
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Wednesday, August 4, 1954. The Board met

in the Board Room at 10:30 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Vardaman
Mr. Mills

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Thurston, Assistant to the Board
Mr. Vest, General Counsel
Mr. Young, Director, Division of Research

and Statistics
Mr. Noyes, Assistant Director, Division of

Research and Statistics

Mr. Ray A. hg, Vice President, The National Shawmut Bank,

Boston, Massachusetts, was also present for the purpose of presenting

his views with respect to the Board's letter addressed to Mr. Latham,

Vice President of the Federal Reserve Bank of Boston, under date of

July 22, 1954 in which the Board had responded regarding a question

Presented to the Boston Bank by The National Shawmut Bank concerning

the application of Regulation Q, Payment of Interest on Deposits, in

the event the member bank were to accede to a request of one of its

large depositors that the bank provide pay roll service on the depos-

itor's premises.

Chairman Martin stated that Mr. Ilg had called to see him this

morning regarding the foregoing letter and that in view of Mr. Ilg's

interest in the matter, he had suggested that he present directly to the
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members of the Board at this meeting the reasons why he sought a

more specific ruling with respect to the question he had raised than

was given in the Board's letter of July 22, 1954.

Mr. hg said that the type of service which The National Shawrut

Bank had been asked to provide for the Ford Motor Company would require

the bank to cash pay roll checks on the premises of the company which

would involve transportation of funds from the bank to the corporation's

Offices by armored car and the provision of bank personnel on certain

days of the month to cash the company pay roll checks. He stated that

his bank had informed the corporation concerned that it could not under-

take to provide the services requested at the bank's expense inasmuch

as the absorption of costs in connection with such services might con-

stitute a violation of Regulation Q. Mr. hg also stated that subse-

quently the same corporation informed him that a similar service was

being rendered by member banks in other districts, whereupon he discussed

the matter with officers of the Federal Reserve Bank of Boston who, he

said, felt that the provision of the requested service would constitute

a violation of the Regulation. Mr. Ilg also stated that he had received

a letter from the Comptroller of the Currency which had dealt with the

question from the standpoint of whether rendering the services requested

would constitute the establishment of a branch, and in that letter the

Comptroller had indicated that if the services were provided at the cost

of The National Shawmut Bank, a violation of Regulation Q might be

involved. The bank's customer, however, had insisted that the services
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were being provided by other banks and that The National Shawmut Bank

Should do likewise.

Mr. hg added that he had crIlled on Chairman Martin this morning

for the purpose of requesting a definite ruling as to whether the pro-

posed practice would involve a violation of Regulation Q. He felt that

the provision of the service to the corporation which had made the

request might cost The National Shawmut Bank from $15 to $18 thousand

a year, and in addition might set an undesirable precedent not only

for that bank but other banks of the country.

After brief discussion, Chairman Martin informed Mr. hg that

the Board would be glad to give further consideration to the problem

he had presented.

Mr. Tlg withdrew from the meeting at 11:00 a.m.

There was presented a request for authorization for proposed

travel on official business by Mr. Noyes, Assistant Director, Division

of Research and Statistics, for the purpose of going to New York, New

York, during the period August 5-7, 1954, to attend a meeting sponsored

by the Foundation for Research on Human Behavior on measurements of

consumer and business expectations.

Approved unanimously.

Chairman Martin stated that he had received a letter from Mr.

Cole, Administrator, Housing and Home Finance Agency, dated August 3,

1954, requesting that the Board designate a representative to serve in

an advisory capacity on the National Voluntary Mortgage Credit Extension
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Committee established established under Section 603 of the Housing Act of 1954.

He suggested that Mr. Riefler, Assistant to the Chairman, be designated

to represent the Board in this capacity, and Mr. Mills suggested that

Mr. Noyes be designated to serve as alternate to Mr. Riefler to the

extent that an alternate might be needed.

These suggestions were
concurred in and the following
letter to Mr. Cole was approved
unanimously.

In accordance with your request of August 3, 1954, the
Board of Governors has designated Mr. Winfield W. Riefler,
Assistant to the Chairman, as the representative of the
Board to serve in an advisory capacity on the National Vol-
untary Mortgage Credit Extension Committee created by the
Housing Act of 1954. To the extent that an alternate for
Mr. Riefler is necessary, Mr. Noyes, Assistant Director of
the Division of Research and Statistics, will serve.

Before this meeting there had been sent to the members of the

Board a memorandum from Mr. Young, Director of the Division of Research

and Statistics, dated August 3, 1954, with respect to the Consumer

Finances Survey program for 1955. The memorandum raised the question

Whether, for the reasons indicated, the program should be modified to

Provide for more frequent surveys than had been conducted in the past.

The memorandum stated that on the basis of past experience and tentative

exploration, the cost of an interim survey would be from $40 to $50

thousand plus a cost of perhaps as much as $15 thousand a year for

additions to the staff of the Division of Research and Statistics for

the purpose of analyzing the results and preparing them for publication.

Mr. Young's memorandum did not contain a recommendation but indicated
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that if the Board desired to go forward with interim surveys during 1955

(the basic annual survey having been authorized by the Board on June 11,

1954) a decision would have to be made in the immediate future in order to

allow time to make the necessary arrangements.

Governor Vardaman stated that he thought that Mr. Young's memo—

randum was very thorough and that it supported the position he had taken

in Past discussions of the Consumer Finances Survey, that it might be

desirable for the Board to provide as much as a million dollars in order

to carry on such surveys without the use of outside help. Mr. Vardaman's

feeling was that such surveys should be made within the System since he

felt that regardless of the quality of the surveys no conducted by the

Survey- Research Center at the University of Michigan, the fact that the

Center was under private control, that the Board had no control over its

recruitment of personnel, no control over its other clients, in fact, no

control over any phase of its activities or its personnel, and the further

fact that similar surveys based on the same data collected for the Federal

Reserve Board were made for other organizations and sold to the public gen—

erally; -- that all of these considerations made it inadvisable for the

Board of Governors to use the Survey Center for this important task.

Mr. Young reviewed the history of the development of the Consumer

Finances Survey and commented on requests for more complete data in this

field for use in marketing research and for other purposes. He stated

that he understood that the subcommittee of the Joint Committee on the

Economic Report which, under the chairmanship of Representative Mlle,
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had recently made a survey in connection with Federal statistics, ex-

pected to include in its report a request that the Board consider under-

taking additional work in this field.

Chairman Martin suggested that the Board not try to reach a

decision at this meeting on the question of undertaking more frequent

surveys of consumer expectations, as presented in Mr. Young's memorandum,

but that it defer a decision until after the two new appointees to the

Board Messrs. Miller and Balderston, had assumed their offices and had

an opportunity to study the question. Chairman Martin was inclined to

think that, for reasons which he stated, it would not be desirable to ex-

Pand the surveys along the lines indicated but this would not preclude

going ahead with the arrangements for the ninth basic annual survey au-

thorized by the Board on June 11, 1954. Should the Board later on decide

to undertake more frequent surveys, Chairman Martin said, that should be

done only after the Senate and House Banking and Currency Committees had

been informed so that the Board would have the benefit of the views of

those Committees as to the desirability of incurring the costs involved.

There was agreement with
Chairman Martin's suggestions.

Governor Szymczak stated that, in accordance with the understanding

at yesterday's meeting, he had discussed with President Young of the Fed-

eral Reserve Bank of Chicago the status of the study of proposed additional

branches that might be established in the Seventh Federal Reserve District

and that Mr. Young had informed him that the matter was under constant

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



8A/54 —7-

1163

study and discussion with the directors of the Chicago Bank but that he

could not indicate when a decision might be reached. Governor Szymczak

went on to say that, at his request, President Young agreed to arrange

a meeting of the directors at which Governor Szymczak could discuss this

question when he was in Chicago toward the end of this month.

The meeting then adjourned. During the day the following addi—

tional action was taken by the Board with all of the members except

Governors Evans and Robertson present:

Minutes of actions taken by the Board of Governors of the Federal

Reserve System on August 3, 1954, were approved unanimously.

ecretary
.4/410111b,.
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