
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Friday, May 4, 1951.

PRESENT: Mr. Szymczak, Chairman pro tem.

Mr. Evans
Mr. Vardaman
Mr. Norton
Mr. Powell

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on May 3, 1951, were approved unanimously.

Telegrams to the Federal Reserve Banks of Boston, New York,

Philadelphia, Cleveland, Atlanta, Chicago, St. Louis, and Kansas

City stating that the Board approves the establishment without change

by the Federal Reserve Bank of Cleveland on May 1, by the Federal

Reserve Bank of Atlanta on May 2, by the Federal Reserve Banks of

New York, Philadelphia, and Chicago on May 3, by the Federal Reserve

Banks of St. Louis and Kansas City on May 4, 1951, and by the Federal

Reserve Bank of Boston today, of the rates of discount and purchase

Iii their existing schedules.

Approved unanimously.

Memorandum dated April 26, 1951, from Mr. Hilkert, Acting

Director of the Division of Personnel Administration, recommending

increases in the basic annual salaries of the following employees

in that Division, effective May 13, 1951:
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Name Title 
Margaret H. Wolverton Personnel Clerk
Lois L. Waller Personnel Clerk
Elizabeth A. McMahon Personnel Clerk

Salary
From 
$3,950
3,275
3,115

Increase
To

$4,075

3,475
3,225

Approved unanimously.

Memoranda dated May 1, 1951, from Mr. Sloan, Assistant

Director of the Division of Examinations, recommending increases

in the basic annual salaries of the following employees in that

Division, effective May 13, 1951:

Name Title
F. A. Dons Federal Reserve Examiner
P. C. Guth, Jr.
E. W. Lyster Assistant Federal

Reserve Examiner
L. M. Schaeffer
E. F. Kipfstuhl
W. C. Bender, Jr.
M. F. Johnson
P. C. Rachford

It tt 11

Salary
From
$5,800
6,000
4,45o

3,825
3,825

3,700
4,200

3,950

Increase
To

$6,406-
6,400
4,600

4,600
4,200
3,950
4,325
4,075

Approved unanimously.

Memorandum dated May 1, 1951, from Mr. Sloan, Assistant

Director of the Division of Examinations, recommending the appoint-

ment of Mrs. Anna F. Rockey as a clerk-typist in that Division, on

a temporary indefinite basis, with basic salary at the rate of $2,610

Per annum, effective as of the date upon which she enters upon the

performance of her duties after having passed the usual physical

examination and subject to the completion of a satisfactory employ-

Meat investigation.

Approved unanimously.
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Letter to Mr. Williams, President of the Federal Reserve

Bank of Philadelphia, reading as follows:

"As requested in your letter of April 23, 1951,

the Board of Governors approves the payment of salary

to the following officers at the rates indicated for

the period May 1, 1951, through April 30, 1952:

Name Title Annual Salary

Philip M. Poorman Vice President $17,000

Richard G. Wilgus Cashier & Assistant 11,000

Secretary

Norman G. Dash Assistant Vice 10,000

President
"These rates are the same as those which the

Board recently approved for the three officers

involved."

Approved unanimously.

Letter to Mr. Parten, Chairman .of the Federal Reserve Bank

Of Dallas, reading as follows:

"At the completion of the examination of the

Federal Reserve Bank of Dallas, made as of January

29, 1951, by the Board's examiners, a copy of the

report of examination was left for your information

and that of the directors. A copy was also left for

President Gilbert.
"The Board has noted the discussion on pages 18

and 19 of the report of examination regarding the

crowded condition of the vaults at the San Antonio

Branch and the practice of accepting securities from

local member banks for safekeeping. It is noted

also that the head office management was confident

that the cooperation of the San Antonio member banks

could be obtained in withdrawing the securities from the

Branch. The Board would like to be informed as to the

progress made with respect to this situation since

the time of the examination.

"The Board will also appreciate advice that the

report of examination has been considered by the Board

of Directors, and will be glad to have any comments

you may care to offer regarding other discussions
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"with respect to the examination or as to other

action taken or to be taken as a result of the

examination."

Approved unanimously.

Letter to the Honorable Manly Fleischmann, Administrator,

National Production Authority, Washington 25, D. C., reading as

follows:

"Reference is made to the letter from the Post-

master General to Mr. Harrison, Administrator, De-

fense Production Administration, dated April 5, 1951,
relating to the necessity of obtaining certain IBM

equipment to process postal money orders under the

new procedure which is to become effective July 1,

1951, and to your reply of April 17 to the Post-

master General.
"The Board of Governors of the Federal Reserve

System now requests on behalf of the twelve Federal

Reserve Banks and their twenty-four branches an

appropriate DO rating for the manufacture by

International Business Machines Corporation of 81

Type 808 Punching Proof Machines necessary for
use by the Federal Reserve Banks in the handling

of the new type of postal money orders. This

additional number is necessary because the original

orders of 266 machines placed last fall were based

Upon an estimate of what the machines then under

development could handle, and now after some

machines have been manufactured and tested it is

apparent that the speed is approximately one-third

less than originally estimated.
"These Type 808 machines have been developed

by IBM especially for this postal money order pro-

gram and are essential to it.
"Under the new procedure, postal money orders will

be issued by the Post Offices in card form, but with

the amounts written in and not punched.

"All of the new type postal money orders, whether

cashed at a Post Office or handled by a bank, will

clear through the twelve Federal Reserve Banks or

twenty-four branches and be handled by them as fiscal

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



5/4/51 -5-

"agents for the United States Government. The
Post Office Department estimates that more than

400,000,000 such orders will be issued annually.
"The special 808 machine has been devised to

meet the need for a machine that in one operation

would (1) punch the dollar amount in the order,
(2) automatically sort the orders into the proper

compartment, and (3) list the amount on the master
tape and appropriate compartment tape.

"After processing the postal money orders on

the 808 machines, the Reserve Banks will then turn
the orders over to the Post Office Department, and

thereafter all accounting for and auditing of the

orders will be done on punch card tabulating

equipment.
"The problems resulting from the results of the

speed tests of the machines were considered at a
recent meeting held in the Board's offices in Wash-

ington, attended by representatives of each Federal

Reserve Bank, the Post Office Department, the Treasury

Department, the General Accounting Office, the Board
of Governors, and International Business Machines

Corporation. As a result of this consideration, IBM
has been formally advised that the Federal Reserve

Banks and branches will need 81 additional Type
808 machines.

"In order to expedite the production of these

additional machines, International Business Machines

Corporation has advised us of the necessity of

supporting the program with Defense Order ratings.

These ratings are required, IBM reports, in order
to insure that it can get shop capacity of its

subcontractors as well as basic materials for the

construction of the machines.
"Representatives of the Post Office Department,

the Treasury Department, and the General Accounting

Office, who have been working on the new postal

money order program, have given assurances that

their respective departments or agencies heartily

support this request for assistance in obtaining

the additional equipment.
"If members of your staff wish any further in-

formation from the Board regarding this matter, we

suggest that they get in touch with R. F. Leonard,

Director of the Board's Division of Bank Operations,
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"who is the Board's representative on the committee

which has been working on this program."

Approved unanimously.

Letter to Mr. Dwight K. Parks, Secretary-Manager, Brawley

Chamber of Commerce, Brawley, California, reading as follows:

"The Board has received your letter of April

18, 1951, as well as your letter of the same date

addressed to the Federal Reserve Bank of San

Francisco, requesting that consideration be given
to a modification during the summer months of
prescribed credit terms as they apply to re-

frigerators.
"As indicated by Mr. Swan of the Federal

Reserve Bank of San Francisco in his letter to
you dated April 20, the Board has been asked on
many occasions to modify Regulation W to meet

special local circumstances. We appreciate that
in each case the modification appears to the parties

affected to be reasonable and fully justified,
yet in the aggregate, such modifications would

constitute a substantial relaxation of the regula-

tion.
"The Board is very much interested that the

Provisions of Regulation W may not be unduly

restrictive in individual cases, but it must also

consider that the regulation must strongly curb

instalment credit as a whole if it is to accomplish

its purpose of helping to restrain serious inflationary

Pressures in the present emergency period. Grave

possibilities. of widespread and severe hardship to

low and medium income families are inherent as long

as the present inflationary pressures exist. It is

always these persons who suffer most when excessive

demand pushes prices beyond compensating increases

in income. The Board feels that these broad con-

siderations must take precedence over any provisions

which might tend to defeat the purposes of the

regulation.
"Thank you for the opportunity of discussing

this with you."
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Approved unanimously.

Letter to the Honorable Maple T. Han, Chairman, Federal

Deposit Insurance Corporation, Washington 25) D. C., reading as

follows:

"Your letters of April 20 and April 23, 1951,

enclosing a copy of the list of closed insured banks

in which the amount of defalcation exceeded the amount

of surety bond, by States, 1934 to April 16, 1951,

and your Chart No. 25) graphically depicting the

number of defalcations in all insured banks, by

years, from 1946 through 1950, have been noted with

Interest.
"As you know, the Board of Governors and the

Federal Reserve Banks have been and are very much

interested in the matter of adequate fidelity

coverage. While results of our efforts to have banks

acquire increased coverage have been gratifying, it

is realized that the need for increased coverage

exists in all too many individual banks and that

efforts to secure such action must be unrelaxing.

"The list and the chart afford a striking

illustration of the need for adequate fidelity

coverage and it has been a pleasure to accept your

generous offer to furnish a sufficient number of

each to place them in the hands of all examiners.
Copies of the list have been received and it is

understood that copies of the chart will be

available in a few days. When received, they will

be sent to the several Federal Reserve Banks and

given to the examiners who should find them very

useful when discussing surety coverage with the

management of banks.
"With thanks for your letters and the additional

copies of the list and chart made available to us."

Approved unAnimously, together

with a letter to the Presidents of

all Federal Reserve Banks reading

as follows:
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the

"Enclosed are copies of letters dated April 20

and April 23, 1951, received from Chairman Harl of

the Federal Deposit Insurance Corporation and copies

of the list and chart referred to therein; also, a

copy of the Board's reply to Mr. Harl.

"It is felt that the list of 104 banks in 34

States that suffered defalcations aggregating

$14,124,100, while carrying aggregate surety cover-

age of only $2,531,000, which was even more dis-

proportionate in many individual instances, and

the chart showing graphically the number of de-

falcations in recent years, afford striking

illustration of the need for adequate surety

coverage.
"Examiners should find the list and chart use-

ful in discussing the matter of surety coverage

with member banks. Therefore, a sufficient number

of copies of each are being forwarded to the Officer

in Charge of Examinations at your bank to enable

him to furnish copies to each of his examiners.

"The recent defalcation in Syracuse, to which

Mr. Harl refers in his letter of April 20, did

involve approximately the amount mentioned. Details

have not been made public, however, because of

circumstances peculiar to the situation. It in-

volved a head bookkeeper and his assistant, or

alternate, who falsified controls and withheld

checks from debit to customers accounts. Two

customers were, in fact, overdrawn for large

amounts and the bookkeepers, as well as the out-

side parties, stoutly maintain that neither of the

bookkeepers actually received any monetary benefit.

The story is fantastic and will be made the subject

of further advice when details may be given. They

are being withheld to permit the recovery of as

much as possible from outside parties. It is

confidently expected, at present, that the net

loss will be within the amount of the surety bond."

Memorandum dated May 2, 1951, from Mr. Marget, Director of

Division of International Finance, recommending that David L.

Grove, Chief of the Latin American Section in the Division of

International Finance, currently engaged in a financial mission to
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Paraguay, be authorized to return via Buenos Aires, Argentina, and

Montevideo, Uruguay. The memorandum also recommended that the

additional expenses, over and above those of a direct return trip

from Asuncion, Paraguay, including transportation and per diem in

accordance with the Board's travel regulations, be paid by the

Board and charged to the appropriate item in the budget of the

Division of International Finance.

Approved unanimously.
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