
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Wednesday, October 6, 1954. The Board

met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson
Mr. Miller
Mr. Balderston

Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Thurston, Assistant to the Board
Mr. Vest, General Counsel
Mr. Sprecher, Assistant Director,

Division of Personnel Administration

The following draft of letter to Mr. Sproul, President of the

Federal Reserve Bank of New York, was presented for consideration:

The Board of Governors approves the payment of
salary to Mr. Gerald H. Greene, as Acting Manager as-
signed to the Personnel Department, for the period
October 4, 1954 through December 31, 1954, at his
Present rate of $9,500 per annum, which is the rate
fixed by the Board of Directors for Mr. Greene in his
new assignment as indicated in your letter of Septem-
ber 21, 1954.

Approved unanimously.

There were presented memoranda from appropriate individuals

concerned recommending personnel actions with respect to members of the

Board's staff as follows:

APPointments, effective upon the
date of assuming duties

Naze and title Division Type of appointment Basic annual salary
l'aUl G. Hutts, 
OPerator (Tabu- 

Administrative Temporary $3,175

-Lng Equipment) 
Services indefinitelat 4
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L'.122:91EEIELE (continued)

Name and title Division Type of appointment Basic annual salary

Constance A. DeNardo, Administrative Temporary S2,560
Elevator Operator Services (six months)

§111117 increas12) effective October 10  1954 

Name and title

Jeanne Krieger Semia,
General Assistant

Eleanor E. Omohundro,
Clerk--Stenographer

Paul S. Anderson,
Economist
'Catherine G. Black,

Clerk
James B. Eckert,
Economist

Saul B. Klaman,E
conomist

Esther P. Locke,
Clerk-TypistDorothy S. Projector,Economist

Thomas E. Summers,E
conomist

'Doris Si. 
Bubh,

Statistical ClerkCat
herine A. Fornof,

Clerk-Stenographer
Mortimer B. Daniels,
Chief, Reserve Bank
OPerations Section

Division

Office of the Secretary 

Leal Division 

Research and Statistics 

International Finance 

Bank Operations 

Basic annual salary 
From To

$5,1435 $5,560

3,910 4,035

6,34o

3,415

10,14.00

7;o4o

3,030

6,314.0

5,310

3,415

3,495

9,360

6,54o

3,495

10,600

7,24o

3,110

6,54o

5,435

3,495

3,575

9,560
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§lary increases effective October 10 1954 (continued)

Basic annual salary 
Division From To

Personnel Administration 

Name and title

Marjorie Kidd,
Clerk-Stenographer

Catherine Gallagher,
Cafeteria Helper

Florence A. Norman,
Cafeteria Helper

Blanche Peacock,
Charwoman

1462

$3,415 $3,495

Administrative Services

2,770 2,840

2,490 2,560

2,840 2,910

Office of the Controller

Josephine E. Lally,
Deputy Disbursing Officer

Extension of a intment as Special Assistant Federal Reserve Examiner

Geta E. Gander, Division of Examinations. Extension of appointment
through the year 1955.

Following a review by Mr.
Sprecher of the recommendations
listed above, the recommendations
were approved unanimously.

In connection with the foregoing discussion, Governor Vardaman

r4ised certain questions with regard to present procedures relating to

Pl'ogress 
increases for employees in the higher salary brackets. During

4 discussion of these questions and related personnel matters, it was

BIAggested that Mr. Sprecher be asked to present to the Board at a meet-
ir 
g in he near future a statement with respect to current procedures of

5,620 5,745
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the Board in the area of salary administration.

There was unanimous agreement
with this suggestion, and it was
understood that Mr. Sprecher would
make a statement at the meeting on
Wednesday, October 13.

At the request of the Board, Mr. Sprecher then reviewed develop-

ments with regard to the integrating of coverage for Board employees

under the Federal Employees' Group Life Insurance Act of 1954 with

coverage under the group policy written by Connecticut General Life

Insurance Company, pursuant to the procedure agreed upon by the Board

last month. In the course of his remarks, Mr. Sprecher noted that 216

employees, or 38 per cent of those eligible, had waived coverage under

the 
Federal group life insurance program and that before waivers were

signed the Division of Personnel Administration had taken steps to be

sure that the employees had a full understanding of their privileges.

Messrs. Sloan, Director, and Goodman, Assistant Director,

Division of Examinations, entered the room at this point.

Reference was made to a draft of letter to International Banking

CorPoration, New York, New York, regarding the request of that Corpora-
tion

'ur Permission to establish a branch in Madrid, Spain, or its

e"°118. The draft referred to views expressed by officials of Depart-

Meat of Defense, in response to requests by the Board, to the effect

th4t no reason was seen for the opening of the branch as far as the ac-
tivities of the

Defense Department were concerned. The draft stated that
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inasmuch as it was understood from the Federal Reserve Bank of New York

that the attitude of the Defense Department would definitely affect the

Interest of International Banking Corporation in establishing a branch

in Spain, the Board would take no action on the application at this

time, although it would be glad to reconsider the application at any

time on the basis of evidence submitted by the Corporation that the

military authorities would like to have the facilities available, or if

the Corporation advised that it wished to establish the branch out of con-

siderations unrelated to the requirements of the defense establishment.

In commenting on the matter, Mr. Goodman referred to various

letters and memoranda in the Board's files, including a letter dated

April 29, 1954, from Secretary of the Air Force Talbott and a letter

dated July 1 
1954, from Secretary of Defense Wilson, both of which ex-

Dressed the view that maximum use should be made of existing Spanish

facilities. Mr. Goodman added, however, that a representative of the De-

.Dartment of the Navy had indicated informally that that Department might

use facilities of an American banking institution if they were available

In Spain.
He also said that a representative of the Treasury Department

had 
informed him orally that if the Board should ask the Treasury whether

It knew of any reasons why the application should not be approved, the

TreaR„
--4Y would probably advise in the negative, and that the Department

Illight use such a branch to some extent if it were established. While an

"ricer of International Banking Corporation had stated to the Federal
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Reserve Bank of New York informally that the Corporation's interest in

establishing a branch in Spain would be affected by the attitude of the

Defense Department, Mr. Goodman thought it possible that the Corporation

would wish to establish a branch for commercial purposes and that one

might be justified on those grounds.

The principal questions raised by members of the Board were:

(1) whether reference to the views of the Defense Department should be

Maas by the Board in any letter to the applicant institution, at least

in such a way as to suggest that the Board's action was based on those

views; and (2) whether the possible conflict of views within branches

Of the defense establishment should be discussed further with the De-

fense Department before a decision was made.

At the conclusion of the discussion, Chairman Martin suggested

that the matter be explored further with the Defense Department.

This suggestion was ap-
proved unanimously.

The following matters were presented and action taken as indicated:

Michigan, reading as follows:

Letter to the Board of Directors, Security Bank, Lincoln Park,

Pursuant to the request submitted through the Fed-
eral Reserve Bank of Chicago, the Board of Governors of
the Federal Reserve System approves the establishment of
a branch on Dix Road between Euclid and Russell streets

Lincoln Park, Michigan, by the Security Bank, Lincoln
eark, Michigan, provided (a) the branch is established

ige= 
4, 1955, and (b) the capital structure is in-

at least $350,000 through the sale of common
stock prior to opening of the branch.

Following a statement by

Governor Robertson of reasons
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(as stated in a memorandum dated
September 29, 1954, prepared by
the Division of Examinations) why
he would now favor granting the
application, which was previously
disapproved, the letter was ap-
proved unanimously, for transmittal
through the Federal Reserve Bank
of Chicago.

Letter for the signature of the Chairman to the Honorable Ralph
W. Gwinn, Chairman, Subcommittee on Educational Activities of the Fed-
eral Government, House of Representatives, Washington, D. C., reading
as follows:

This is in reply to your letter of August 27 re-
questing information for use in a study of your Subcom-
mittee of educational activities of the Federal Govern-
ment.

The Board of Governors is presently engaged in only
one activity--a school for bank examiners--which it is
believed falls within the intended scope of your inquiry.
Information concerning this school, along the lines called
for by your questionnaire, is attached.

Your questionnaire also calls for information con-
cerning the Board's participation in summer seminars on
economic and monetary problems and regional workshops for
teachers of economics. It does not appear, however, that
these projects should he included as educational activities
Of the Board for the purposes of your survey for the reason
that the Board does not administer them. The Federal Re-
serve Banks organize and are responsible for the seminars
while the Joint Council on Economic Education organizes and
Is responsible for the workshops. The Board's participation
is limited principally to authorizing appropriate members
Of its staff, upon request of the sponsors, to attend and
assist in these projects by appearing on the programs from
time to time. These distinctions were set forth in the
Board's responses to the Quattlebaum questionnaire in 1951
but probably the situation should have been further clarified.

It is noted that on page 4 of the Quattlebaum Report
(jvolume 2, part 3, Survey of Federal Educational Activities,

1951) the following language appears:

"Generally excluded from the present report are mass
instructional programs such as the Voice of America
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and the issuance of news releases and other publica-
tions. Although these activities may be encompassed
within the dictionary definition of the term educa-
tional, as a whole they are possibly more informa-
tional in nature."

It is assumed, therefore, that your survey is not in-
tended to comprehend the issuance of publications and news
releases.

Approved unanimously.

Reference was made to letters dated September 24 and 29, 1954,

from Mr. Young, President of the Federal Reserve Bank of Chicago, re-

garding the possible establishment of additional branches in the Seventh

Federal Reserve District. The second letter stated that a special com-

mittee of the Board of Directors of the Federal Reserve Bank of Chicago

aPpointed to study the matter had met and had asked him to advise the

Board of Governors:

(1) That the committee was unable to make an intelligent
recommendation without having an expression from the
Board of Governors of its reasons for considering
the establishment of additional branches essential
or advisable.

(2) That the committee would be interested in reviewing
as soon as possible any survey or data which the Board
of Governors might have on the subject.

(3) That the committee felt strongly that a responsible
representative of the Board of Governors should come
to Chicago to confer with the directors and officers
of the Reserve Bank, and possibly with other interested
banks, in order to acquaint himself with the existing
situation and to endeavor to reconcile the divergent
views on the question.

The Division of Bank Operations also had sent to the members of the

G'el.rd a chronological resume of selected correspondence and memoranda re-

111ting to the question of additional offices and boundary changes in the
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Seventh Federal Reserve District.

Chairman Martin said he thought that all of the available data had

been presented to the Board and that little could be accomplished by fur-

ther discussion at this meeting. He suggested, therefore, that Governors

SzYmczak and Balderston be requested to serve as an ad hoc committee to

look into all aspects of the matter, including the relationship of addi-

tional branches to the Chicago head office building program, in the light

Of President Young's letters and recommend to the Board what action should

be taken.

This suggestion was ap-

proved unanimously.

Messrs. Sloan and Goodman then withdrew and Messrs. Young, Director,

and Noyes, Assistant Director, Division of Research and Statistics, and

Cherry, Legislative Counsel, entered the room.

Reference was made to a memorandum from Mr. Young dated September

24, 1954/ suggesting a procedure for complying with the recent request of

the r
-ongressional Joint Subcommittee on Economic Statistics (the Talle Sub-

committee) for an evaluation of available statistics in the fields of

savings, inventories, business expectations, and consumer expectations.

In this memorandum, copies of which had been sent to the members of the

131eard Prior to this meeting, the following points were made:

1. In the judgment of the staff it would not be satisfactory for

number of reasons to divert technicians at the Board and the Fed-eral
Reserve Banks to appraise present statistics and prepare an

?valuation for transmittal to the Subcommittee. This approach would
i-MPose a heavy additional burden on the staff and the charge mighthe made that the results reflected an institutional point of view,

til!us exposing the Board to possible involvement in interagency con-

y. It might also lead to pressures on the Board to assume
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responsibility for any recommendations by its staff regarding
the expansion and improvement of current statistical data in
the areas studied.

2. For these reasons the staff suggested approaching the
assignment by the establishment of five small working com-
mittees composed of outside experts of recognized profes-
sional competence. Assuming that the reports of the commit-
tees represented work of high quality scholarship and ob-
jectivity, it would be possible to transmit them to the Sub-
committee substantially in the form submitted to the Board,
and the Board would not have to take an official position
With regard to the recommendations. Under such a program,
the necessary consultant fees ($50 for each day worked),
travel, and per diem ($15) might run to about $35,000, and
an additional $5,000 should probably be authorized to cover
incidental costs and contingencies. The target for the com-
pletion of the entire project would be June 30, 1955.

3. It was recommended that the Board authorize Mr. Young
to recruit a chairman and from five to seven other committee
members to evaluate the available statistical information in
each study area for which a special ad hoc committee would
appear to be appropriate.

4. In view of the prospective absence of Mr. Noyes, it
flight become necessary to employ an assistant to Mr. Young
for a period of six months or so to help carry the adminis-
trative load. This might cost as much as $7,500.

Attached to the memorandum was a tentative list of persons from

hoot the chairmen and members of the ad hoc committees might be selected.

At the request of the Board, Mr. Young reviewed in some detail

the 
suggested approach to the request of the Talle Subcommittee and stated

Ilee.sens why this approach was believed to be preferable to various alter-

natives that had been considered.

Governor Robertson then made a statement in which he raised for

c°nsideration the question whether the use of outside experts would be
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fully acceptable to the Talle Subcommittee. It might be said, he pointed

out, that if the Subcommittee had wanted the views of independent experts

it could have so indicated rather than ask the Board to make the studies.

Therefore, it was his thought that before entering into a program of the

kind suggested by MX. Young, the matter should be discussed with Congress-

Talle and with the Chairmen of the House and Senate Banking and Cur-

rency Committees so that they might know exactly what the Board was doing

and would not gain the impression that the Board was in any way avoiding

the request which had been made.

Governor Vardaman stated that his tentative thinkingwas along

the lines stated by Governor Robertson. He emphasized the desirability

Of taking steps to make sure that there was no feeling on the part of the

Congress that the Board did not wish to undertake the work incident to

the Subcommittee's request.

Governor Mills expressed a different point of view. He said that

It 'fte necessary to consider the background of the request, that the pur-

1°oae of the Subcommittee was to examine into various statistical areas,

and that in the course of that examination agreement was reached that there

were 
certain "blind spots" and inadequacies in the statistical program

'417Lich needed study and correction. He noted that the Subcommittee had re-

"tilled testimony from economists and others who were united in the view

that additional study of these matters was required. He felt that the need

these studies having been demonstrated, one of the principal problems

temaining was how their cost would be defrayed. Governor Mills said he
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would imagine that Congressman Talle and the staff of the Subcommittee

were quite aware of the problems confronting the Board in having such

a request assigned to it, and that the Congress probably would be glad

to have the Board, with its general economic understanding, be its vehicle

to choose appropriate outside persons, undertake the studies on the basis

suggested, and finance the cost of those studies. The Board having been

given a responsibility, he felt that the question of how that responsi-

bility would be fulfilled was largely a matter for the Board to decide in

its best judgment.

Chairman Martin then made a statement in which he said that his

first reaction to the suggested approach was much the same as that of

Governor Robertson but that upon further reflection his thinking had

changed so that his views were now about the same as those of Governor

Mills. He stressed the importance of having the studies made in an ob-

jective manner in order to achieve constructive results. Therefore, if

the job had to be done, he felt that the Board was particularly qualified

to undertake it. Chairman Martin felt that the studies might well have

been undertaken on the Board's own initiative, that it would be difficult

not to agree to comply fully with the Subcommittee's request, that the

areas
were of vital concern, that a good opportunity was afforded to put

the 8°ardi8 reputation for objectivity to the test and that this appeared

to be an occasion when the Board might be able to render a significant

service.
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Governor Balderston stated that although his conclusions were

about the same as those of Chairman Martin, he had arrived at them in a

somewhat different manner. Referring to the Board's responsibilities in

the field of monetary and credit policy, he stressed the need of the

Board to have the best statistical data available in reaching its deci-

sions. He said that the Board probably would obtain considerable benefit

both from the studies themselves and from the improvement in statistics

which might result.

In response to an inquiry by Governor Miller, Mr. Young described

the sources of the statistics currently available in the fields in which

studies were proposed. He remarked that in most

Board's staff used statistics

account it would be necessary

of these fields the

collected by other agencies and that on this

to work with those agencies in developing

the information sought by the Subcommittee.

In response to a question by Governor

that the proposed approach had been discussed

(n the Subcommittee, both of whom appeared to

Robertson, Mr. Young stated

with two members of the staff

favor it. Chairman Martin

added that he had talked with Congressman Talle in a general way but had

not discussed any specific approach to the investigation.

Governor VardAmn then inquired whether there might be repeated

recillests in the future for studies of this nature and Mr. Young responded

by
BaYing that if the studies were successful, it would be hoped they

c°1-11d serve as a guide for the next decade in the development of Federal

statistical Programs in the areas concerned.
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Governor Szymczak expressed the view that within the Federal

Government there was no agency better qualified than the Board to carry

out the studies in question and that by making the studies the Board

would undoubtably derive substantial benefits.

There was a further discussion of the matter, at the conclusion

Of which Governors Vardaman and Robertson indicated that in the light

Of the comments expressed they would be willing to join with the majority

Of the Board in approving the approach proposed in Mr. Young's memorandum.

Chairman Martin then suggested: (1) that it would be desirable

for him to speak to Congressman Talle and the Chairmen of the Banking and

Currency Committees of the Senate and House and advise them of the way

14 which the Board intended to proceed, and (2) that Governors Mills and

Miller be requested to serve as members of an ad hoc committee with whom

Mr. Young should consult in developing the program, it being understood

that it would be within their purview to select the persons who would be

asked to serve on the several committees and that they might come back to

the Board from time to time for advice, if necessary.

These suggested procedures were

approved unanimously. Accordingly/
it was understood that Mr. Young,
under the direction of the ad hoc com-

mittee, would proceed to develop a

program such as was outlined in his

memorandum of September 24, 1974, and

that as soon as possible Chairman

Martin would discuss the program with

Congressman Talle and the Chairmen of

the Senate and House Banking and Cur-
rency Committees.
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Pursuant to to the understanding at the meeting on October 4, 1954,

there was a further discussion of the proposed hearings on United States

monetary policy by the Subcomittee on Economic Stabilization of the

Congressional Joint Committee on the Economic Report. As a result of

the discussion, it was understood that Chairman Martin would discuss the

Proposed hearings with Senator Flanders, Chairman of the Subcommittee,

at the earliest possible date and that, if the hearings were scheduled

definitely, consideration would be given to holding a meeting of the Fed-

eral Open Market Committee before the date of the hearings and to trans-

Initting appropriate advice concerning the hearings to the Federal Reserve

Bank Presidents.

At the meeting on August 5, 1954, it was agreed that further con-

sideration would be given, when a full Board was available, to the pro-

gram for the meeting of the Chairmen's Conference to be held December 2

axad 3; 1954, particularly the question whether all head office directors

Should be invited to attend a part of the meeting, as had been suggested.

This matter was discussed briefly but no decision was reached, and it was

Understood 
that there would be further discussion at the meeting on Wed-

October 13.

Reference was made to a letter dated October 5, 1954, from Mr.

jenllings, Deputy Comptroller of the Currency, advising that on Friday,

October 8, a call would be made upon national banks for reports of con-

dition as of the close of business Thursday, October 7, 1954. It was
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reported that, with the approval of Chairman Martin, the usual telegram

was sent on October 5 to the Presidents of all Federal Reserve Banks

stating that a can for State member bank condition reports as of the

same date should be made on October 8 on forms furnished with the Board's

letter of October 1 1954.

This action was ratified
by unanimous vote.

Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on October 4, 1954 were approved unanimously.

The meeting then adjourned.

Assist nt yretary

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




