikely, it is probable that a number of cities
Previously classified as reserve cities will lose that
status as of March 1, 1951. In such a situation there is
considerable likelihood that strained relationships would
develop between a number of member banks in these cities
and the Federal Reserve System. Attention was directed
to the experience of the System in 1948 when such redesigna-
tion was last made. Partly in view of the points raised
by the Presidents with regard to effects of any reclassifica-
tion, but primarily on the grounds that the System now has
under study a proposed new method for assessing reserve re-
quirements, which if adopted would eliminate this specific
Problem, the Presidents would like to discuss with the Board
the possibility of waiving the next scheduled redesignation.

Chairman McCabe stated that the 1947 action of the Board was

the
result of a long and difficult consideration of the matter and

the Board questioned very much the desirability of changing the pro-

cedure announced at that time, particularly in view of the statement

made in connection with the continuation of cities which did not come
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within the announced formula for the designation of reserve cities.

Mr. Leedy expressed the opinion that the Board would be

justified in continuing the existing designations for another period

on the grounds that (1) a change in the basis for computing reserve

requirements WAS being given active consideration, and (2) during

the three-year period since 1947 there had not been such a redis-

tribution of bank deposits as to make it necessary that there be

any change in reserve city designations. He added that there were

°ne or two cities in his district where one or more member banks in-

'raved might decline to join in a request that the city be continued

as a reserve city, with the result that considerable pressure would

be brought upon the Board by the other banks involved, by various

means at their disposal, to continue the existing designations. One

Of those cities, he said, was Pueblo, Colorado, where a newly or-

ganized member bank might decline to join in the necessary request

With the result that the First National Bank of Pueblo probably

w°uld lose a substantial amount of its interbank deposits because of

the fact that, under State law, State banks may deposit their legal

reserves in a national bank only when it is located in a reserve city.

Re went on to say that, while there was a provision of law under which

the State Bank Commissioner may designate reserve depositaries, there

was some question whether that provision would apply to a national

bankand even if it did there was a question whether the commissioner

w°uld wish to designate a national bank which he did not have au-

th°rity to examine.
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Mr. Szymczak reviewed the circumstances under which the

Board concluded that it would continue the designation of reserve

cities which did not come within the formula for such designations

if all of the banks in the city requested such continuation. He

stated that if at the end of the current three-year period some

of the banks in such cities did not want to conti..nue the designa-

tion the Board might well be under just as much pressure to terminate

the existing arrangement as to continue it. He also suggested that,

should a situation arise in which one or more banks in a city wanted

the d 
esignation discontinued, the most effective way for the other

banks to obtain the continuation mould be to undertake to convince

the dissenting banks.

In a discussion, it was stated that at the end of the three-

Year 
period, in order to avoid any question arising as to the status

c)f the banks in cities which did not come under the announced formula,

the Board would be faced with the necessity of taking action either

t° continue or discontinue the designation so that the problem could

n°t be met by taking no action.

Mr. Leedy said that it -would be his suggestion that at that

time 
the Board make a simple statement that it would continue all

eisting designations.

At the conclusion of the discussion Chairman McCabe stated

that the Board appreciated the problem with which Mr. Leedy was con-

cerned and would take his suggestion under advisement.
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Expenses of Federal Reserve Banks. The Presidents dis-
cussed the Board's letter of March 16, 1950, to all Fed-
eral Reserve Bank Presidents and Chairmen on the general
subject of Federal Reserve Bank expenses. They welcome
the Board's suggestion that a System committee composed
of representatives of the Conferences of Chairmen and of
Presidents and of the Board of Governors be appointed to
study and submit a report on the problems involved in
effective budgetary control of expenses. The Committee
on Committees has been authorized to make whatever ap-
pointments to such a committee from the Presidents' Con-
ference as may be necessary.

The Presidents wish to state that the discussions
with their Boards of Directors and officers which followed
receipt of the Board's letter served a useful purpose in
making the directors and officers more conscious of the
ever present problem of expense control. They wish to
assure the Board of their continued cooperation in this
matter.

It was brought out that many of the larger con-
trollable expenses involve broad policy decisions and that
the Presidents would welcome further discussion of this
subject particularly along such lines.

Chairman McCabe stated that the Board would suggest that the

Proposed committee be appointed as promptly as possible and that it

Make a recommendation for approval by the Chairmen, the Presidents,

and the Board as to how the proposed study of problems involved in

an effective control of expenses would be conducted; that is, whether

the 
committee should arrange for the services of outside consultants,

whether a representative from each Reserve Bank should be on the

114°1"kine group, etc. lhatever the procedure followed, he said, it

sh°111d be one that would have the support of everyone concerned so

that there could be a prompt and effective solution of the problems

con
fronting the System.
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Mr. Peyton stated that the Presidents were very much in-

terested in the problem of expenses, and that they would be glad to

cooperate in every way possible in the proposed study. Most of the

Px'esidents, he said, felt that their Banks were reasonably efficient

so far as operating expenses were concerned but that there might be

real questions in connection with the controllable expenditures that

should have consideration.

In a brief discussion, it was understood that the Presidents

would appoint a member of the proposed committee, that the Board

would request Mr. Stevens, Chairman of the Chairmen's Conference,

to 
appoint a member, and that the Board would appoint one of its

members to serve, all with the understanding that the committee would

f°rmulate and submit to the Chairmen, the Presidents, and the Board

a
 
recommended procedure under which the proposed study would be

carried out.

21122stions to further develop the effectiveness of branch
managers in their public relations work. The Presidents
discussed at considerable length the suggestions made by
Chairman McCabe to the Chairman of the Conference with re-
gard to measures to increase the effectiveness of branch
managers in their public relations work.

The Presidents are in complete agreement with the
objective set forth by Chairman McCabe. They wish to assure
the Board that they are aware of the opportunities in the
field of furthering good relations for the System through
full scale participation of the branches in such work and
to point out that many of the branch managers presently are
engaged to a considerable extent in public relations work
in their territories.

They believe that it would be useful to have a
meeting of all branch managers in Washington at a time either

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



?79

6/15/50 -18-

immediately before or after a Conference of Presidents,
or on some other occasion when the Presidents could be in
aashington. Such a meeting would offer an opportunity to
consider the value of future meetings of a similar char-
acter.

The Presidents considered the suggestion that a
research man be assigned to each Federal Reserve branch.
The diversity of problems that this subject introduced pre-
cluded the possibility of a uniform decision.

Chairman McCabe stated that the Board was in agreement that

more consideration should be given to this problem with a view to

further improving the stature of branch managers, the quality of the

meetings of the directors of the branches, and to make it possible

for the branch managers to do a more effective job of public rela-

ti°ns. In connection with the latter point he expressed the view

that some way should be found to give the branch manager some of the

same kind of help, in the way of the services of an economist, etc.,

48 was available to the officers of the head offices in their outside

contacts so that the branch managers in their public relations work

11°41d be in a position to express views on the broader problems of

the system.
He also said that it was his impression that the branch

managers have a genuine desire to participate more effectively in

the larger problems of the System and would like to have help in that

direction and that the question was how that assistance could be

gilien. The first step in that direction, he said, was to select good

Men as managers of the branches and the second was the adoption of

Methods which would make their work more effective.

Mr. Peyton stated that the Presidents were in agreement with
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the objective of the Board and that any possible disagreement lay in

the methods that might be used to achieve it.

Chairman McCabe referred to the suggestion which he had made

that one or two of the branch managers be invited to attend the Pres-

idents, Conferences and there was a discussion of the reasons offered

by the Presidents why in their opinion that would not be desirable.

°Ile of these reasons was that there were other officers at the head

°ffices of the Federal Reserve Banks who were ahead of the branch

managers in the official lineup and they would question why the branch

managers were invited to such meetings rather than they. Chairman

lloCahe felt that these officers, who have continuously the advantages

Of the better facilities at the head offices, could be made to under-

stand why the branch managers were being invited to attend the Pres-

idents, Conferences.

Reference VAS made by some of the Presidents to what they

were doing in the field of broader branch activity and more effective

meetings of directors of branches and Mr. Peyton said that, as a

Alrther step, the Presidents would suggest that a meeting of all
b
ranun managers be arranged.

Chairman McCabe stated that if the Presidents felt there should

be such a meeting the Board would give it consideration and Mr. Peyton

stated that the Presidents would be glad to cooperate in carrying

out 
whatever decision was reached by the Board in this connection.

Use of Federal Reserve personnel for sp.2cial studies.

Chairman McCabe stated that this topic was not on the Presi-
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dents' agenda but that the Board had been informed that, in connec-

tion with the studies being made by the group under the direction of

Gordon Gray of steps that might be taken to meet the dollar exchange

situation that would exist at the end of the ECA program in 1952,

teams of businessmen and economists were being set up to work on

special problems, and that the temporary services of at least three

Federal Reserve economists had been requested for that purpose. He

also said that the Board would appreciate it if, pursuant to the

te rms of its letter of June 15, 191L9 (S-1113), the Presidents would

advise the Board of any such requests received by them and give the

Board an opportunity to comment before any commitments were made.

Messrs. Sproul and Gilbert stated that their Federal Reserve

Banks had received such requests and that as it was important that

a decision be reached promptly on the requests it would be helpful

t° the Presidents if they were advised of the Board's attitude as to

the 
response that should be made.

Chairman McCabe stated that the Board favored compliance with

the 
requests to the extent that that could be done without unreason-

ablY depriving the System of the services of the men necessary for

the conduct of its own work. The reason for the Board's request, he

3aid, was to provide one place at which the requests could be re-

to see that they were kept within reasonable bounds.

At this point Mr. Riefler, Assistant to the Chairman, joined

the meeting.
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Aids to small business.

In their separate memorandum the Presidents had expressed a

wish to discuss with the Board the whole question of proposed and

Pending legislation to aid small business.

Chairman McCabe made substantially the following statement

as expressing the views of the Board:

If the Board should be called to testify on the bills now
Pending before the Congress, the present view of the majority
of the members of the Board would be to support the 01Mahoney
bill for the reason that to oppose legislation of any kind
would put the System in a very difficult position. The Board
believes that the se-called Bimon Plan should be in the in-
vestment companies and not in the Department of Commerce. The
views of the Board on the RFC are still those expressed before
the Douglas Subcommittee. The important thing is not whether
.- 11,e RFC is transferred to the Department of Commerce but what
its powers are to be. The Board would have no objection to
certain proposals in the so-called Administration bill, such
as the tax provisions and the provision through the Department
cr Commerce for technical advice and assistance to small busi-
ness.

The Board would like to discuss the steps that might be
taken to establish as promptly as possible one or more of the
investment companies provided by the legislation.

Following the above statement Chairman McCabe reviewed the

developments which led to the introduction of the various bills now

Pending before the Congress for aid to small business, the consideration

that had been given to these bills, and the part the Board and its

staff had played in such consideration. He stated that hearings on

the bills were to be held before the Senate Committee on Banking and

etirl'enc7 beginning on June 26, that the Board had been asked to tes-

tifY, and it was not possible to say whether any legislation would be

enacted at this session.
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Following a statement by Chairman McCabe of the views of

Senator 01Mahoney and others as to the need for legislation of this

kind, there was a general discussion of such need and of the opposi-

tion and support that might be expected for the so-called Bimson

Plan and the proposed investment companies.

In response to an inquiry by Mr. Peyton regarding the pro-

cedure that might be followed to establish the investment companies

in the event the legislation was adopted, Chairman McCabe stated

that it was the view of the Board that steps should be taken to or-

ganize one or two companies on an experimental basis so that the cor-

Porations could be gotten into operation with the least possible

delay after the law was enacted. He outlined the steps that might

be taken in this connection and they were discussed.

Chairman McCabe thought that if properly set up and managed

there were strong possibilities that the investment companies could

be 
Successful and that, as private enterprises, they could fill what-

ever needs existed in this field, making unnecessary the establish-

11lent of an elaborate program by the Governme4 Or that purpose.

At the conclusion of the discuss* eeting adjourned.

A01/1--
Secretary.
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