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

Reserve System on Friday, February 17/ 1956. The Board met in the Special

Library at 9:15 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary

Mr. Thurston, Assistant to the Board

Mr. Thomas, Economic Adviser to the Board

Mr. Vest, General Counsel

Mr. Young, Director, Division of Research

and Statistics

Mr. Cherry, Legislative Counsel

Mr. Solomon, Assistant General Counsel

In accordance with the understanding at the meeting yesterday,

there had been sent to the members of the Board a draft of letter to

Senator Douglas as Chairman of the Joint Committee on the Economic Report,

Igith copies to the Chairmen of the Banking and Currency Committees of the

C°1agress, stating that the Board plans to undertake the
 study of consumer

instalment credit requested by Mr. Burns, Chairman of the Council of

Economic Advisers, at the direction of the President and that the Board

appreciate receiving any comments or suggestions that the Senator

Or his Committee might wish to make regarding the stud
ies.

Chairman Martin stated that based on a subsequ
ent conversation

he said he had with Mr. Burns he had prepared a draft
 of a letter
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2/17/56 -2-

to Mr. Burns which after stating the Board's interest in the field of con-

sumer credit and referring to the recent testimony before the Joint Com-

mittee on the Economic Report, would say that the Board will undertake

the study requested by the President and is instructing its staff to take

the necessary steps to initiate the study. It was Chairman Martin's

thought that a copy of Mr. Burns' letter and the Board's reply would be

sent to the Chairmen of the Banking and Currency Committees and the Joint

Committee on the Economic Report with a statement that the Board would

appreciate receiving any comments or suggestions that the respective

Chairmen or their Committees might wish to make regarding the studies.

There was a discussion of the various drafts of letters and the

form that the letter should take. Consideration was also given to the

question whether the proposed study should be a staff study or one which

in its final form would include the views and recommendations of the Board.

There was no objection to statements made during the discussion the sub-

stance of which were to the effect that there were questions of judgment

1/h1ch would require decisions at Board level, that in any event the Board

/ c3111d have to take responsibility for the study, and that therefore it

Shod be regarded as a Board study from the beginning.

At the conclusion of the discussion,

the letters referred to by Chairman

Martin were approved unanimously in the

following form with the understanding
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that they would be shown to Mr. Burns

and unless he had some objection they

would be sent and that the release

desired by Mr. Burns of his letter

and the Board's reply would be ef-

fected in such manner as was agreed

upon by Mr. Thurston and Mr. Burns:

Letter to The Honorable Arthur F. Burns, Chairman, Council of Economic
Advisers

Your letter of February 15, 1956, states that you have

been directed by the President to request the Board to un-

dertake a study of consumer instalment credit, including

study of the part played by such credit in the fluctuations

of major consumer industries and the general economy and the

arguments for and against a standby authority to regulate

credit in this field.

As you indicate in your letter, the Board of Governors

has had responsibility for regulation of consumer credit

during three different periods over the last 15 years, under

authorization from the President or the Congress. It has a

continuing interest in this field of credit in relation to

its responsibilities in connection with the general credit

situation of the country.

In my recent testimony before the Joint Committee on

the Economic Report, I stated that there are important argu-

ments both for and against enactment of an authority to regu-

late this type of credit, and the Board of Governors is in

agreement that a special study of consumer instalment credit
in relation to economic stability would be timely. I also

stated that the Board would be glad to do what it could to

facilitate the research in connection with such a study.

Accordingly, the Board will undertake a special study
of consumer instalment credit and related problems and is

instructing its staff to initiate such a study. In this con-

nection, I will be glad to discuss the scope and time sched-
ule of this study with you as you suggest in your letter,

and we will appreciate receiving any other comments or sug-

gestions that you may wish to make regarding the study.
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Inasmuch as as the Banking and Currency Committees of the

Senate and House as well as the Joint Committee on the

Economic Report are interested in this subject, I am send-
ing to the Chairmen of these committees copies of this cor-

respondence, stating that the Board would appreciate receiv-

ing any comments or suggestions that they or their commit-

tees may wish to make regarding the special study of this

subject.

Letter to The Honorable Paul H. Douglas, Chairman, Joint Committee on the

J,°110mic Report, with identical letters to The Honorable Brent Spence,
wi.lairman, House Banking and Currency Committee, and The Honorable J.
illiam Fulbright Chairman Senate Banking and Currency Committee

The President's letter transmitting his Economic Re-

port to the Congress under date of January 24, 1956, stated:

"The development of consumer instalment credit

has been highly beneficial to our economy. However,

it sometimes accentuates movements in the buying of

consumer durable goods. Although present conditions

do not call for the use of any authority to regulate

the terms of instalment credit, this is a good time

for the Congress and the Executive Branch to study

the problem."

The Board of Governors has received from the Chairman
Of the Council of Economic Advisers a letter dated Febru-

arY 15, 1956, advising that he has been directed by the

President to request the Board to undertake a study of con-

sumer instalment credit, including the part played by in-

stalment credit in the fluctuations of major consumer in-

dustries and the general economy and the arguments for and

against a standby authority to regulate credit in this

field. For your information, I enclose a copy of his let-
ter together with a copy of the Board's reply.

You will note that the Board will undertake a special
Study of consumer instalment credit and is instructing its
staff to take the necessary steps to initiate such a study.
In .View of the interest of your committee in matters of
this kind, the Board would appreciate receiving any comments
or suggestions that you or your committee may wish to make

regarding the special study of this subject.
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The meeting then adjourned.

Secretary's Note: Pursuant to the rec-
ommendation contained in a memorandum
dated February 14, 1956, from Mr.
Bethea, Director, Division of Adminis-
trative Services, Governor Balderston
today approved on behalf of the Board
the appointment of Ruth H. Rideout as
Cafeteria Helper in that Division, on
a temporary basis for a period of two
months and with basic salary at the

rate of 4;2,600 per annum, effective as
of the date on which she assumes her
duties.

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




