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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, July 20, 1950.

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

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary

Memorandum dated June 15, 1950, from Messrs. Young and

Noyes, Director and Assistant Director of the Division of Research

elld Statistics, respectively, recommending the appointment of James

Lone as an Economist in that Division, on a temporary indefinite

basis, with basic salary at the rate of 4'6,400 per annum, effective

e's of the date upon which he enters upon the performance of his

d/Ities after having passed the usual physical examination.

Approved unanimously.

Letter to Mr. Willett, First Vice President of the Federal

Reserve Bank of Boston, reading as follows:

"Reference is made to your letter of July 10,

1950, submitting the request of 'The Colonial Trust
Company', Waterbury, Connecticut, for approval of
the establishment of a branch in Thomaston, Connec-

ticut, in connection with the proposed absorption
Of The Thomaston National Bank, Thomaston, Connec-

ticut.
"In view of your recommendation, the Board of

Governors approves the establishment and operation
Of a branch in Thomaston, Connecticut, by The

Colonial Trust Company, Waterbury, Connecticut, pro-

vided the proposed absorption of The Thomaston National

Bank is effected substantially in accordance with the
Plan submitted and the prior approval of the appro-

priate State authorities is obtained; and with the

understanding that Counsel for the Reserve Bank will

review and satisfy himself as to the legality of
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"all steps taken to effect the transaction and
establish the branch."

Approved unanimously.

Letter to Mr. John S. Walden, Jr., Chairman, Retirement

e°mmittee, Retirement System of the Federal Reserve Banks, Federal

Reserve Bank of New York, New York 4), New York, reading as follows:

"Enclosed is a copy of Public Law 601, July 6,
1950, amending the Civil Service Retirement Act.
The Board of Governors will take no action to pre-
vent the incorporation into the Board Retirement
Plan of the applicable changes resulting from the

amendatory act.
"The Board has authorized the payment of whatever

amount is necessary to meet the added costs of the

revision in the Board Plan. It is understood that

advice from the actuary as to the amount of such
costs will be transmitted to the Board."

Approved unanimously.

Letter to Mrs. Valerie R. Frank, Secretary, Retirement

SYsteM of the Federal Reserve Banks, c/o Federal Reserve Bank of

York, New York 45, New York, reading as follows:

"In accordance with the request contained in
Your letter of June 29, 1950, the Board of Governors
aPproves the amendment to the Subdivision 3, Section
(/ of the Rules and Regulations of the Retirement

System.
"It is understood that the second paragraph of

Subdivision 3, Section 7, will read as follows:
'The funds of the System shall be

invested and reinvested in such invest-
ments as may from time to time be per-
mitted for the investment of the funds
of life insurance companies incorporated
under the laws of the State of Massachusetts,

Connecticut or New York or as may from time
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''to time be permitted for the investment
by trustees of trust funds under the laws
of any of such States; provided, however,
that such investments shall be further

limited in such manner as may be pre-

scribed by the Board of Trustees.'
"The Board also notes that at the annual meeting

of the Board of Trustees a resolution was adopted with

respect to the investment procedure of the Retirement

System which provides that, among other things, the

funds of the Retirement System may be invested in

mortgages made and insured under the provisions of

the National Housing Act on other than improved real

estate and that not more than 1) per cent of the book

value of the total funds may be invested in common

stocks."

Approved unanimously.

Letter prepared for the signature of the Chairman to

440rable Jess Larson, :idministrator, General Services Administra-

tian, '4ashington 2), D. C., reading as follows:

"I want to thank you for the letter about Re-

organization Plan No. 18 that Mr. Forbes wrote to
me on June 29 while you were out of the city.

"We agree with the view you expressed to me on

the telephone and with the opinion which Mr. Staats of the

Bureau of the Budget expressed during my discussions of

Ct).1-11 matter with him, that the Plan does not apply to
1 building. However, we very much appreciate Mr.

Forbes' letter that would authorize the Board to

perform the functions that would be covered by the

Plan if the Plan were applicable to the building.

You may be assured that our people will be happy
to ccntinue to cooperate as in the past with the

Public Buildings Service of your Administration."

Approved unanimously.
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Letter prepared for the signature of the Chairman to Mr.

L. M. Giannini, President, Benk of America National Trust and

Savings Association, San Francisco 20, California, reading as

follows:

"This will acknowledge your letter of July
11, 1950.

"Because the matters referred to in your
letter are concerned with the subject of pending
litigation, the Board does not believe that any
useful purpose would be served by a present ex-
change of correspondence dealing with these
matters. You are advised, however, that the
Board decided to make the Bank of America N. T.
& S. A. a party to this litigation because of
the facts plainly indicated that the bank and

Transamerica appeared about to take joint action
Which might have the result of defeating a
substantial portion of the Board's jurisdiction
in its Clayton iict proceeding against Transamerica."

Approved unanimously.

Memorandum dated June 28, 1950, from Mr. Szymczak, recommend-

148 that the Director of the Division of International Finance be

designated to represent the Board at the annual meetings of the

14ternational Monetary Fund and the International Bank in Paris

tr°111 September 6 to 16 of this year and to attend the one hundredth

anniversary celebration of the National Bank of Belgium in Brussels

°4 September 18.

Approved unanimously.

In accordance with the action taken by the Board on June 23

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



7/20/50 -5-

aria June 30, 1950, there were presented two memoranda from Mr.

SzYmczak dated July 12 submitting a statement of procedure and criteria

to serve as a guide to the staff in reviewing, and making recommenda-

ti°ns to the Board with respect to, requests for technical assistance

foreign areas. The statement submitted read as follows:

"(1) All requests for Federal Reserve technical

assistance in foreign areas (defined for the pur-nose of
this statement to include foreign central banks or govern-
ment, other agencies of the United States Government

having foreign responsibilities, and international organi-

zations) and questions of policy in connection therewith

Should be brought as promptly as possible by the staff

in accordance with established procedure to the attention
Of the Board Member whose assignments include the subject

matter.
"(2) It should be recognized that foreign missions

or assignments are a means of strengthening the influence
Of the United States abroad (in addition to their role in

strengthening the friendly relations of the Federal Reserve

System with foreign central banks). They are, therefore,

ancillary to the foreign policy of the United States.

There may also properly be some preference for supplying

technical assistance to countries with which the United

States already has close ties or toward which the United

States has special responsibilities. In passing upon a

request for technical assistance, there may be factors

best known to the State Department which should be taken

into account. Consequently, although foreign central

banks desiring technical assistance should be encouraged

to negotiate directly with us (rather than through other

Government channels), the State ir)ertment should be con-

sulted and its views ascertained, including, if necessary,

the views of the American unbassador in the country con-

cerned. It should always be clear that the Federal Reserve

in responding favorably to an invitation from responsible

sources in a foreign country has acted with the concurrence

Of the State Department.
"(3) When it appears that some other country or some

international institution is better equipped than we to

render the desired assistance, that fact should be given

full consideration. In cases where the applicant would be

served best by a program of assistance to be given partly
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"by us and partly by some other country, or where the

aPplicant country has traditional or political ties
with some other country which could give the needed

assistance, that fact should also be given special

attention. The fact that other sources are available

would ordinarily be a reason for withholding Federal

Reserve assistance unless the applicant country has a

strong preference for Federal Reserve assistance and
the State Department feels it would be desirable in

ccnnection with the general foreign policy of the

United States, in which case personrel availability and

Other elements would be considered before any final

decision is reached.
"(4) It is essential to the success of foreign

missions or assignments that the System staff members

Participating be individuals of the highest competence

and ability. The personnel requirements of each proposed

mission or assignment should be analyzed carefully with

a view to assuring appropriate personnel selection from

the staffs of the Board and of the Federal Reserve Banks

in accordance with special needs, regardless of the

Particular functions in which the personnel may be

regularly engaged for the System. In selecting personnel

for an assignment in the foreign area, the extent to which
the various candidates would benefit from the experience

is an important element to be taken into account, and

the decision whether or not to undertake a mission may

at times be influenced by the prospective value of the

work in supplying useful experience to Federal Reserve

Personnel. In reaching conclusions on these matters,

members of the Staff Group on Foreign Interests designated

from Washington and New York for this purpose should be

consulted. It is assumed that the staff will ascertain

that loyalty information concerning such personnel is

satisfactory.
"(5) It is important that adequate time be allowed

in the first instance for the performance of the functions

of any foreign mission or assignment. In some cases,

however, it may be impossible to determine the full scope

of an assignment until after its personnel have gone to

the foreign country and completed some part of the work.
In these cases the personnel may first be assigned to

foreign service for enough time to do the minimum task

that needs to be performed, with an understanding that if

the assignment is materially changed the time will be
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"changed accordingly. The likelihood of a need for

extending the time of a mission should be ascertained

in advance in so far as possible, so that it may be

taken into account in the original assignment.

"(6) The arrangement followed in missions or

assignments should ordinarily provide, among other

things, that personnel sent abroad for extended peri-

ods may be accompanied by their families and that

agreed-upon special allowances and travel expenses

(including those of the family) shall be reimbursed

to the Federal Reserve by the foreign central bank

or government concerned or by the United States govern-

ment agency requesting the personnel. The Federal

Reserve would continue where necessary or desirable

to pay the salary of its employee while on foreign

duty and would meet such other expenses as may be

authorized in excess of the special allowance and

travel expenses to be reimbursed. However, it is

recognized that, to broaden the training and ex-

perience of its staff members and thus to increase

their usefulness both for their jobs at home and

for future missions, the Board or the banks may wish

to send individual officers or staff members to a

Particular country or countries for purposes of

observation and study. In any such cases travel and

appropriate allowance expenses would be defrayed

by the Board or by the bank concerned.

"(7) It should be made explicit to the party

requesting Federal Reserve participation in any

foreign mission or assignment that the work and

recommendations of Federal Reserve representatives

Will be on a basis of intellectual independence in

the light of their technical experience and training,

and that their studies and recommendations do not

carry the endorsement of the Board of Governors or

Of a Federal Reserve Bank. It should also be under-

stood that the Federal Reserve representatives will

give practical effect to the history, development,

and current needs of the country or area concerned,

and that their recommendations do not necessarily

establish a pattern or model for any other country

or area.
"(8) Adequate communication should be maintained

SO far as possible between the staff members on foreign

duty and staff members in washington or elsewhere
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"in the Federal Reserve System who have the responsi-
bility for keeping in touch with the mission's work and
Progress. The nature and degree of supervision that
is desirable will vary according to the objective of
the particular mission, the country to which it is

sent, the relationship of the mission or assignment
to other work and policy problems of the System, and
the staff status of the personnel selected for the

mission or assignment. Occasions may arise during the

course of any particular mission or assignment when it

is desirable for some senior representative of the

System to visit the mission or for the mission to

return to headquarters for the purpose of discussing

its problems. In so far as circumstances permit, the

studies and recommendations of missions having major

importance should have the benefit of senior staff

advice and counsel under supervision of the Board

Member whose assignments include the subject matter.

"(9) Aside from the assignment of personnel to

foreign missions there will be occasions when it is

desirable to assign System personnel on an informal

basis to work with other government agencies that deal

With international financial problems, especially

When such other agencies have urgent problems in

fields in which System personnel have special competence.

In such cases, the matter should be considered by the

members of the Staff Group on Foreign Interests referred

to in paragraph (4), in order to assure adequate coor-

dination before final action is taken.
"(10) With respect to the assignment of members

of the Board's staff to work with other agencies, as

for example where the,other agency is drawing up pro-

posals which bear on financial and monetary policy

for eventual submission to the National Advisory

Council and where the assignment would give that

agency the benefit of our staff member's advice at an

early stage in the drafting of the proposal, the

appropriate action for short periods may be taken

by the director of the division concerned after con-

consulting the Board Member whose assignments include

the subject matter. Where such an assignment would

consume a month or more, the matter should be sub-

mitted to the Board in accordance with existing pro-

decures.
"(11) It should be understood that the Board's
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staff is responsible for clearing with the Board,
through the Secretary's Office in accordance with
existing procedure, all items of policy in connection
With mission matters covered by this statement.

"(12) A regular review of efforts and results
of technical assistance in foreign areas is to be
presented in writing and orally to the Board by
the Director of the Division of International

Finance."

Approved unanimously, with
the understanding that copies of
the statement would be sent to the

Presidents of the Federal Reserve
Banks.

Secretary.
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