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I discussed with Mr. Shermen the possibility
of combining this file with FOMC Members - General -
because these two files overlap slightly.

He preferred that the two files remain intact
and asked that a cross reference sheet be placed in
each file,

B. Buater
9/9/55
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X F.R. 131
Form SOARD OF GOVERNORS

OF THE

FELiIRAL RESERVE SYSTEM e, ﬁa 5 o

Office Correspondence Date  Mareh 13, 1956,
To _ Mr. Wyatt =~ Subject:

From _ Mr. Carpenter

/af\%\ At the meeting of the Board today, at which you were
present, it was sgreed, in view of the circumstances outlined
by you, that the submission of the opinion requested by the
Board as to the validity of the elections of the representatives
of the Federal reserve banks as members of the Federal Open Market

Committee would not be necessary.

SRC/acw

igitized for FRASER -3/ ,/
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Form F, R. 131
90OARD OF GOVERNORS

OF THE % ':‘; :{J ?—3} »;ﬁ“ "‘V
FEDERAL RESERVE SYSTEM -
Office Correspondence Date_ Mareh 5, 1936,
To ¥r. Wyatt Subject: L o

From e Carpenter

Q—é g -
. ',. ’ ‘)}J At the meeting yesterday, at which you were present, you were re-
| duested to submit to the Board, prior to the date of the meeting of the

Federal Open Market Committee to be held immediately following a conference

of the Board with the Presidents of the banks beginning March 16, 1936, an
opinion as to the validity of the election of each of the five members of
the Federal Open Market Committee elected by the Federal reserve banks to

represent the banks. Y

‘ RC/acw
Etizedfor SER UL AR 3/’3/36

ttp://fraser.stlouisfed.org/
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Form F.R.148 b

| TELEGRAM
| BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

LEASED WIRE SERVICE
WASHINGTON

das o 1936

OURTISE, BOSTON FLETCHER, CLEVELAND
CASE, WEW YORK STEVENS, CHICAGO
AUSTIN, PHILADELPHIA WOOD, 8T« LOUIS

BETHEA

JPD febb
GENERAL COUNSEL’S OFFICE,

S 4

Approved by....

Revised b’ ----- essen ..“.'..m

tp: /yﬁfr ser.stlouisfed.org/
defiil Reserve Bank of St. Louis

GRERY, MINKEAPOLIS
THOMAS, KANGAS CITY
MOURE, SAK FRANCISCO

If you have not slready done so, Board requests
thet you plesse forward immediately or as soem as election
held, & certiffed transoript of the record of elestion
of reapresentative to Fedepsl Open Market Committes.

. - _.‘.,1\4-_1:11‘9:-
(igasd) Le B BRLEE

L EILE coPY
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FEDERAL RESERVE BANK

. [ . X
Vo) ’ s SL e

L ¥
(81]
(49 ]

Mr. Chester Morrill, Secretary, s
Board of Governors of the
Federal Reserve Systemn,
Washington, D. C.
Dear Mr. Morrill:
In the absence of Mr. Kettig, Deputy

Chairmsn, I have for acknowledgment your letter of Feb-

raury 25, 1936, with which you enclosed a copy of a
let;;r which Chalrmen Eccles addressed to Governor Harri-
son of the Federal Reserve Bank of New York, transmitting
a copy of an opinion rendered on the question whether
representatives of the Federal reserve banks on the Fed=-
eral Open Market Committee may be elected with limited
authority and subject to the condition that they will, as
members of the Committee, act in accordance with the in~-
structions of the Boards of Directors which elected them.

Your letter and enclosure will be handed
to Mr. Kettig when he returns to Atlanta.

Very truly yours,

7 e
WL e
L . . CIark ’
Secretary of the Board.

Pigitized for FRASER
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BOARD OF GOVERNORS 4% G e
. OF THE
,{*“ f"‘" FEBERAL RESERVE SYSTEM
f f 3,:_‘,[_;‘;\:\;_ X WASHINGTON '
SR E:
» J) DRES OFFICIAL CORRESPONDENC
QJHL e ® TO THE BOARD :
Caggunt

February 26, 1936.

Dear Mr. Morrill:

I have just received from Mr. Bethea a copy of an opinion
of Mr. Dreibelbis on the question whether the banking members of
the Federal Open Market Committee could be appointed by the Fed-
eral Reserve Banks with limited authority subject to instructiems
by the banks.

I concur in Mr. Dreibelbis' opinion. The Federal Open
Market Committee is amn independent board and it would be as ab-
surd to tie dom the banking members of this body by instructions
from the banks as it would be for the people of a state to elect
a Senator of the United States with limited suthority. The Senator
represents not alone his state but the whole country as well, and
the members of the Federal Open Market Committee likewise represent
the interests of the country at lerge. As Mr. Dreibelbis points
out, the functions of the Committee are to give orders to the Fed-

eral Reserve banks and not to receive orders from them.

Very truly yours,

%—2‘_

C. S. Hamlin,
SPECIAL COUNSEL.

Mr. Chester Morrill, Secretary,
Board of Governors of the Federal
| Reserve Systenm,

giized for FRASER ~ We.shingtom, D. C.
Qtp;//fraser.stlouisfed.org/
déral Reserve Bank of St. Louis
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BOARD OF GOVERNORS _ §
OF THE r7) 33,73 -V

FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

February 25, 1956,

Dear Mr. Norrill:

I have read carefully the opinion of Mr. Dreibelbis om
the matter of election of representatives of the Federal Reserve
banks to serve upcn the Federal Open Market Comaittee.

The opinion is clear and-foreible and.sots forth a pos—
sible interpretation of Section 12A of the Federal Reserve Act.
The‘statute, however, is seo ﬁgue that it is ixpossible to deter-
nineb by ordinary laws of conatruction just what icengress had in
mind.

According to the intelfgsztation placed upon the statute
by Mr. Dreibelbis, cox_xgress has in effect cresated an electoral col-
lege and has rearranged district lines fixed by the Organizatiom
Committee and hes consolidated the districts from the original
twelve into a very much smaller number in connection with the
selection of represemtatives upon sald Federal Open Market Com-
mittee. According to thia ;nterpretation also, the powers granted
to Federal Reserve banks under sub-section 7, Section 4, of the
Federal Reserve Act, have been materially reduced in that power
to bind the Federal Reserve bank is given its directors, as in-
dividuals, in comnection 'iﬁ individual directors of other Federal

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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Mr. Morrill - (2)

Reserve banks.

It should be borne in mind that the interests, economio
and financial, of the respective districts may be very diverse, and
that to give the power to choose a representative on sald Committee
by the individual votes of two or more boards of directors, may
seriously affed¢t the interests of one or the other of the Federal
Reserve banks.

The statute, as I have stated, is so vague that it seems
hardly possible to build up from it what the intention of Congress
was, butwif there is any other comstruction which would relieve us
from the necessity of accepting the theory that Congress has radi-
cally changed district lines as originally fixed by the Organigation
Commlttee and has radically reduced the power of the Federal Reserve
banks by giving to directors, as individuals, in cooperation with
directors of other banks, the power to bind the Federal Reserve bank,
I should prefer to seek for some construction which would not in-
volve such & radical deperture from the essential principles of the
Federal Reserve Act.

It should be remembered that the Federal Reserve banks
in their relations to one another (subject, of course, to the juris-
diction or power of the central body kmown as the Board of Governors)
are sovereign banks and I am reluctant to believe that Congress in-
tended to merge these banks together for the purpose of electing a
common representative on the Opemn Market Committee.

ttp://fraser.stlouisfed.org/
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Mr. Morrill -~ (3)

To my mind, it would certainly be consistent with the lang-
uage of the statute if in the first instance, the Federal Reserve
bank by vote of its directors should agree upon a representative on
the Committee and that the other bank or banks involved should take
similar action. They could then confer together and, if possible,
reach an agreement upon a given representative which agreement
should be referred back to the individual Federsl Reserve banks for
ratification by their boards of directors.

To my mind, this would be a much fairer method than to
merge the individual directors together into a kind of electoral
college. If such were done and there were two Federal Reserve
banks upon whom was imposed the duty of electing a common representa-
tive, it is conceivable that all the votes of one of the Federal
Reserve banks might be cast for "A", while all the votes in the other
Federal Reserve bank might be cast for "B" and you should have the
same danger of stalling that would exist if each bank cast in the
first instance only one vote. Or to go a little further, supposing,
under the electoral college theory, there were two candidates for
representation on the Committee, "A" and "B%, the nine votes of one
Federal Reserve bank are cast for "A" and the other Federal Reserve
bank has lost one director, we will say, because of death, but casts
the remaining eight voles for "B", the result would be that "A"
would be elected although every one of the living directors of one
Federal Reserve bank might be unalterably opposed to "A" as its com-

mon representative.

tp://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis



Digitized for FRASER

http://fraser.stlouisfed.org/

Reproduced from the Unclassified / Declassified Holdings of the National Archives

Mr. Morrill - (4)

The question may arise as to what would happen if the two
Federal Reserve bamks in question could not agree upon a common re—
presentative. It seems to me, however, that that question may fairly
be postponed until such contingency should arise. It is obvious, of
course, that in such a case the two or three banks in question would
have no representative on the Committee and the question then would
arise whether the Committee by regulation could prescribe some other
means by which a common representative might be elected, or it might
determine to refer the matter to Congress for its action. This, how-
ever, can safely rest until such a contingency should arise.

In conclusion, I would state as above, that while the inter-
pretation of Mr. Dreibelbis is a possible one, it involves such serious
changes in underlying features of the Federal Reserve System that I
would hesitate to accept it if some olther construction of the statute
can be found. I believe that such a construction can be found by
treating each Federal Reserve bank as a sovereign authority and en-
abling it to enter into a kind of treaty with the other Federal Re-
serve bank involved from which a common agreement may be reached and
referred back to each board of directors for its ratification.

Very truly yours, ,

C. S. Hamlin,
SPECIAL COUNSEL.

Mr., Chester Morrill, Secrstary,

Board of Governors of the Federal
Reserve System,

Washington, D. C.

Federal Reserve Bank of St. Louis
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Ny, George L. Barrisen, Governor,
Foderal Reserve Bank of New York,
Bew York, New York.

Dear Governor Harrisons . IV ,
L=y SRl 0hky b ik e i

In accordsnce with our comvgrsation ower the
telaphone last week, I am inclosing herewith for your
information, & copy of an opinlan/rendered by one of
the Board's Assistant Genersl Counsel and concurred
is by the Board's General Coumssl, on the gusstion
whether representatives of the Federal resarve banks
am the Federsl Open Market Commitise suy be olected
with limited suthority amd subjeet to the comdition
that they will, s members of ihe Committee, act in
accordance wiih the imstructions of the Boards of
Direstors which elected them.

Yery truly yours,

R el

Inclosure MTETES o
FEB2:1935  ogel ¢ 833

WV /sew

hip://fraser.stlouisfed.org/
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¥rse lrelbalbis, ‘mrket Lomsittes with linited aotherity,
Sekioteat Geoeral Tounas)
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Tebruary 24, 138¢

4y opinion hes been requested ac to whether recressntatives
ef the Federal Zeserve banks upen the “eder:l tpen ariet Coemxittee,
a8 provided for ln seetion 1A of the ‘ederal leserve io%, s weended,
may be siegbed with lluited wusherity acd sub‘eot to the sonditlon
Lmt they will, s menders of the Tomoltiee, sot in asooridncs with
tre instruerticna of the bsards el direstore eleoting then.

in ay opinlos representatives of the lederzl Heserve Lwnia
apem the fadersl Open Yerket Tumnitées may mot be eleoted with limited
aatheriiy %0 set sauly in secordans: with tle lwetruotions «f the hoards
of direestor: elzeting such nwsbers.

The prioery nurpose of Sesgress in oreatine the Federal Open
ariet Comnalties wan to M respeasidility Cor oper mariet eperatisqoe
in one hHedy with & netieval viewpoint, As & dopromise Letwwen i@
riews sf Siose wio heliewed zueh reeponelBility should be Fimed exsli-
sively In the Jese! of lowerneme 5 the ‘ederal feserve Fosten acd
those wio beligved wimt 1t enesld e Timed in 2 comdtbes coneistin
exelusively o the thes Tovernors o She Yedersl Kaserve hanig, secw
tion 124, as amended by the Sanking ot of 1988, prowided for & oome
nithes ooupose! of Lthe members »" the Soard 4t LVowsrners of the Federsl
fogerve Lystes and Tive repregentatives of the Federal Zeserve tanis.
nene the less, However, wax the Commitbes ereated ax » Bedy sheried
with the entire respesglibility for the condusd of opemmcarket o erutions
1 agsordanss with the gpoverning prissiples ~ Yhe Aot.

it iz st nifiownt that seotion 184 pravlides thet the Uoselttes
"ahall sonsist of the menbers of the Doar: of jovernors of tre ‘ederal
Hesarve “ystes snd Mwe representatives of the Tsderal Leserve hankz®,
and provides that sueh recresentatives ekall Le elncied Tomes Dy Lre
beards of direstars of thm Fadersl Hesarve Bu-te =7 Seston ~nd Few Yor:",
eto, The resresentatives of the benis sre slecte! by the several bnsyds
of direatars o7 the “eloral feserve hLankw we provped v seotlen 12, ek

@ﬂ :‘Wﬁ‘ e
3"0 < -l Ww,&f

A oipim

deral Reserve Bank of St. Louis



Jigitized for FRASER
tp://fraser.stlouisfed.org/

he Natignzl Archives

Board of Governors « ¢

smanded; but, when elected, they are representatives of all of the
Federal Reserve banks ard not representatives of the partieular banks
whose directors elested them., lHad Congress irtended that eash rspre~
sentative should be elscted as a representatiwve of the group of banks
sleoting such member, it would have so siated rather than to have
provided that suech memdbers should scnstitute “representativee of the
Federal Heserve barks™. It follows, therefors, that the duties and

obiigations of the Federal Reservs bank representatives upon the Fed-
sral Open larket Committes are to the country at large and not to any
one or proup of Federal Reserve banks.

Among other things, sestion 12A of the Federal Reserve Ast,
as amended, provides that "No Federal Reserve bank shsll ergage or
decline to engage in open-market transsstions under section 14 of this
Aot, except in sooordance with the direction of and regulations adopted
by the Committee, The Committee shell consider, sdopt, and transmit
te the several Federsl Reserve banks, regulations relating to the open-
merket transactions of such banke.," Thus, rather than reoeiving direot-
ions frau the Federal Reserve banks or the boards of directors of the

Federal Reserve banks, members of the Federal Open ¥arket Committee are

charged by law with glving directions to the Federal Reserve benks, and
the Federal Reserve benks are charged by lew with the duty of following
such direotions. Certainly it camnot be eaid, therefore, that repre-
gentatives of the banks on the Federal Open HMarket Committes are subject
%o instructlons given by the banks eleoting them when, by the plain
Yerns of the Ast, they mre charged with the duty of directing the benks
in the parformance of this partionlar funotion.

Thus, members of the Federsl Open Harket Committes are publie
of ficers charged with the duty of oonducting opem-market sperations of
the Federal Reserve System "with a view to aesommodating commerse and
busiress and with resard totheir bemring upon the genersl oredit situa-
tion of the country™. Of neesssity their deliberstions and estions muet
be oconfidentisl, To disseminate information sz to open-market policies
while being formulsted or while in the process of being exesutsd might
defest the results sought in the exeoution of such policies. Congress
must have so oonsidered when 1t provided in section 10 of the Fedaral
Reserve Aot that the Board of Governors of the Fedsral Reserve Systenm
should keep & complete record of the astion teken by the Federsl Open
Market Committes upon all guestions of policy relating to open-market
operations and should record therein the votes taken ir comnection with
the determiration of sush policies and the reasons underlying the astion
of the Committes snd should include in its smnusl report to Congrdss a
full sescunt of the action so teken during the preceding year. Had
Congress intended that the consideraetion and exsoution of open-market
policies be matters of public and current information there would have
been no necessity for requiring such report to it.

deral Reserve Bank of St. Louis
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Soord of * a4

Tho very font thot prorldod for th* report to bo
aodo to 1% rathor than to th* *o.iorol tieeerr* book* or thilr boardo
of dlrootort, 1* oignlfloaot* ootion XZK of th* >p-ior*l £000roo
-iot0 *o omondad, rogniroo opon**arkat oporatlono to bo oonduatod
Vith ra”ord to thoir boorInc apon th* gaavml orodlt oltaotlon of
th* gentry** C«o$roo«, asd not th* boord* of dtrootor* of tho *ov
oroOSloroi «iom bank*, to tho body orfcloh roprooaisto tho public
intoreot ond Congrooo, vhllo rooornliinf tho oo**fldantlol olmrMtor
of opoanaorkot oporotlon*, mo prorldod for roporto to bo raodo to it
o* tho body ro”rooontlng tho gonorol aolfl*ro of th* ooratory* “od
Cosigroo* intoodod t)mt tho Fadoiml Gpan Morisot Coaaittoo or *ny of
Ito nowbor* ohould MM o duty or raopooolbi llty to rop«rt to tho
Vbord* of dlrootoro of tho Fodorol Koeervo bottk* *uoh dutla* would
haro boon iftoladod in oaotlon 10 of tha Fodoral 8o*arro Aot#

~th roopaot to ptiblio offloors it ho* lone boon hold thot
ony oontroot or oitracaorrt tending to haaso* <* rootrlot ouoh offloor
In the duo perforooraoce of bio doty or efciob oooko to Iw>000 upon «uoh
offloor o rootrlotioo In oon”~ootion with tho osoroloo of hi* dl*orotion
i* 1llegal ond ooln*t pJblio polioy*

In tho oooo of =o™noldor Looaj <l n# 40 Co* T00, tho
oourt* quoting froo Oraonhool on Vubl lo Polioy, ototodi

*Aay oontroot whioh oootoffip Into* ooad&ot wfcieh
will onouat to on iwp— Itlco ngM o ptibllo offloor
In tho eooreioo of hi* dltorotlon 1* void# * * * *
Any oontroot by one ootin& in o roprooentotloe oop»»
city, efcieh r «trioto tho froo ownroloo of o dlooro~
tion oootod In hi* f*r tho publlo goo4f lo void.”

In tho oooo of tfowpboii f« Qffott* I&i S« W 401t tho oo*rt
ototodi

*x*x*x* Th* la* roquirM of o prubUo offloor
thot bo obeli tico hi* boot oklll o»4 juJflwrnt for tho
protootioo of tho pufeilo irtoroot, ond on o”~roommt
boforo hlo o”pointuont to divide th* fOeo of tho of*
rioo with oo ottoraey* if *u*ioined# olfht oorio*oiy
orlppio tho pubUo oorvloot * * * »*w

Clearly, aay offort to iwitriot o aanber of tho Fodornl Opon
%rkot Caaoittoo in tho ftoo ovoroloo of bio dloorotlon in tho ptibllo
int#root md for tha pobilo oolforo, by oonttoot cY otnorwi*** would
b* 1l1locol ond OiOisat pwblie polloy*

In tho lav of oorporatlooo# It lo w*li oottlod thot th* d.I™
orotlon of dlrootoro in forNoine thoir dotloo ooxmot bo liaitod or
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yaetriofeod ht *galx**t th* Infcorort of th* corporation with
t$* *to*kfr*id*r* or ot>orwlo**

fhmg im mamm r. Owtl*. £13 T $13, 119 I* r* 5«f§ It
i* utaiod*

** + * * In oorperat* bodl**# th* power* of th*
hoard of dlr**ter* ara# la * rary iiaportaiti *=*t
original &1 a»3*I*f;*t*4* Th* cMkhaldara do »*t
oosafor* nor mm th*y rovofc* tho** p*a*r*« * * * *

A* a jgonoral rul*fT th* *toMfchol<ft*r* oa&riot act 1%
r*lotlon to th* ordinary fea*ia*** of th* oar; nation,
nor 0*0 thay control th* dirootor* 1* th* oaorai**

of tha is thou Hy Tirt-u* of th*ir of*
fl1**» « * ¢ 0 0 *arly th* law do** &ot porait tk*

<t"0frha|r|er* to CﬂN"»‘"iﬁ]*t"IY Ta~n "~ dlr*wfo>
or* Covenee N TNt IR - T

In th* **** OF W**t w# Cssdaa, IM Ab £0?7* tho fieyr***
Court of th* $ait*d APttt*713*14 tfiat an *jpri<ain®% by * *t**irhol3«r of
* *orooration to "kmp anathar p«r*oa p«raaa*atly in plaoc* a* m offloar
of * oorporatlon mo woM no age>Ei**t pufclio policy, tluoo *u*h aa
aaat migiWfc r~«$ulr* a *%*ekh*li*r ** a dlrootor to not *w\trary to th*
tan* ist*r**t of a corporation*

la 11&1a*€oii w# Balfiotmao™ 19?7 $e 1* 576# th* aaurt *aidi

** 0 * * 4 a* (a W*lefc*id«r) boi th* tmhé&mt
right to dasaxat that asoli dlraaiar -tI**Imrga hi* doty
m m% ia aaaordaa** with bi* p«r*«a*l oosstraot™
Vat ia th* fe*t tat*r**t* of th* osrpfjratii* ticey r**
> 1> ao***

$th*r ***** to th* *** offaot or* *a*tb v* L*haa&fi, KS *e
17$, Ohio (1i24)i Ba*h vy* ~omaaMgh* 1?i Ala# SSI, -soTo, '"~$k (1912b
&*rilpp* r* S**amy«fe Hm *IllyU fi 1# tt* 91 (m o).

tt i* laocooo*ir*blo that Ooner**## la *re*tl»n th* F*d*ral
Op»o %rlot Canaltt*>v Tw th* mmmd p»rp*a* of aondaafelac opon”~iarkat
*|J*ratioso *%ith ro$*r™ to th*ir Maari”c apon th* f.*a*ral orodit *itua»
tion of ti* ootttttryj it*to4~<$ to or*at* a b*ay9 fir* -« xor* of whl*h
bo sm>" 0l>SS*at t* th* will of * body m I»odlo« *o»**m*i pril~
«aorily witbh loo«4d list*r**t*«

It 1* ay th*r*for*t that rofr**ont*tlro* of tho
F*40? fei teak* ypon tit* f*d*rai Op** “urfeat C«a*dtt** sswy act
b* ol*ot*4 with Ifcalt*4 author! Ty to aot la a*oorda™»0 with la*tm*V
ioa* of tho board* of dirootor* *t**tiag *o*b ns,,bor# aa4 that la th*
o<pvitt*t of th*tr offloo *a*fti r«rl>ao* ar* ~ liio offtear* oa”roi*!IN
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Joard of Govoruor« - ™

vijblio foaotlou* la th* interest of the pafcHo ** a whole, and not
noooMorlljr la tho tixfeor»«i 0f the particalor $,rmp «toottnr ttom=*

Koopooi fully eufcaitto™*.

J« F. BfWibolfcle*
AooUta”vt Gwswral CwbhU

X hosa gifoas oargfui oontidarotloa to th* a0 opinion
end ocaoar la It 1w ptotoly»

Aaltor %att,
JfPivtt fanomal o«mm»ol*
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Kr. 7. H, Curtiss, Chairmsan,
Federal Reserve Bank of Boston,
Boston, Nessachussttis.
Dear Mr, Curtiss:
There is inclosed for your information a copy of a
ﬁﬂae
letten ch Chairmean Eccles has written to Governor Harrison

A A

of the Pederal Reserve Bank of New York, transmitting a copy
A Qe ULFC

of an g@ rendered by one of the Board’s Assistant Gen-

ersl Owmsel and conourrsd in by the Board's General Counsel,

on the question whether representatives of the Federal re-

serve banks on the Federsl Open Market Commitise may bes slectad

with limited authority and subject to the condition that they
will, as members of the Committes, act in ascordance with the
inatructions of the Boards of Direetors which slected them.

Very truly yours,

f’n»w-y namdpe PP
i P Chnter Dl

Chester Morrill,
mt‘w.

COPY
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m‘» R, Le Au.tm, mm;
Federal Reserve Bank of Philadelphie,
Philadelphia, Pennia,

M M. Austing
'rmm i» inclosed for your information s copy of a

"‘-[ A7 T84
httar, vh.tch Chairmen Eocles han written to Governor Harrison

RN

of the Foderal Reserve Bank of New York, transmitting a copy
e e, §edTia

of an op!.n nndcm by ene of the Board's Assistant Gen-

ersl Coussel and concurred in by the Board's General Counsel, \
on the question whether representatives of the Federal re- | *‘
serve banks on the Federsl Opmn Market Committes mey be elested |
with limited authority and subjeet to the condition that they **

will, as semders of the Committes, att in acovordance with the
instructions of ths Boards of Directors which elected them.

Yery truly yours,

Chssater Moyrrill,

Sesratary.
4
\ \\~7 .
1 I LG L it NN
I 1 Faa ~, . ’,f e, 3y >
; : ; i{' < [ R ,..}/,’ ’
3 ‘ )y
! Nl N
Lk i Sl S e i
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Nr. B, 8. Btn'ko, Jr.,
Foderal Heserve Bank of Cleveland,
Cleveland, Ohio,

Dear lir. Burkes
Thers is inclosed for your information a copy of a

ENES Y
httﬂr thlch Chairman RBocles has written to Governor Rarrison

T

of the Federal Rcu}rvo Bné‘k ;gl" York, transmitting e copy
P L L f 4
of an opiuimﬁ rendered by one of the Board!s Assistant Gen~

srel Counsel and concurred in by the Board's Ceneral Counsel,
on the guestlon whether representatives of the Federal re~
serve banks on the Federsl Gpen Merket Committes may be elested
with limited authority and subjeot to the condition that they
will, ap members of the Commitiee, a6t in acoordance with the
instruotions of the Boards of Directors whioh elected them.

Yory truly yours,
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¥rs 7. A, Delane,

Deputy Chairman,

Federal Reserve Bank of Richmond,
Richmond, Virginis,

Dear Mr. Delano:

Thers is inclosed for your information a copy of a
/RIS

_letter which Ohairmean Eccles has written to Governor Harrisom

of the Podtrnl Reserve Bmk é New York, transaitting a copy

R e g

of an opmﬁ ‘rendered by on- of the Board's issistant Gen- \

" eral Counsel and conourred in by the Board's General Cowsel,
on the question whether representetives of the Federsl ree \\ S
serve banks on the Federal Open Narket Oommittes may be elected \
with lim{ted authority and subjest to the condition that they \

will, as nembers of the Committse, aet in accordance with the
instruetions of the Boards of Directors which elested them.

Very truly yours,

B3 y Phaasd
Boreads Chaster Momill

Chester Norrill,

Secrotary.
AN
v
Inclosures \
N
R B A U ST 4 Lo A
a B o ! L - { {" ,/ | l;:.; ,,,,, ,
i S R R e Vo N
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FEB 25 1033

Mr. W. H, Kettig, Deputy Chairman,
Fadorsl Reserve Bank of Atlanta,
Atlanta, Georgis

Dear Mr. Kettigs

(T RER

There is inclosed for your information a copy of a
Has/36
letter| shich Chairmen Eccles hes written to Governor Harrison
of the Faderal Reaerve Bank of New York, transmitting e copy
ALA. QI T4y
of an opinion{rendered by one of the Board's Assistant Gen-

eral Counsel and concurred in by the Board's Genersl Counsel,
on the cuestion whether representatives of the Federal re-
serve banke on the Federal Open Market Committee may be elected
with limited suthority and subject to the cond tion that they
will, es members of the Committee, act in accordance with the
instructions of the Boards of Directors which elected them.

Yery truly yours,

teanyif
agtor foith

(Signed; O
Chester Norrill,
Secretary
faf
nclosures

Aet, du 7// "7/ 3 ¢

[
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Br. Bugens M. Stevens, Chsirman,
Federal Reserve Bank of Chicego,
Chicago, Illinois.

Dear Mr. Stevens:
There is inclosed for your information & ocopy of a
Sy se
l-ttggé which Cheirmsa Eccles has written to Governor Harrison

of the Yederal Aﬁ:nmyﬂnk of l” York, transmitting a copy
of an opinion yendered by one of the Board's Assistant Gen-
eral Counsel snd ooncurred in by the Board's leueral Counsel,
on the guestion whether representatives of the Federal re-
serve banksa on the Federal Opan Market Committee may be elected
with limited euthority and subject to the conditiom:that they

will, es members of the Uommittes, act in eocordance with the

instructions of the Boards of Directors which elected them.
Very truly yours,
(Signzd, Choster Meall

Chester Morrill,
Secretary

m/fst

Inclosures

P
| i N

i [3 (( (\ R

" L imw::x \:*’ N i l
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FEB 25 193

M, :u 8. ‘Qﬁd’ Chnimu,
Yodoral Reserve Bank of 8¢t. Louis,
St. Louis, Missouri,
Désy Sirs
There is inclosed for your information a copy

povr Sra T
of ¢ mm-m Chairman Egcles has written to Governor
Herrison of the Federal Reserve Nank of ln York, trans-
nitting & copy of an ap’.n}op\rm one of the Board's
Agsistant General Counsel and concurred in by the Board's
Ogneral Counsel, on the guestion whether representatives
of the Federal reserve banks -n the Fedsral Open Narket
Committee mey Do slocted with limited suthority and subject
to the coudition that they will, as mexbers of the Committes,

et in sscordente with Yhe instructions of the Boards of

/ Dirgetovs which elested them,
P Very truly yours,
A7y
d ‘L

0
{Signed) Chaster Merri
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FEB 25 1936

¥, J, N, Peyton, Chairman,
Yaderal Reserve Bmx of Iﬂ.nmmna,
Mmeapolis, MHinnesota,

Dear Nr. Peytons
There is inclosed for your information s copy of

Ayl
. M vhiSZh Chairman Zecles has written to Joverner

Herrisom of thc r-e-m Reserve Bank of New York, transmit.

L Ahrpy= B M..
tincncowoflnopini ndomdbrmofthcbonrd'
Assistant Oeneral cmnl and concurred in by the Board's
Generel Counsel, on the question whether representatives of
the Federal reserve danks on the Federal Open Market Commit-
tee may be slected with limited suthority snd subjeect to the
condition that they will, as nemdbers of the Committes, ast in
accordante with the instructions of the Boards of Directors
which slected them.

Very truly yours,

TR QRPN SR AT PN SOV § PO
ot ! b ?‘r—r,’;'a‘ig

RO N F D I

Cheater Horrill,

Becretary.
Inclomures
Bk B (1 ({ =
3 by i { A5, sy \";\
i . iy L. N S’ AR
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Nre Jo Jo Thomas, Chairman,
Yederal Reserve Pank of Xansas City,
Kansas City, Missouri,

Dear My, Thonass

There is inclosed for your information & copy of
AfAT B e

a lmd which Chairmen Egeles has written to Covernor

Harrison of the Federal Reserve Bank of Naw York, transait-
ting s copy of an npuiau}roﬁfx?cdw’:i; o%%( g“;he Board's
Aspistant General Counssl and concurred in by the Board's
General Counsel, on the question whether representatives of
the Yederasl reserve banks on the Federal Open Market Commit-
tee nay De clected with limited anthority and subject to the
condition that they will, ass members of the Committes, act in
accordance with the iastructions of the Boards of Directors
which elected them,

Very truly yours,

{Sigmed) Chester Moref(S
Chester Morrill,
Secretary.
Inclosures,
gh
;5 _: C Q\“». \\K"\ f”//

SR T s RN

e

/‘{



Reproduced from the Unclassified / Declassified Holdings of the National Archives

2332

FEB 25 1005

¥, C, C, 'ﬂl.h’ Ch‘i!ﬂn,
Poderal Reserve Bank of Dypllas,
Dallas, Texas,

Dear Nr. Wylsh:
There is inclosed for your information a copy of

AIAT o
a htm\ which Chalrnan Eocles has written to Oovernor

Harrison of the Federal Reserve Bank of New York, tranmuite
ting & copy of an opinm%bﬁwit;; mﬁ:ﬁ, %ﬁ Board's
Assistant Goneral Counsel and concurred in by the Board's
General Counsel, on the question whether representatives of
the Yederal reserve banks on the Yederal Open Market Committee
aay be elected with limited euthority and mubject to the son~
dition that they will, as members of the Committes, aot in
agcordante with the instructions of the Boards of Directors
which elected them,

Vary truly yours,

iSigned) whesiet Matik
Chester Norrill,

Secretary.
Inclosures,
:ix i :: )( o '/(/',,,
|k P { ‘1 I s
1l L S W
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FER 25 1006

Mr, W, N. Noore, Deputy Chairman,
Yedaral Reserve Bank of San Francisco,
8an Francisco, California,
Dear ‘Mr. Moore:
There 1a inclosed for your information a copy of
a lcthr/%.lun Chairman Xccles has written to Governor

TV B

Harrison of the Federal Reserve Bank ef New York, transmit-

Bk Ao, IS L S 7N
ting a copy of an opinion rendered by cus of the Board's

Assistant General ;ul and concurred in by the Board's
General Counsel, on the guestion whether representatives
of the Federal reserve banks on the Federal Open NHarket
Committes nay de elected with limtited authority and sub-
Jeot to the condition that they will, as members of the
Committes, act in accordance with the instructions of the
Boards of Directors which elected them.
Very truly yours,

JSigned) Chester Morri®

Chester Morrill,
Secretary.

Inclosures,
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RECENVED

FEDERAL RESERVE BANK

Sirs:

oF NEWYORK

February 25, 19836.

I have for acknowledgment your letter of February 20, 1936,

enclosing copy of Mr. Xccles' letter to the Chairman of the Federal

Reserve Bank of Minneapolis, copy of opinion of the Assistant General

Counsel of the Board of Governors of the Federal Reserve System, and

copy of memorandum, all having to do with the subject of election of

representatives of the Federal Reserve Banks to serve on the Federal

Open Market Committee.

Please accept my thanks for the information contained in

the various documents.

Board of Governors of the
Federal Reserve System,

Washington, D. C.

ederal Reserve Bank of St. Louis

Respectfully,

N—\

Chairman.
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Form ¥. &. 131 .. ~OARD OF GOVERNORS L- ‘f EpS '
-, or THE 33331 INumbeo
FLOERAL RESERVE SYSTEM .
ffice C d
Office Correspondence Date_Jebruary 24, 1936
To ___Boerd of Governors Subject: .. Election..of representatives of .
Federal Reserve banks to l'ederal Open
From __¥r. Dreibelbis, . Yarket Committee with limited suthority.
Assistant Geuneral Counsel sro 1088
.

>,

s

iy opinion has been requested as to whether revresentatives
of the Federal Reserve banks upon the Federal Open liarket Committee,
as provided for in section 124 of the lederal Reserve Act, as amended,
may be elected with limited authority and subject to the condition
that they will, as members of the Comnittee, act in accordance with
the insgtructions of the boards of directors electing them.

OPIKICH

In my opinion representatives of the Federal Reserve banks
upon the Federal Open iarket Committee may not be elected with limited
authority to act only in ascordance with the instructions of the boards
of directors electing such members.

DISCUSSIOH

The primary purpose of Congress in oreating the Federal Open
Yarket Committee was to fix responsibility for open market operations
in one body with a national viewpoint. As a compromise between the
views of those who believed such responsibility should be fixed exclu-
sively in the Board of CGovernors of the Federal Reserve Svstem and
those who believed that it should be fixed in a committee consisting
exclusively of the then Governors of the Federal Reserve banks, sec-
tion 12A, as amended by the Banking Act of 1335, provided for a come
mittee composed of the members of the Board of Governors of the lederal
Reserve System and five representatives cf the l'ederal Reserve banks.
one the less, however, was the Committee oreated as a body charged
with the entire responsibility for the conduct of oven-market operations
in accordance with the governing principles of the Act.

It is significant that seetion 12A provides that the Committee
“shall consist of the members of the Board of Governors of the Federal
Reserve System and five represeutatives of the Federal Reserve banks",
and provides that such revresentatives shall be elected “one by the
boards of directors of the Federal Reserve Banks of Boston ond New York™,
etc. The represeuntatives of the banks are elected by the several boards
of directors of the Federal Reserve banz as grouped in section 124, as

ttp://fraser.stlouisfed.org/
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emended; but, when elected, they are representatives of all of the
Federal Reserve banks and not representatives of the particular banks
whose directors elected thems Had Congress intended that each repre-
sentative should be elected as a representative of the group of banks
eleoting such member, it would have so steted rather than to have
provided that such members should constitute “representatives of the
Federal Reserve banks". It follows, therefore, that the duties and
obligations of the Federal Reserve bank representatives upon the Fed-
eral Open liarket Committee are to the country at large and not to any
one or group of Federal Reserve banks.

Among, other things, section 12A of the Federal iteserve Act,
as amended, provides that "No Federal Reserve bank shall engage or
decline to engage in open-market transactions under section 14 of this
Act, except in accordance with the direction of end regulations adopted
by the Committee, The Committee shall oconsider, adopt, and transmit
to the several Federal Reserve bonks, regulations relating to the open-
market transactions of such banks." Thus, rather than receiving direct-
ions from the Federal Reserve bunks or the boards of directors of the
Federal Reserve banks, members of the Feder:sl Open Iarket Committee are
charged by law with giving directions to the Federal Reserve banks, and
the Federal Reserve banks are charged by law with the duty of following
such directions. Certainly it cannot be said, therefore, that repre-
sentatives of the banks on the Federal Open iarket Committee are subject
to instructions given by the banks electing them when, by the plain
terms of the Act, they are charged with the duty of directing the banks
in the performance of this particular function.

Thus, members of the Federal Open iarket Committee are public
officers charged with the duty of conducting open-market operations of
the Federal Reserve System "with a view to accommodating commerce and
business eand with regard totheir bearing upon the genersl credit situa-
tion of the countg%?. Of necessity their deliberations and actions must
be cont'idential. To disseminate information as to open-market policies
while being formulated or while in the process of being executed might
defeat the results sought in the execution of such policies. Congress
must have 8o considered when it provided in sesction 10 of the Federal
Reserve Aot that the Board of Governors of the Federal Reserve System
should keep a complete record of the action taken by the Federal Open
Harket Committee upon all questions of policy relating to open-market
operations and should record therein the votes taken in connection with
the determination of such policies and the reasons underlying the action
of the Committee and should include in its annual report to Congress a
full account of the action so taken during the preceding vear. Had
Congress intended that the consideration and exeoution of open-market
policies be matters of public and current information there would have
been no necessity for requiring such report to it.

deral Reserve Bank of St. Louis



Reproduced from the Unclassified / Dedlassified Holdings of the National Archives

igitized for FRASER
tp://fraser.stlouisfed.org/

-~

Board of Governors = .

The very fact that Congress provicded for the report to be
made to it rather than to the federal Heserve banizs or their boards
of directors, is significant. Section 12A of the l'ederal Reserve
Act, as amended, requires open-market operations to be conducted
"with regard to their bearing upon the general credit situation of
the countgz". Congress, and not the boards of directors of the sev-
eral Federal Reserve banks, is the body which represents the publioc
interest and Congress, while recognizing the confidential character
of open-marliet operations, has provided for reports to be made to it
as the body representing the general welifare of the country. Ead
Congress intended that the lederal Open :riarket Committee or any of
its members should owe a duty or responsibility to report to the
boards of directors of the Federal Reserve banks such duties would
have been ircluded in section 10 of the Federal Reserve Act.

With respect to public officers it has long been held that
any contract or agreement tending to hamver or restrict such officer
in the due nerforrance of his duty or which seekts to impose upon such
officer a restriction in conrection with the exercise of his discretion
is illegal and ajzainst public policy.

In the case of Schneider v. Local Union, 40 So. 700, the
court, gnoting from Greenhood on Public Policy, stiated:

"Any contract which contemplates conduct whieh
will amount to an imposition upon & public officer
in the exercise of his disoretion is volde * % % *
Any contract by one acting in a representative capa-
city, which restricts the free exercise of a discre-
tion vested in him for the publio good, is void.™

In the case of Campbell v. Offutt, 151 &. e 403, the court

stated:

"x % % % The law requires of a public officer
that he shall use his best skill and Judgment for the
protection of the public interest, and an agreement
before his appointment to divide the fees of the of-
fice with an attorney, if sustained, might seriously
oripple the public service: * * * *,%

Clearly, any effort to restrict a member .of the Federal Coen
kiarket Committee in the free exercise of his discretion in t%e publiec
interest and for the public welfare, by contract or otherwise, would
be illegal and against public noliey.

In the law of corporaticns, it is well settled that the dis-
cretion of directors in performing their duties cannot be limited or

deral Reserve Bank of St. Louis
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restricted by agreements against the interest of the corporation with
the stockholders or otherwise.

Thus, in ﬁanqgg ve Curtis, 223 N. Y. 313, 119 ¥, E. 559, it
is stated:

" % * % In corporate bodies, the powers of the
board of directors esre, in a very important sense,
original and undelegated. The stockholders do not
confer, nor can they revoke those powers. * * * *

As a general rule, the stockholders cannot act in
relation to the ordinary business of the corporation,
nor oan they control the directors in the exercise
of the judgment vested in them hy virtue of their of=
fice., * * * * Clearly the law does not permit the
stockholders to create a sterilized board of direct-
OrSe * % % *W

In the case of West v. Camden, 135 U, S, 507, the Supreme
Court of the United States held that an agreement by a stockholder of
a corporation to keep another person permanently in place as an officer
of a corporation was void as ageinst public policy, since such an agree-
ment might require a stockholcder as a director to act contrary to the
true interest of a corporation.

In Haldemen ve. Paldemen, 197 S. W. 376, the court said:

“x % * * And he (a stockholder) has the further
right to demand that each director discharge his duty
as such, not in accordance with his personal centract,
but in the best interests of the corporation they re-
present, * * x %

Other cases to the same effect are Lemb ve. Lehmann, 143 N, E.
276, Ohio (1924); Rush v. Aunspaugh, 179 Ala. 542, 60 So. 802 (1912);
bcripps ve Sweeney, 160 Mich. 148, 125 N. W, 72 (1910)

It is inconceivable that Congress, in oreating the Federal
Open liarket Committee, for the avowed purpose of conducting open-merket
operations “with regard to their bearing upon the general credit situa-
tion of the country", intended to create a body, five members of which
might be nmade obedient to the will of a body or bodies concernocd pri-
marily with local interests.

It is my conclusion, therefore, that representatives of the
Yederal Reserve banks upon the Federal Open kiarket Committee may not
be elected with limited authority to act in accordance with instruct-
ions of the boards of directors electing such menbers and that in the
conduct of their office such members are public officers exercising

Federal Reserve Bank of St. Louis
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public functions in the interest of the »ublic as a whole, and not
necessarily in the interest of the particular group electing then.

Respectfully submitted,

Je P. Dreibelbis,
Assistant General Counsel.

I have given careful consideretion to the above opinion
and concur in it completely.

Walter Wya
General Counsels
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Februa Y f'~"’-;-i‘:’ 1936,

533 e32-

TO: Board of Governors SUBJECT: wTlection of representatives
of Federal Reserve banks to Fed-
FROM: Mr. Dreibelbis, eral Open Market Committee with

Assistant General Counsel limited authority.

My opinion has been request®d as to whether representatives
of the Federal Reserve banks upon the Federal Open Market Committee,
as provided for in section 124 of the Faderal Reserve Act, as amended,
may be zlected with limited authority and subject to the condition
that they will, as members of the Committee, act in accordance with
the instructions of the boards of directors electing them.

OPINION

In my opinion represcntatives of the Federal Reserve banks
upon the Federal Open Market Committee may not be elected with lim-
ited authority to act only in accordance with the instructions of the
boards of directors electing such members.

DISCUSSION

The primary purpose of Congress in creating the Federal
Open Market Committee was to fix responsibility for open market
operations in one body with a national viewpoint. As a compromise
between the views of those who believed such responsibility should
be fixed exclusively in the Board of Governors of the Federal Re-
serve System and those who believed that it should be fixed in a
committee consisting exclusively of the then Governors of the Fed-
eral Reserve banks, section 12A, as amended by the Banking Act of
1935, provided for a committee composed of the members of the Board
of Governors of the Federal Reserve System and five representatives
of the Federal Reserve banks. None the less, however, was the Com-
mittee created as a body charged with the sntire responsibility for
the conduct of open-~market operations in accordance with the govern-
ing principles of the Act.

It is significant that section 12A provides that the Com-
mittee "shall consist of the members of the Board of Governors of
the Federal Reserve System and five representatives of the Federal
Reserve banks", and provides that such representatives shall be
elected "one by the boards of directors of the Federal Reserve Banks
of Boston and Now York", etc. The representatives of the banks are
elected by the several boards of directors of the Federal Reserve
banks as grouped in section 124, as amended; but, when elected, they
are representatives of all of the Federal Reserve banks and not
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representatives of the particular banks whose directors elected them,
Had Congress intended that each representative should be clected as

a representative of the group of banks electing such member, it would
have so stated rather than to have provided that such members should
constitute "representatives of the Federal Reserve banks'". It follows,
therefore, that the duties and obligations of the Federal Reserve bank
representatives upon the Federal Open Market Committec arc to the
country at large and not to any one or group of Federal Reserve banks,

Among other things, section 124 of the Federal Reserve Act,
as amended, provides that "No Federal Reserve bank shall engage or de-
cline to engage in open-market transactions under section 14 of this
Act, except in accordance with the direction of and regulations adopted
by the Committee. The Committec shall consider, adopt, and transmit
to the several Federal Reserve banks, regulations relating to the open-
market transactions of such banks." Thus, rather than receiving direct-
iong from the Federal Reserve banks or the boards of directors of the
Federal Reserve banks, members of the Federal Open Market Committee are
charged by law with giving directions to the Federal Reserve banks, and
the Federal Rescrve banks are charged by law with the duty of following
such directions. Certainly it cannot be said, therefore, that rcpre-
sentatives of the banks on the Federal Open Market Committee are sub-
ject to instructions given by the banks electing them when, by the plain
terms of the Act, they are charged with the duty of directing the banks
in the performance of this particular function.

Thus, members of the Federal Open Market Committee arc public
officers charged with the duty of conducting open-market operations of
the Federal Reserve System "with a view to accommodating commerce and
business and with regard to their bearing upon the gemnerzl credit situa-
tion of the country". Of necessity their deliberations and actions must
be confidential. To disseminate information as to open-market policies
while being formulated or while in the process of being cxecuted might
defeat the results sought in the execution of such policies. Congress
must have so considercd when it provided in section 10 of the Federal
Reserve Act that the Board of Governors of the Federal Reserve System
should keep a complete record of the action taken by the Federal Open

- Market Committee upon all questions of policy relating to open-market
operations and should record therein the votes taken in connection with
the determination of such policies and the reasons underlying the action
of the Committee and should include in its annual report to Congress a
full account of the action so taken during the preceding year. Had
Congress intended that the consideration and execution of open-market
policies be matters of public and current information there would have
been no necessity for requiring such report to it.
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The very fact that Congress provided for the report to be
made to it rather than to the Federal Rescrve banks or their boards
of directors, is significant., Section 12A of the Federal Reserve
Act, as amended, requires open-markect operations to be conducted
"with regard to their bearing upon the general credit situation of
the country". Congress, and not the boards of directors of the sev-
eral Federal Reserve banks, is the body which represents the public
interest and Congress, while recognizing the confidential character
of open-market operations, has provided for reports to be made to it
as the body representing the general welfare of the country. Had
Congress intended that the Federal Open Market Committee or any of
its members should owe a duty or responsibility to report to the
boards of directors of the Federal Reserve banks such duties would
have been included in section 10 of the Federal Reserve Act.

With respect to public officers it has long been held that
any contract or agrcement tending to hamper or restrict such officer
in the due performance of his duty or which seeks to impose upon such
officer a restriction in connection with the exercise of his discretion
is illegal and against public policy.

In the case of Schnecider v. Local Union, 40 So. 700, the
court, quoting from Greenhood on Public Policy, stated:

"Any contract which contemplates conduct which
will amount to an imposition upon a public officer
in the exercise of his discretion is void. # * ¥* %
Any contract by one acting in a representative capac-
ity, which restricts the free exercise of a discre-
tion vested in him for the public good, is void."

In the case of Campbell v. O0ffutt, 151 S. W. 403, the court

stated:

Me % 3 % The law requires of a public officer
‘that he shall use his best skill and judgment for the
protection of the public interest, and an agreement
before his appointment to divide the fees of the of-
fice with an attorney, if sustained, might seriously
cripple the public service: ¥ 4 3 st n

Clearly, any effort to restrict a member of the Federal Open
Market Committee in the free exercise of his discretion in the public
interest and for the public welfare, by contract or otherwise, would
be illegal and against public policy.

In the law of corporations, it is well settled that the dis-
cretion of directors in performing their duties cannot be limited or
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restricted by agreements aginst the interest of the corporation with
the stockholders or otherwise,

Thus, in Manson v. Curtis, 223 N. Y. 313, 119 N. E. 559, it
is stated:

"¢ % ¥ ¥ In corporate bodies, the powers of the
board of directors are, in a very important sense,
original and undelegated. The stockholders do not
confer, nor can they revoke those powcrs. * 3 3 3t
As a general rule, the stockholders cannot act in
relation to the ordinary business of the corporation,
nor can they control the directors in the exercise
of the judgment vested in them by virtue of their of-
fice. 3 % 3t % Clearly the law does not_permit the
stockholders to create a sterilized board of direc~-
tors, % 3 %

In the case of West v. Camden, 135 U. S. 507, the Supreme
Court of the United States held that an agreement by a stockholder of
a corporation to keep another person permanently in place as an officer
of a corporation was void as against public policy, since such an agree-
ment might require a stockholder as a director to act contrary to the
true interest of a corporation,

In Haldeman v. Haldeman, 197 S. W. 376, the court said:

"¢ % 3% ¥ And he (a stockholder) has the further
right to demand that each director discharge his duty
as such, not in accordance with his personal contract,

but in the best interests of the corporation they repre-
sent, ¢ 3% 3¢ 3ew

Other cases to the same effect are Lamb v. Lehmann, 143 N. E.
276, Ohio (1924); Rush v. Aunspaugh, 179 Ala. 542, 60 So. 802 (1912);"
Scripps v. Sweeney, 160 Mich. 148, 125 N. W. 72 (1910).

It is inconceivable that Congress, in crcating the Federal
Open Market Committee, for the avowed purpose of conducting open-market
operations "with regard to their bearing upon the general credit situa-
tion of the country", intended to crcate a body, five members of which
might be made obedient to the will of a body or bodies concerned pri-
marily with local interests.

It is my conclusion, therefore, that representatives of the
Federal Reserve banks upon the Federal Open Market Committee may not
be elected with limited authority to act in accordance with instruc-~
tions of the boards of directors electing such members and that in the
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conduct of their office such members arc public officers exercising
public functions in the interest of the public as a whole, and not
necessarily in the intcrest of the particular group electing then.
Respectfully submitted,
(Signed) J. P. .Dreibelbis

J. P. Dreibelbis,
Assistant General Counsel,

I have given careful consideration to the above opinion
and concur in it completely.
(Signed) Walter Wyatt

Walter Wyatt,
General Counsel,

1
i
\

lqitized for FRASER
tp://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis



igitized for FRASER
Wip://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis



! Reproduced fromm the Unclasshied / Declassified Holdings of the National Archives

Wby@/ FEDERAL RESERVE BANK
A OF DALLAS

C.C.WALSH
CHAIRMAN OF THE BOARD

AND FEDERAL RESERVE AGENT February 24, 1936
RECEIVED
FEDERAL RESERY: r
Board of Governors of the 1936 rra 27 A 9 10

Federal Reserve System
Washington, D. C.

Attention Mr. Chester Morrill, Secretary

Gentlemen:

Receipt is acknowledged of your letter of Febru-

w,_{ outlining the Board's position in regard to

(a) the premature election by a certain Federal reserve
bank of its President as a member of the Federal Open Mar-
ket Committee, and (b) the functions and powers of persons
chosen by Federal reserve banks to serve as alternates of
their respective representatives on the Federal Open Market
Committee.

As instructed, I have informed each member of

our board of directors of the contents of your letter.

Yours very truly,
cewa«;g

Chairman of the Board

Gf/“\«l/&. I :M\/{

i FIEV
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FEDERAL RESERVE BANK 535"

oF NEWYORK

February 21, 1936.

Dear Mr. Morrill:

Receipt is acknowledged of your letter of February 19,

1936 concerning the official appointed, and the manner of his
appointment, by one of the Federal reserve banks, as a member
of the Federal Open Market Committee.

This letter was presented to our board of directors
et its meeting on February 20, 1936.

Very truly yours,

i

Chairman.

Mr. Chester Morrill,

Secretary, Board of Governors of the
Federal Reserve System,

Washington, D. C.
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February 20, 1936.

kr. Frederio H, Lurtiss, Chairman,
Federal Reserve Bank of Boston,
Boston, lssssohusetts.

Dear lr. Curtlsst ‘:‘-)f&é}ﬁi

Theré 1s inelosed for your informstion a
oopy of a Iottorauhioh My, Egeles has addreesed to ir.
Jo No Payton, "Chatrman of the Board of Dirsotors of the
Federal Reserve Bank of Minneapolis, transmitting, in
accordeance with his request, a copy of an opimion of the
Board's Counsel with reference to the question of whsther,
in electing representatives of the Federal Heserve banks
to serve on the Federal Open larket Lommittes, each dir~
eotor “as a vote or sach bank has one. A ocopy of suoch
opinion is aleo incloeed, together with a csopy of the
memorardum setting forth one sugzested prosedurs for
holding suoch elections.

Very truly yours,
L 2

Chester iorrill,
Seoretary.

Ivolosures.

JrD felb T
sl T

Dictars!

i

R
{
N
i
VN
{ '
(&
—
[ -

f

1
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Fobruary 20, 198é.

¥r. Jo He CQ”. Chairman,
Federal Reserve Bank of lew York,
New York, Kew York.

Dear iir. Cases -

here is inclosed for your informmtion e copy
of & letter whieh Nr. Zceles has addressed to ir. Je Ko
Peyton, Chairman of the Board of Diroetors of the Federal
Rogerve Bank ef kimneapolis, transmitting, in aceordaneo
with his request, & sopy of an eopinien of tho Board's
Counsel with rofsrenee to the guestion of whether, in
electing reprosentatives of the Federal Xoserve banks to
sorve on the Fedoral Open Market Committee, omeh dirsotor
has & vote or osch bank has omo. A eopy of suoh opinion
is slso inclosed, together with a copy of the memoreandum
setting forth one suggested procoduro for holding sueh
elections.

Very truly yours,

Chester Morrill,

Seorotary.
CTiER L'S OFFIC
ALCT»NSE A
Dic ""AWTNOOQOO"
posieved YI.. ue-b Sessenens
Revised DY. .. W
4{." V.MJ
Lt B V7536
> S ey N o g w,
e f? §§ " {f s )} iiv_ “iﬁ”
U L U:;.'_'f:..’.'j LE_:::J \:.{/7 '\\\” ’;// 5. ij
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February 20, 1936.

ire Ke Lo Austin, Chairmsn,
Federal Leserve Bank of Philadelphias,
Philadelphisa, Pennsylvania,

Dear iir. Austins

=2k 0f %m

} There is inclosed for your information a copy
of & lotter{ which Mr. Ecoles has addressed to kr. J. N.
Feyton, Chairman of tho Board of Direotors of tho Federal
Regerve Bank of Minneapolis, transmitting, in scoordenco
with his request, a copy of an opinion of the Board's
Counsel with reference to the gquestion of whether, in
electing representatives of tho Federal Heserve banks to
serve on tho Federal Open iarket Committes, each director
has a vote or sach bank has one. A eopy of such opinion
1s also inclosed, tegether with a copy of the memorandum

setting forth one suggested procedure for helding suoh
elections.
Very truly yours,
F (Sigred: Shgnter Mol
Chester ¥orrill,
Seoretary.
Inclosures.
JPD/ebb

GENERAL COUNSEL'S OFFICE,

itized for FRASER
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February 20, 1936.

ire Be S Burko, J!"o. Aoting Chnimn,
Federal Heserve Bank of Cleveland,
Cleveland, Ohio.

Dear dr. Burke:r

AR of e

!"There is inclosed for your information a copy
of uhgottqgjuhioh ¥r. Ecoles has addressed to kr. J. N.
Peyton, Chairman of the Board of Direotors of the Pederal
Reserve Bank of iinneapolis, tramgmitting, in socoordanece
with his request, & sopy of an opiniom of the Board'e
Coungel with reference to the gquestion of whether, in
eleoting representatives of the Federal Heserve banks to
serve on the Federal Upen Karket Committee, each director
hag & vote or esash dank has ons, A copy of such opinion
is 2ls0 inclosed, together with a oopy of the memorandum
settirg forth one suggested prosedure for holding sueh

eleotions.
Very truly yours,
(S%Enéd} Chofier Wt
Chester Morrill,
Sesretary.
Inclosures.
JPD/ebb

Lt oIIAL SOUNSEL'S OFFICE,

e
e B
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February 20, 1836,

¥re Frederio A, Uslano, Deputy Chairman,
Federsl Reserve Bank of Richmend,
Riohmond, Virginias.

Dear Mr. Delanos
3a

/ "There is inclosed for your information & ecopy
of a _letter whioh iir. Eocles has addressed to ir. J. N.
reyton, Chairman of the Board of Dirscters of the Foderal
Reserve Bank of Minneapolis, transmitting, in ecoordance
with his request, a cepy of an opinion of the Board's
Counsel with reference to tho guestion of whether, in
electing representatives of the Fedoral Reserve banks to
sorve on the Federal Open Market Committee, omch director
has & vote or eaoh bank has one. A oopy of such opinion
is aleo inclosed, tegether with a eopy of the memorandum
setting forth one suggested proesdure for holding suoh

elestions.
Very truly yours, |
{Slomods Chesto Mo
Chegter lNorrill,
Seoretary.
Inolosures.
JPD/ebb

G {ZRAL COUNSEL'S OFFICE,

fi~zted by

eWoessnseey

I il DY i eseaee [EXYYEYY ] X]

Revised bY..vesnevasansnposs
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February 20, 1936.

Mr. W. Ho Kettig, Deputy Chairman,
Federal Regerva Bark of Atlanta,
Atlanta, Georgla.

Dear Xr. Kettig:

3o (d

f There is inclosed for your information a copy
of & letter which kr. Eecles has addressed to Mr. J. N,
Peyton, Chairman of the Board of Direotors of the Federal
Heserve Bank of liinneapolias, transmitting, in accordance
with his request, a copy of em opinion of the Board's
Counsel with referensce to the question of whether, in
electing representatives of the Federal Reserve banks to
serve on the Federal Upen liarket Committee, eeeh director
has & vote or each bank has one. A oopy of sueh opinien
is also inclosed, together with a oopy of the memorandum
setting forth one suggested procedure for holding sueh

eleotions.
Very truly yours,
’ RPN
\Sgﬂéﬂ“ PRERE DR ST H
Chester iorrill,
Becretary.
Inolosures.
JPD/ebb
GENERAL COUNSEL'S OFFICE,
Dictated b A T
Approved DY..venees venssaneen
! N oo
Pl | i = - [,{a N / {,’ \i> i . “v,i .‘v*.'.”
[T § f Y - ol 1 34 } , e - 3 ‘;
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February 20, 1936.

¥r. Ko Ke Stevens, Chairmen,
Federal Eeserve Bank of Chieago,
Chiomgo, Illinois.

Dear Mr. Stevens:

A0/ %6

There is inclosed for your information a copy
of & letter whioh kr. tocles has addressed to iir. J. K.
Peyton, Chairman of the Board of Direstors of the Federal
Hegerve Bank of Jiinneapolis, transmitting, in accordance
with his request, a copy of an opinion of the Board's
Coungel with referense to the questien of whether, in
electing representatives of the Federal Regerve banks to
serve on the Federal Upen darket Committee, each direstor
has a vote or eash bank has ome. A eopy of such opinien
is also inclosed, together with a ocopy of the memorandum
setting forth one suggested procedure for holding sush

elections.
Very truly yours,
r 4 v v !
i Chegter liorrill,
[ Seoretary.
Inclosures.
JPD/ebb
GENERAL COUNSEL'S OFFICE,
Dictated b o £ '.."....-
Approved by ...... XYY YTYYYTY X

Ravised DY..eeecsncanncasane

§
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Dictated byed’

233,
February 20, 1836.
¥re Jo 8¢ Wood, Chairman,
Federal LHeserve Bank of St. Louis,
St. Louis, éigsouri,
Dear ¥r. %oed) _
Ao
/ There i1s ineloeed for your informatiom a copy
of a . whioch lr., Eocles has addressed to kr. J. XNe¢

Peyton, Chairman of the Bosrd of Direetors of the Federal
Regerve Bank of Kinneapolis, transmitting, in accordance
with his regquest, s oopy of an opirion of tho Eoard's
Counsel with reference to the guestion of whether, in
electirg representatives of the Federal Reserve banks to
sorve on the Federal Open Market Committee, each direotor
hes & vote or each bank hes one. A copy of suoh opinion
is also inclosed, together with a copy of the memorapdum
setting forth one suggeated prooedure for holding sueh
slestions.

Very truly yours,

Nt A
i

Chester lorrill,
Seoretary.

Inclosures.

JPD/ebb

GERERAL COUNSEL'S OFFICE,
. AR XNERAXRE]

Approved DY..veesnensonseenss

Revised bY..eeeesnsssassssen

Digitized for FRASER
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February 20, 1936.

¥r. Je Jo Thomms, Chalirman,
Federal LReserve Bank of Kansas City,
Kansas City, iissouri.

Dear ir. Thommss

Afa0f 2

! There is inclosed for your information s copy
of o ;g&jaziwhich Mre Eccles has addressed to Mr. J. N,
feyton, Chairman of the Board of Direetors of the Federal
Beserve Bank of iinneapolis, transmitting, in accordsnce
with his request, & copy of en opinion of the Board's
Counsel with referenoce to the question of whethsr, in
electing representatives of the Federal Reserve banks to
serve on the Federsl Open Xarket Committee, eamch director
hes & vote or emch bank has one. 4 oopy of sush opinion
is also inclosed, together with a copy of the memorandum
setting forth one suggested procedure for holding such
elections.

Very truly yours,

s P magan B Eaweltd
sniones LGOI i
Dl

Chester liorrill,

Seoretary.
Inclosures.
JPD/ebb
GERCAL COUHSEL'S OFFICE,
Dictated b e iaianene
Approved bY.ievene YY)
Revised by.......u..-.uno/
I e, TR e 4T
,,. D [ PN
i/{' {5 \}> i e AN
NSRS 1
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February 20, 1936.

¥re Co Co %aleh, Chairman,
Federal EHesgerve Bank of lmllas,
Danllas, Texas.

Dear xr. #alshs

W&ka

J There is inclosed for your information a copy
of a_jatter vhich Nr, Eeocles has addressed to ¥r. J. N,
feyton, Cheirman of the Board of Directors of the Federal
Reserve Bank of adipneapolis, transmitting, in aoccordance
with hls request, s« copy of an opinion of the Board's
Counsel with refersnce to the gquestion of whether, in
eleoting representatives of the Federal Reserve bdanks to
sorve on the Federal Upen karket Committes, each director
hag & vote or each bank hes one. A copy of such opinion
is also inclosed, together with a ocopy of the memorandum
setting forth one suggested proeedure for holding such

elections.
Very truly yours,
. v "\‘\’ii
" A Q € [ - ,
’\%lii;?f"/«if b I& E2) L
Chester korrill,
Seoretary.
Inclosures.
JPD/ebb
GENERAL COUNSEL'S OFFICE,
Dictated W;..-’
Approved by. ..., Pesspsesened
Rovised DY.oeovososeecsstide
A T ey e
i.\{. i\yk ;’2;’ gi" 1:”
Ve s 1
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February 20, 1936.

¥r. Walton N. Moore, Deputy C‘hairman,
Federal Keserve Bank of San Franeiseo,
Sen Franoisco, California.

Dear Yr, lioores

; ,{ L

- There 1 insloged for your information a copy
of & letter whioh Mr. Ecolas has addressed to Xr. J. N.
Feyton, Cheirman of the Board of Directors of the Federal
Reserve Bank of iinneapolis, tranmmitting, in seoordence
with his request, a sopy of an opiriop of the Board's
Coungel with reference to the question of whether, in
electing representatives of the Federal Reserve banks to
sorve on the Federal Open karket Committee, each director
hes & vote or easch bank has one. A oopy of sueh opinion
1s algo inclosed, together with a copy of the memorandum
setting forth one suggested procedure for holding sueh
eleations.

Very truly yours,

ey Ohetier g / ‘
Chester Morrill,
Searetary.
Inclosures.
JFL febb
GENERAT COUMSEL'S GFFICE,
Dictated Oy A7 K.  Lfrrreaane
puprovad BY Lo ca v
J 2 ek RS ~ TN S
R4 !‘%fd D'Y . -ia;- ‘e l/( N ;‘/ < , «;‘ f “; v x_\ v
- b i ! | K ;
i% E! \f\ v (\\ /"‘j ‘ \z
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lirse Jo Be Poyton, Chairman,
Federal Ressrve Bank eof iimneapolis,
Einveapolis, iilnnesota.

LDosr ¥r. Peytonm:

In accordance with your request, I am Inclesing
herewith for your informatiom & copy of an opiniom by
one of the Beard's Assistent Genersl Counsel, concurred
in by its Gameral Counssl, on the question of whether,
in eleoting representatives of the Federal Reserve banks
on the Federal Upen Market Committee, oach director is
entitled to one vote, or esch bank 4s entitled teo ome.

ilso, as requested by you, I am imclesing a copy
of a memorandum setting out onme method of procedure whish
has been sug ested in comnnection with holdinmg suoh elections.
This, of course, does mot imply that it is the only one
whieh may be followed.

Very truly yours,

¥e. 8. E‘.l".

Chairman.
Inclosures.
(7Ji%z/ebb W/
CoL . T RN
i . T / rg § A ‘
| QR t (A8} i sy
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

February 20, 1936

¥re Je e Poyton, Chairmn,
Fedoral Heserve Bank of iiimneapolis,
kinneapolis, iiinnesots.

Lesr ¥re Poytom:

In sccordance with your request, I am inclooing
herewith for your information & copy of an epiniem by
one of the Sosrd's Assistant lUemeral Ceunsel, cenourred
in by its Gemeral Counsel, om the quostiom of whether,
in eleoting representatives of the Federal Reserve benks
on the Federsl Upen Harket lLommittse, sach direetor is
sntitled to one vete, or esch bank is entitled te ome.

~1ls0, e requosted by you, llam imclosing a cepy

of & memorandus setting out one of procedure whish
hes been sug ested in connectl th Yelding such elections.
This, of courss, does mot t it 1s the only ome

which may be followed.

@@ Very truly yours,
. B f "ﬁ }

¥e S. Eesleo,
Cheairmene.

C Inclosures. %j
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One Suggested Procedure for Holding Election

of Representatives of Federal Reserve Banks

to sembership Upon Federal Cpen market
Committee

I

In view of the fact thet esch election of revresentatives
of Federal Keserve banks to membership on the Federal Upen iarket
Committee is by the directors of two or three different Federal Re-
serve banks & practical problem as to the method of conductin; such
election has arisen. Without in anywise suggesting the impropriety
of some other form of election, the following has been suggested as
one practical means by which such selection coula be conducted.

l. The boards of directors of each of the several Federal
reserve banks as grouped in section 12A of the Federal Reserve Act
could mutually agree upon some officer of any of such banks to act
as teller in the conduct of such electiomn.

2. Bach board of directors of & Federal Reserve bank
within a particular group of Federal Reserve banks could then nomi-
nate from among the full time regularly acting executive officers
of such banks comprising such group one or as many candidates as the
members of such board might desire and forward such nominations to
the teller already eppointede.

3e The teller after receipt of all nominations could
vrepere ballots and forward the same to each director of a Federal
Reserve bank in the group for which such teller was actinge.

4, dach director could then cast his vote with the teller
and after each director had had & reasonable or agreed time within
which to cast his vote the teller could canvas the ballots and an-
nounce the results of the election.

5+ Candidates would be elected by & plurality of the votes
cast and in the event of & tie it would be necessary to hold another

election. ,

.......‘"t

TES O
FEB 201936

> 4

Federal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

YARD OF GOVERNORS
OF THE
FEDERAL RESERVE SYSTEM

Office Correspondence Date_February 20, 1536.

To Board of Jovernors Subkxh Llection of Federal Reserve bank's
revresentatives to Federal Open
From _iir. Ureibelbis, Assistant General Counsel.  uiarket Lommittee.

i f

L &4 ;f‘

FEFE FR. 131 ';sfhiZFBM'anqmiiw“”

&§PO 16—852

I. QUESTION PRESENTED

My opinion has been requested a&s to whether in the election
of representatives of the Federal Reserve banks to the Federal OUpen
iarket Committee, pursuant to the provisions of section 12A of the
Federal Reserve Act, es amended by ths Banking Act of 1935, each bank
or each board of dirsctors of a bank as a unit is entitled to one vots,
or whether each directcr is entitled to a vote. -

Il OPINION

It is my opinion that section 12A of the Federal Reserve Act,
as amended by the Banking Act of 1935, creates an electoral body composed
of the directors of the Federal Keserve benks as grouped in said sec-
tion for the ourpose of electing a member to the Federal Upen liarket
Committee and that each director is entitled to cast a vote in the
election.

! ITT. DISCUSSION

Section 124 of the ¥ederal Reserve Act provides for reore-
sentation of the Federal Reserve banks upon the -Federal Open iiarket
Committee by the election of five members to the Committee. It is
provided that such representatives shall be elected "“one by the boards
of directors of the Federal Reserve Banks of Boston and lew York," etc.

No discussion oeccurred in the hearings before the House and
Senate Committees or in the debates as to whether it was contemplated
that each board of directors should vote as a unit, thus giving each
bank one vote, or whether the voting should be by the directors of each
bank, thus giving each bank nine votes.

It is hardly conceivable that Congress intended thet each
board of directors should vote as a unit, because this could frequently
result in deadlock. It is well settled that where the meaning of a
statute is not free from doubt it will be given that construction
which leads to vpractical and not impractical results. Missouri Pacific

28 0EFeEssserapans-
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nailroad Lompany ve Holt, 293 Fed. 155. certiorari denied 264 TU. S.
5843 likewise it will be given that construction which will carry out
rather then defeat the curpose of the legislature. The tmily and the
Carolyn, 9 iheat. 38ls Also it has been said that "where sreat in-
convenience will result from a vurticular coustruction that construc-
tion is to be avoided unless the meanirg of the legislature is plain.
United States ve Figher, 6 U. S. 358,

ihus, in election cases upholdirg elections by plurality
rather than by majority, courts have based their decisions upon the
grourds that "any system of parlidmentary tactics, or any condition of
membership, however well meant, calculated to defeat such an organi-
zation, or any consgtruction of the statute leading to such result,"
shoulc. be avoided.

This is illustrated by the following quotation including
the foregoing one from the case of State v. Anderson, 12 N. k. 6663

"In this state the plurality principle hes been
and is applied zererally to elections. * * * The legislature
rot heving designated any mode of electing the officers at
the organigation of the council, nor prescrited the number of
votes necessary to elect, but simply required the members to
organize by ‘electing', it is a fair inference, in the ab-
sence of anything to indicate a different intent or meaning,
that the term 'electing' wus used in its nopular and generally
received sense of choosing by a plurality of votes. This in-
ference is aided by the context, as well as by the manifest
object of the statute. Une leadirg purvose was to effectuate
a nrompt, if not an immediste, organization. as is said by
Johnson, J., in State v. Green, 37 Uhio St. 232; 'The council
is charged with an important vublic trust. It is essential
to the exercise of that trust that a sneedy orgenization
should be had.' 'They (the members present, if a quorum)
shall forthwith proceed to organize,' is the ummistakable
language of the statute. ‘'.here the guestion involved is
difficult of solution, any system of parliementary tactics,
or any conduct of members, however well meant, calculated to
defeat such an organization, or any construction of the
statute leading to suoh result, will not be favored unless
clearly required by the terms of the lawe'" 12 N.&. 656, 658
{Ohio, 1887)

Skould the vertinent portion of section 12A be interoreted
as allowing each bank or each board of directors us & unit one vote, es
distinguished from allowiry each director of a Federal Reserve bank a
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vote, the power to deadlock an election and even to defeat the will

of the majority would be put within the hands of & minority. For in-
stance, in a case where two Federal iieserve banks are grouped together,
five directors of one bank might favor candidate 4, while the other
four directors and the nine directors of the other bank might favor
candidate Be In such case the five directors could control the vote

of the board they represented anc thus deadlock the election. In a
cagse where three Federsl ieserve banks are grouped together, five
directors of each of two barnks might favor candidate A, whereas the
other directors of such banks, together with the nine directors of the
third benk, might favor candidete Bs In such case ten directors of two
Federal reserve banks would control the election, as against the wishes
of seventeen other directors. Such a construction could result in sreat
inconverierce, would be impractical, and might defeat rather than carry
out the ourpose of the legislature.

In addition, it is very significant that with resvect to
the election of class 4 and class B directors to the board of directors
of each Federal teserve bank, section 4 (veragraph 16) of the Federal
Heserve act clearly vrovides that the votirng shall be done by the
member banks and that each member bank "by resolution of the Board or

by an smendment to its by-laws shall authcrize its rresident, cashier,
or some other officer to cast the vote of the member bank in the election
of the class A and B directors.

Thus, where Congress intended that the voting should be dome
by the member banks as units, it specifically provided that each bank
snould have one vote and prescribed the means whereb; such vote should
be caste In connection with section 124 of the Federal Reserve iict,
however, it was provided that the election should be by "the boards of

directors of the Federal Reserve banks".

igitized for FRASER
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ihere is, of course, little distinction between a bank cast-
ing; one vote enc its boarc of directors as & unit casting ore vote.
i’ad Uonyress, in creatin; the Federal Upen uarket Committee, intenced
that eazch Federal Reserve bank should cust a vote, it would have made
orovision, as it did in the case of the election of class A and B dir-
ectors to the boards of directors of Feceral Reserve banks, for the
selection by such boards of someone to cast such vete. Wot having done
80, Congresc must have intended that the directors of the several Fed-
errnl Reserve banks, as ;rouped in section 124 of the Federal Reserve Act,
should constiiute several electora’! bodies, each charged with the duty
of selecting & revresentative of the Federal ieserve banks to the
Federal Ouen iarket Committee.

In view of the fact that the wording of section 12A of the
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Federal Reserve iict is in itself novel, there is no direct authority
sqguarely upon the voirt, but somewhat analogous situations have arigen
in sonnection with other statutes.

For instence, th-re is a statute in the State of :assachu-
setts providing that towns of a certsin population mey unite for the
ournoge of emoloying a superintendent of schools and oroviding that the
school committees of each town shall form a joint committee end cuoose
a superirtendent of schools. In the case of Reed v. Barton et al. 47
ke Be 261, it appeared that, pursuant to such statute, three small
towns vroceeded to elect a superinterdsout of gchools through their rve-
soective committces. 4As the committees of two of the towns consisted
of only thrse members, whersas the third town had a comnittee consist-
ing of nine members, the voting was equalized by giving each town the
seme number of votes,if all committeemen were ovresent;iout the towns
did not vote as unitse. Subse:yuently, the election was questioned and,
in upholdinz the election, Chief Justice Holmes held thst, "The members
of the joint committee provided by St. 1398, c. 466, no doubt ars in-
tended to vote iniividually and not by towns".

in view of all of the considerations stated above it is my
opirion, that the elsction contemplated by Congress in the enactment
of section 124 of the Federal teserve Act is an electiom by an electoral
body consisting of the members of the boards of dirsctors of the sevéral
Federal hHeserve banks as zrouped in the section.

Hespectfully,

: <:7¢%f%;2> . .

Je Fo Dreibelbis,
Agsistant dereral tUounsel.

I have given careful consideration to the above opinion

snd concur in it completely. iy
-~ ﬂ%’,

vwalter ﬁyat§g§7;2/9
General Courtbel.
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Fabruary 12, 1938,

¥r, Frederic H. Curtiss, Chairman,
Federal Resarve Bank of Boston,
Boaton, Massachusetts,
Dear Nr, Curtlss:

The Board of Govermors has received informstion from one
of the Tederal veserve banks t0 the offect that the doard of directers
of the bank, at a meeting early in Februsry, “"unanimously elected

s President of the YPedsral Reserve Bank of

y &8 8 nember of the Federal Open Market Committee" ot
cetsra, However, according to the informstion of the Board of Gover-
nors the board of diraectors of the particuiar Pederal reserve bank
referred to in the motion taken has not elected a President for the
tora beginning March 1, 1538,

It 1s the opinion of the Poard of Governors that the sow
tlon taken in this matter is premature and the Board has requested
that the diractoras of the bank be po adviged.

It appears also that a resolution was approved containiag
: s recommandation that both the person elected as repressutative
| and the person slected as altermate be in Washington at the time
of meetings of the Federal Open Market Committee and thai the
slternate, 1f the prinocipsl is present, will act merely in am

advisory capacity. The Board of Governors has called attentiom

to the fact that the Pederal Open Markeit Committes as orsated
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by Congress conaists solely of the mewbers of the Board of Governors
and the five representatives of Federsl reserve banks and that the
only function of an aiternste as prescribed by the statute fs to
serve in ithe abaence of the represeatstive for whom he i3 an altefnnta¢
Thersfore, the Board of Govermors has expressed the opiniom that it
was not contemplated by Comgress that an alternate should sttend or
participate in a meeting of the Federal Open Harket Committee except
in the absence of the representative for whom he 13 the alternate,

Ths Board will sppreciate 1t if you will inform the aenbers
of your board of dirsctors promptly of the contents of this letter.

Yery truly yours,

eE
SNlg T
Gt

Chester Sorrill,
Secretary.

FEB 1 9 1936

S

CMsyd;dik

Cros
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Br. J., H. Case, Chairman,
Federal Reserve Bank of New York,
New York, New York,

Dear Mr, Case:

The Board of Governors has received information from one
of the Federal reserve banks to the effect that the board of direc-
tors of the bank, at a meeting esrly in February, ®"unanimously
elacted , President of the Federal Reserve Bank of

, 848 8 member of the Federal Open Market Committce"

et cetera., However, asccording to the information of the Bourd of
Governors the board of directors of the particular Federal reserve
bank referred to in the action tuken hus not elected & President
for the term beginning March 1, 19%6.

It is the opinion of the Board of Governors that the
action taken in this metter is premsture and the Board has re-
quested that the directors of the bank be go advised.

It appears also thet a resolution was approved contain-~
ing &« racommendation that both the person slected as representa-
tive and the person elected sg alternate be in VWashington at the
time of meetings of the Federal Open Market Committee and that
the alternate, if the principal is present, will act merely in
an advisory capacity. The Board of Governore hae called atten-

tion to the fact thet the Federal Open Market Committee &5 created
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by Congress consists solsly of the members of the Board of Governmors
and the five representstives of Federal reserve benks and that the
only function of an alternate asg prescribed by the statute is to
serve in the absence of the representative for whom he is an alter-
nate, Thersfore, the Board of Governors has expressed the opimion
that it was not contemplated by Congress that an alternste should
attend or participate in a mesting of the Federsal Open Narket Com~
aittee exospt in the &baméa of the representative for whom he is
the altarnate. "

The Board will appreciate it if you will inform the mem-
bers of your board of directors promptly of the contents of this
lotter,

Very truly yours,

(Signed) Chaster Morny

Chester Morrill,
Becretary.

Lo
W bon G e /%

M

= = =4
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Fsmar*j 19, 1956,

Mr. Ry {n Austin mim,
Fadersl Raserve éunk of Philadelphia,
Philadelphia, Pannsylvania,
Dear Mr, Austin:

The Board of Governors has recelved {nformation from one
of the Federsl reserve baniks to the affest that the board of direc-
tors of the benk, st & meeting sarly in Pebruary, "unanimously

sleoted , President of the Federal Reserve Bank of

- y 88 5 member of the Federsl Open Market Committee®

ot cetore. However, according to the information of the Board of
Governors the board of directors of the particular FPsderal reserve
bank referred to in the action taken has not slected s President for
the term beginning Mareh 1, 1988,

It 18 the opinion of ths Board of Governors that the
action taken in this matter is premeture and the Board hez requested
that the dirsctors of the bank be s0 advised,

It sppsars also that a resolution was approved containe
ing a recommendation that both the psrson slected se representa-
tive and the person elscted as alternats be in Washington at the
time of meetings of the Fedaral Open Market Committee and that
the alternate, if the orinaipal is present, will act merely in

sn advisory capscity. The Board of Govermors has called attentiom
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Mr. R. L. Austin - {(2)

to the fact thet the Federal Opes Market Committee as crsated by
Congress conslisis solely of the members of the Board of Governors
and the five reprosentatives of Pedaral reserve banks and that the
only funection of an alternate as nrescribsd by the astatute is to
serve in the absencs of thc‘reprssahtative for whom he i8 sn alter~
nate, Therefore, the Board of Governore has expressed tha opinion
that it waz not contsmplated by Congress thst an slternats should
attend or participats in a meeting of the Yederal Cpen Market Com~
mittee except In the absence of the representstive for whom he is
the alternate.

The Board will appreciate it if you will inform the members
of your board of directors promptly of the contants of this letter.

Yery truly yours,

Cheater Worrill,
Becrelary.

i CHiydydik
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Mr. H. F. Strater, Seoretury,
Federal Reserve Bank of Cleveland,
Clevelund, Ohio,
Dear ¥r, Strater:
The Bourd has noted the informution in your letter of Feb-

ruary 7 that the board of directors of the Federal Reserve Bank of

Cleveland "at its meeting today, unanimously elected Geo, W, Norris,
President of the Federsal Reserve Bank of Philadelphisa, az 2 member
of the Federzl Open Market Committee, to represent the Federsl He-
serve Banks of Philadelphia and Cleveland, and also elected M. J.
Fleming, President of the Federal Reserve Bank of Cleveland, alter-
nate”. However, saccording to the informstiom of the Bourd of Gov-
ernors, the board of directors of the Federzl Reserve Bank of Phile-
delphia has not elected z president for the Federal Reserve Bank of
Philudelphia for the term beginning March 1.

It is the opinion of the Board of Governor:s that the
action teken by the directors of your bank is premature wund the
Board desires that the directors of your bank be so advised,

In your letter you referred also to & resolution unani-
mously approved by your board of directors coniazining a recommenda-
tion to the boards of directors of the Federzl Heserve Banks of

Philedelphis and Clevelsnd that the representuative and alternate

VLA
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Mr. H, F. Strater - (2)

alocted by them be in Washington at the time of the meetings of
the Federal Open Narket Committee and that the slternate, if
the principal is present, will act merely in sn advipory capecity.
The Fasderel Open Merket Committee us created by Congress consists
solely of the meaberz of the Doard of Governors snd the five rep-
repentatives of the Federzl reserve beaks and the only fumectiom
of sn slternzts ss prescribed Yy the statute is to serve in the
2bsence of the representative for whom he iz zn alternate.
Therefors, it is the opiniou of the Board of Gavernors that 1t
wae not oontempleted by Congress that an zltermate should attend
or participste in & weeiing of the Pederzl Open Market Committes,
except in the absence of the representstive for whom he is the
alternsate,

The Board will appreclate it if you will inforwm the
members of your bosrd of directors promptly of the contente of
this leiter.

Very truly yours,

oy e
"‘ '

Chester Morrill,
Seaxretory.

deral Reserve Bank of St. Louis
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Febmary‘ 19. 19560

Mr. Frederic A. Delano, Deputy Chairman,
Federal Reserve Bank of Richmond,
Richmond, Virginia,
Dear M¥r. Delanos

The Roard of Governors has received information from one
of the Federal reserve banks to the effsect that the board of direc-
tors of the bank, at a meeting early in February, "unanimously

elscted s President of the Federal Reserve Bank of

, a8 a member of the Federal Open Market Committee"

ot cetera, However, according to the information of the RFoard of
Governors the board of directors of the narticular Federal reserve
bank referred to in the action taken has not elected a President
for the term heginning March 1, 1936,

It 12 the opinion of the Roard of Governors that the
action taken in this matter is premature and the Board has re-
quested that the directors of the bank be 30 advised.

It apnears also that a resolution was approved containe
ing a recommendation that both the nerson elected as representa-
tive and the nerson elected as alternate be in Washington at the
time of meetings of the Federal Opan Market Committee and that
the alternate, if the principal i1s present, will act merely in
an advisory canacity. The Board of Governors has called atten-~

tion to the fact that the Federal Open lMarket Committee as created

itized for FRASER
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Nr. Frederic A, Pelano - {2)

by Congress consizts solely of th? mnembers of the Board of Governors
and the five ropresentatives of Federal reserve banks and that the
only functiom of an altsrnats as prescribed by the statute is to
sarve in the absence of the representative for whom he is en aller-
nate, Therefore, the Board of Sovernores has expressed the opinion
that 4%t wes not contemplated by Congress that an slternate should
attend or participate in a meeting of the Federal Open Harket Com~
nittes sxcept in the absence of the representative for whom he 1s
the slternate.

The Board will appreciate it if you will inform the mem-
bers of your board of dirsctors prouptly of the contents of this

lotter,
Yery traly yours,
Chester Morrill,
Segretury.
G2 wgh
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February 18, 1928,

Nr. W, H. Kettiz, Deputy Chalirman,
Fedoral Reserve Bank of Atlanta,
Atlanta, Georgla.
Dear Hr. Kettigs

The Foard of Governors has received information from one
of the Federal reserve banks to the effect that the board of direc~
tors of the bank, at a meeting early in February, ™unanimously

elected s Preasident of the Federal Reserve Bank of

» a8 a member of the Federal Open Market Committea®
et cetera, Hovever, according to the information of the Poard of
Governors the hoard of directors of the particular Federal reserve
bank referred to in the action tauken has not elected a President
for the term beginning March 1, 19356,

It 1s the opinion of the Board of Jovernors that the
action taken in this natter is premature and the Bosrd has re-
quested that the directors of the bank be so advised.

It appears also that a resclution was approved contain-
ing a recommendation that both the person elected as representa-
tive and the person elected as alternate be in Washington at the
+time of meetinge of the Federal Open Narket Committee and that

the alternate, 4if the principal is present, will act msrely in

an advisory capacity, The Board of Governors has called atten-

tion to the fact that the Federal Open Market Committes as created
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by Congress consists solely of the members of the Board of Governors
and the five representatives of Federal raserve bankg and that the
only function of sn alternate as prescribed by the statute is to
serve in the absence of the representativs for whom he is an alter-
nate. Therefore, the Board of CGovernors has expressed the opinion
that it was not contemplated by Congress that an alternate should
attend or participate in a meeting of the Federal Open Market Com-—
mittee except in the zbsence of the representative for vhom he is
the alternate.

The Board nilllappreciate it if you will inform the men-

bers of your board of directors promptly &f the contsnts of this

letter.
Very truly yours,
(Signed) Chester Morrill
Chester lerrill,
Secretary.
C¥ingh

FLD 9 1938
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February 13, 1436,
¥Mr, ©. M, Stevens, Chairman,
Federal Reserve Bank of Chicago,
Chieago, Illinois.
Dear M¥r, Stevens:

The Board of Governors has received information lrom one
of the Federsl reserve banks to the effect that the board of direcw
tors of the bank, at & meeting early in Februsry, ®*unanimously

elected , Prosident of the Federsl Reserve Bank of

, 83 a member of the FPederal Open Market Committes®

et cetera. However, according to the information of the Board of
Governors the board of directors of the particular Fedsral reserve
bank raferred to in the action taken has not elected a President for
the term beginning March 1, 1936.

It is the opinlion of the Board of Governors that the ac-
tion taken in this matter 18 premature and the Board has reguestsd
that the dirsctors of the bank be so advised.

It aopears also that & resolution was epproved contain-~
ing 8 recommendation that both the person elected as repressnta-
tive and the person slected as alternate be in Washington at the
time of meetings of the Federal Open Market Committee and that
the alternats, if the princinal is present, will act merely in an
advisory capacity. The Board of Governors haus called attention

to the fact that the Federal Open Market Committee ag created

ederal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

Nr. E. M. Stovens - (z)

by Congress consistis solely of the members of the Board of Governors
and the five representatives of Federal reserve banks and that the
only function of an alternate as prescribed by the s'atute is to
serve in the ubsence of the repressntative for whom he is an alter-
nate, Therefore, the Board of Governors has expressed the opinion
that 1t was not contemplated by Congress thet an alternate should
attend or participate in a meeting of the Federal Open Market Come
mittee except in the absence of the representative for whom he is
the alternate,

The Board will appreciate it if you will inform the mem-
bers of your board of directors promptly of the contents of this

letter,
Very truly yours,

(Sizned) Chester Morrill

Chester Morrill,
SGOI’““WC

Cilsydalsf /242222//
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February 13, 1936,
Federal Reserve Bank of St. Louis,
Lte Louls, Missouri.
Leur Mr. lood:
The Board of Governors has received information {rom one
of the [ederal reserve banks to the effect that the board of direce

tors of tie bank, at a meeting early in February, "unanimously

elected s President of the Federal Reserve Bank of

y &g a member of the Federal Open Market Committee®

et cotera, However, &ccording to the information of the Bourd of
Governors the board of directors of the narticular Federal reserve
bank referred to in the action taken has not slected a President
for the term b-ginning March 1, 1938,

It {8 the opinion of the Board of Governors that the
action taken in this matter is premsture and the Board has re-
quested that the directors of the bank be so advised,

It appears also that e resolution was approved containe
ing a recommendation that both the person elected as represents=~
tive and the person elected as amlternate be in Washington at the
time of meetings of the Federsl Open Market Committee and that
the alternate, 1f the principal is present, will act merely in
an advisory capacity. The Boerd of Governors has celled attenw

tion to the fact that the Federal Open Market Committee a8 created

Felleral Reserve Bank of St. Louis
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by Congress consists solely of the members of the Board of Governors
and the five represeniutives of Federal reserve banks and thut the
only function of an alternate as prescribed by the statute is to serve
in the absence of the representative for whom he is an alternste,
Therefore, the Bourd of (iovernors has expressed the opinion that it was
not contemplated by Congress that an alternate should attend or partici-
pate in a meeting of the Federal Open Murket Committee except in the
absence of the representative for whom he is the alternate,.

The Board will appreciate it if you will inform the members

of your board of directors promptly of the contents of this letter.

Very truly yours,

3 & nrei
(Signad) Choater Mool

Chester Morrill,
Secretury.

Gyane F.0 19 1936
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February 19, 19i6.

Mr. Jo Ne Peyton, Chalrman,
Federul Reserve Bank of Minneapolis,
inneapolis, Minnesota.
Dear Mr. Peytont

The Board of Governors hes received information from one
of the Federal reserve bunks to the effect that the board of direce
tors of the bank, at a meeting early in February, "unanimously

electad » President of the Federal Reserve Bank of

y a8 & member of the Federal Open Market Committee®

ot cetera., However, according to the information of the Board of
Governors the board of directors of the particular Federal reserve
benk referred to in thes action taken has not elected a President
for the term beginning March 1, 1956,

It is the opinion of the Board of Governors that the
action taken in this matter is premature and the Board has re-
quested that the directors of the bank be so advised,

It appears also that a resolution was approved containe
ing a recommendation that both the person elecied as representa-
tive and the person elected as alternate be in Washington at the
tine of meetings of the Federal Open Market Committee and that
the alternete, if the principal is present, will act merely in
an advisory capacity. The Board of Governors has called atten=
tion to the fact that the Federal Open Market Committse as created
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by Congress consists solely of the members of the Board of Governors
and the five representatives of Federal reserve banks and that the
only function of an alternate as prescribed by the stutute is to
serve in the absence of the representative for whom he is an alter-
nate, Therefore, the Board of Governors has expressed the opinion
that it was not contemplated by Congress that an alternate should
attend or participate in a meeting of the Federal Open Murket Comw
mittee except in the absence of the representative for whom he is
the alternate,

The Doard will appreciate it if you will inform the mea-
bers of your board of directors promptly of ths contents of this

lettayr,

Very truly yours,

\Jigned) Chaster Morrill

Chester Horrill,
Secretary,

CHsydilf, 0.9 13

FILE COPY

ederal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

33% 3% “‘”

Fabtruary 1%, 19036,
¥r. §. J. Thomss, Chairman,
Federsl Reserve Bank of Kansas City,
Kanpsas City, Missouri,

Deer Mr, Thomas:

The Board of Governors has received information froa
one of the Federel reserve banks to the effect that the board of
directors of the bank, at a meating early in February, "“unanimous-
ly eleoted » President of the Pederal Reserve Bank of

» 88 a member of the Federal Open Market Committes™

et cetera, Howsver, according % the informution of the Board of
" ors the board of directors of the particular Pederal reserve

TR

bank referred to in the action taken has not elected & President
for the term beginning March 1, 1856.

It 18 the opinion of the Board of Governors that the
action taken in this matter is premature and the Board has re-
guested that thae directors of the benk be so advised.

It appears also that a resolution was approved contain-
ing a resommendation that both the person elected as repressnta-
tive and the person elected as alternate be in Mashington at the
time of meetings of the Federal Open Market Committes and that
the alternate, if the principal is present, will act merely in
an advisory cepscity. 7The Board of Govermors has called atten-
tion to the fect that the Federal Open Market Committee as oreated

__ FILE coPY

' p://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis
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Mr. J. J. Thomas, Chairmen - ()

by Congress consists solely of the members of the Board of Govermors
and the five reprezentatives of Federal reserve bunks and that the
only function of an alternate as prescribed bty the statute is to
serve in the abeence of the representetive for whom he is an alter-
nate. Therefore, the Board of Governors has expressed the opiniom

that it was not contemplated by Congress that an alternats should
attend or participete in a meeting of the Pederal Open Market Cowm-
mittse except in the sbsemnce of the representative for whom he is
the alternate.

The Board will appreciate it if you will inform the mem-
bora of your board of directors promptly of the contents of this
letter.

Very truly yours,

v(Signed) Chester Morrill

Chester Morrill,
Seeretary.

M yd

Foo 49 iesb
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r.m l“' 3.953-

Mr, C. G, ‘ll'h, Chaim'
Federsl Reserve Bank of Dallss,
m" Texas.
Dear Mr, Walsh:

The Board of Governors hes received informstion from
one of the Federal reserve banks to the effect that the board of
directors of the bank, at a meeting early in Pebruary, "unani-

mously elected s President of the Pederal Reserve Bank

of » &8 & member of the Pederal Open Market Committee"

et cetera. However, according to the information of the Board of
Covernors the board of directors of the particular Federsl reserve
bank referred to in the action taken has not elected a President
for the tars beginning Merch 1, 1936,

It is the opinion of the Board of Governors that the
sction taken in this matier is premature and the Board has re-
quested that the directors of the bank be 20 advised.

It appeers also that a resolution was approved contain-
ing a recommendation that both the person elected as representa-
tive and the person elected as alternate be in Washiagton at the
time of meetings of the Federal Open Market Committes and that
the alternate, if the principal is present, will act merely in
an advisory capacity. The Board of CGovernors has called attem~
tion to the fact that the Pederal Open Market Committecs as created

RS T | oy
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by Congress consists solely of the members of the Board of Governors
aud the five representatives of Pedersl reserve banks and that the
only function of an slternate as prescribed by the statute is to
serve in the absencs of the representative for whom he is an alter-
nate. Therefore, the Board of Governors has expressed the opinion
thst 4t was not contemplated by Congress that an alterwbte should
stiend or participate in a meeting of the Federzl Open Market Com~
mities except in the absence of the representative for whom he is
the alternate.

The Board will sppreciate it if you will inform the mem—

bera of your board of directors promptly of the contemts of this
htm:

Very truly yours,

] CM yd
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February 189, 1936,

Mr, Walton ¥, Moore, Deputy Chairman,
Poderal Reserve Bank of San Francisco,
San Franeiseco, Californis,
Dear Nr., Moors:

The Board of Governore hes received informstion from ome
of the Federal reserve banks to the affect that the board of direoc-
tors of the bank, at a meeting early in February, “unanimously

eleoted s Presideat of the Pederal Reserve Bank of

; 88 & nember of the Federzl Open Market Committise”

et cetera. However, according to the informstion of the Board of
Governors the bourd of directors of the particulsr Federal reserve
bank referred to in the sotion taken has not elscted a Presidemnt
for the teram beginning March 1, 1858,

It is the opinion of the Board of Governors that the
action taken in this matter 1s premature and the Board has re-
quested that the directors of the bank be so advised,

1t appears also that a resolution was approved contain-
ing a recommendstion that doth the person elected es representa-
tive and the person elected ap alternate be in Washingtom at the
time of meetings of the Federal OUpen Market Committee and that
the alternate, if the principel is present, will act merely in
an advisory capacity. The Board of Governors has called atten-
tion to the fact that the Federal Open Msrket Committee as oreczted
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M¥r. Walton N. Moore ~ (2)

by Congress consalsts solely of the members of the Bourd of Governors
end the five representetives of Federal reserve banks and that the
only function of an alternate as prescribed by the statute is %o

serve: in the sbsence of the representuative for whom he is an alter-

nate. Therefore, the Board of Governors hus expressed the opinion
that it wes not contemplated by Congress that an alternats should
attend or participate in a meeting of the Federzl Open Market Com~-
mittee except in the absence of the representative for whom he is
the alternate.

The Board will appreciate it if you will inform the mem-
bers of your board of directors promptly of the contents of this
letter.

Very truly yours,

R §- 3 R
i 4s i3t ! mcrnr REL T
Lalgnng: unesrer Komlt

Chester Morrill,
Sscretary.
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FEDERAL RESERVE BANK
OF DALLAS
CHAIRMAN OF THE BOARD February 15, 1936

AND FEDERAL RESERVE AGENT . RECE'\,ED
FEDERAL RESERVE DOARD

AN Al
VIR T

C.C.WALSH

936 FER 17 PM 1 42

Board of Governors of the
/?éeral Reserve System
; &Jﬂo ashington, De C.

g i},n’ Gentlemen: ATTENTION: Mr. Chester Morrill, Secretary

R LT In accordance with the request contained in your

A ———

. letter of February 13, 1936, I have today forwarded to each

ﬁfmember of our board of directors a copy of Chairman Eccles'

" letter of February 13 to the Deputy Chairman of the Federal

.
Mioboo “/// Reserve Bank of Minmneapolis, and copies of the enclosures re-
N / ferred to therein relative to the representation of the Federal
reserve banks on the Federal Open MNarket Committee to be con~-
stituted after March 1, 1936,

I am strongly in sympathy with the Board's views on
this subject, and so are all members of owr board of directors,
as you doubtless observed from the resolution which they adopted
on this subject at our reguler board meeting held on January 7,
1036,

Yours very truly,
Clon arh

Federal Reserve Agent

v

l o7 Z"’& o
: ‘;4 bl = et
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FEDERAL RESERVE BANK

oF NEwWYORK

February 14, 1936.

Dear Mr. Morrill:

We acknowledge with thanks the receipt of the Board's letter

of February 13 enclosing a copy of Chairman Eccles' letter of February

Cf‘f‘ “;i*&_s»?’"‘
i

13 to Mr. Homer P, Clark, Deputy Chairman of the Federal Reserve Bank
of Minneapolis, together with a copy of the memorandum and a copy of
the letter referred to therein, on the subject of the Board's views
with regard to the representation of the Federal reserve banks on
the Federal Open Market Committee to be constituted after March 1,
1936.

As authorized by the Board, we are bringing Chairmen Eccles!
letter and its enclosures to the attention of our directors, copies of
the correspondence having been forwarded today to each of them.

Very truly youfs,

A
J. H. CASE,\

Chairmen.

Mr. Chester Morrill,

Secretary, Board of Governors of the
Federal Reserve System,

Weshingteon, D. C.

’ “«-\»

deral Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

or CLEVELAND

Board of Governors of the
Federal Reserve Systen,
Washington, D. C.
Gentlemen;g

In response to the request contained

in the Board's letter of February 13, we

have today forwarded to each director of
this bank a copy of the correspondence re-
garding the Federal Open Market Committee
to be constituted after March 1, 1936,

Very truly yours,

P v

Secretary.
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FEDERAL RESERVE BANK OF CHICAGO M{ “W? +,
230 SOUTH LA SALLE STREET A‘?* 4.‘ ;t,'\
FFICE OF THE Febmary 14 19%6 K
CHAIRMAN OF THE BOARD AND o - p f}.
FEDERAL RESERVE AGENT RECE] veD R B C
FFD R;M L\
'*Fﬁjwiﬁ SOARD
75 oo ~y
Board of Governors 1935 FER 7 Js B 19
of the Federal Reserve System
%ashington, D. C.
F Firet 1o W, /
W, Em*ﬁ
Ne, u-«rﬁk. I nave just received your letter of February 1%, with
M- a“kﬁya.. - -
nclosures concerning the representetive of the Federsl Reserve
i' :i";é‘;; <§ﬂks on the Federal Open Market Committee. I cen advise you that
i

"“zf'at“a joint meeting of the Boards of Directors of the St. Loulis and

Mo G ..;),Chicago banks, held in Chicago on February 6,
W Lo -
My, Howi v/fthat the member to be selected would be an officer of one of the

1236, it was determined

""" Federal Reserve banks.

Plosae 50\ o e However, 1 shall see to it that your letter and enclosures

hairman of the Bogrd

EMS HH

itized for FRASER
§b://fraser.stlouisfed.org/
Weral Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the Nationat Archives

- N &

SR e

February 185, 1936,

g\ Mr, Frederic H., Curtiss, Chairmsn,
Federal Reserve Bank of Bostom,
Boston, Massachusetts,

Dear Mr. Curtiss:

Because of the interest which the Board feels
that the directors of your bank would have in learning
its views 1in regard to the representation of the PFederal
reserve banks on the Federal Open Market Committee to be
constituted after March 1, 1936, the Board has cuthorized

me to Ma_et;d gc‘m the inclosed copy-of ®Mirman Eccles' let-
ma:; i
_t_'g;;,{of this date to Mr, Homer P. Clark, Deputy Chairman
of the Federal Heserve Bunk of Minneupolis, together with
XI¥G 2 H3/3h
a copy of the memorandum/and a copy of the letter referred

o~

to therein. It will be appreciated if you will bring

these inclosures to the attention of sll the directors

of your bank at your earliest opportunity for their in-

formution,
Very truly yours,
g ff/; Chestef Morrill,
b * o ! 8.61"8‘5817 .
oM yd Inclosures.
TNV Y T o i N A N
o oadT i ((Q @ {;m YN
v LA A : ronnd . e’ Yo
C/m{t ' I ST | — D ../} LI ig
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Februsry 135, 1938,

'I'. :i K. CQ”, Chaim’
Federsl Reserve Bank of New York,
Hew York, New York.
Dear Mr. Case:
Because of the interest which the Board feels

that the directors of your bank would have in learning

its views in regard to the representation of the Federsl
reserve banks on the Fedsral Open Market Committee to be
constituted after March 1, 1986, the Board has suthorized
»2 to send you the inolosed copy of Chairman Eccles' let-

e NTLTE TN
to;:)of this dates to Mr, Homer P. Clark, Deputy Chairman

of the Federal Reserve Bank of Minneapolis, together with
XGH4G > 2334

& copy of the memorandumisnd a copy of the lstter referred

to therein, It will be appreciated if you will bring

these inclosures to the attention of all the directors of

your bank at your earliest opportunity for their informa-

tion.

Very truly yours,
‘ Chester Morrill,
Inclosures.

CM yd
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Pebruary 15, 190358.
Mr. R. L. Austin, Chairman,
Federal Reserve Bank of Philadelphis,
Philadelphia, Pennsylvanis.
Dear Mr. Austin: 7

Becsuse of the interest which the Board feels
that the directors of your bank would have in leerning
ite views in regard to the representation of the Federal
reserve banks on the Federal Open Market Committee to ba
constituted after March 1, 1956, the Board has authorised
me to nnd you the inoclosed copy of Chairman Eccles! let-

Mi3/3e
ter) of this date to Mr, Homer P. Clark, Deputy Chairman

of the Pederal Reserve Bank of Minneapolis, together with
X 9 > HNi3jde

a ocopy of the mrm@n{}md a copy of the letter re-~

ferred to therein. It will be appreciated if you will

bring these inclosures to the attention of all the diree~

tors of your bank at your earliest opportunity for their

information.
Very truly yours,
Chester Morrill,
Becretary.
Inclosures,

FlLE COPRPY
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February 13, 1836,

Mr. E, 8, Burke, jr.,
Acting Chairmen,
Federal Reserve Bank of Cleveland,
Cleveland, Ohto.
Dear Mr. Burke:
Because of the intersst whioch the Board feels
that the dirsctors of your bank would bave in learning

its views in regard to the representation ef the Fedaral

reaerve benks on the Federal Open Narket Committee to be
conatituted after March 1, 1988, the Board has authorized

u?fﬂmt&hak«dwofﬁhﬁmkﬂu' let~
"fui’gw' =
ter| of this date to Mr. Homer P, Clark, Deputy Chairmen

> 2i3/36
s copy of the memorandum gnd a copy of the letter re-

of the Federsl Reesrve B? of polis, together with
XTY¢9

forred to therein, It will be appreciated if you will
bring these inelosures to the attention of all the direc-
tors ef your bank at your earliest opportunity for their

information,
Very trul;“ms » -
Chester Morrill
ARE G /1436 Secretary,
Inclosures,

U OEILE COPY

gitized for FRASER
p://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis




Reprodiiced from the Unclassified / Declassified Holdings of the National Archives

February 13, 1936.

Mr, Frederic A. Delano, Deputy Chairman,
Fadersl Reserve Bank of Richmond,
Richmond, Virginia,

Dear Mr, Delano:

Because of the interest which the Board feels
that the directors of your bank would have in learning
its views in regard to the representation of the Federsl
reserve banks on the Federal Open Merket Committes to be
constituted after March 1, 1956, the Board has authorized
me to send you the inclosed copy of Chairman Eccles' l_ctr-
gjo:(/ %é?f date to Mr, Homer P. Clark, Deputy Chairmesn

of the Federal Reserve Bank of Minneapolis, together with
XGyg > #i3j36

a copy of the mrmdu!and & copy of the letter re-

ferred to therein, It will be appreciated if you will

tring these inclosures to the attention of all the direc-

tors of your benk at your sarliest opportunity for thelir

informtion.
Very truly yours,
Chester Morrill,
Becretary.
Inclosures.
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February 15, 19838,

Mr. ¥, H. Kottig, D‘N@y W’
Federal Reserve Bank of Atlenta,
Atlante, Georgia,
D“r 'rc K“ti‘:
Because of the interest which the Boerd feels
that the directors of your bank would have in learning

its views in regard to the represemtation of the Federal

reserve banks on the Federal Open Market Committes to e
constituted after March 1, 1956, the Board has authorized
me to pend you the mclosﬁ oopy of Chalrman Eccles! let-
gg\fi('gt{i%‘ku to Mr. Homer P, Clark, Deputy Chairmen

of the Federal Reserve Bank of Minneapolis, together with
XG4Ga~ R3340

a copy of the memcrandum/and & copy of the letter referred

to therein. It will be eappreciated if you will bring

these inclosures to the attention of all the directors

of your bank at your earliest opportunity for their in-

formation.
Very truly youre,
Chester Morrill, K
Secretary.,
Inclosures.

v Cefl B cOPY
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Dear Mr. Stevens:
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Pebruary 15, 193%8.

Mr, E. M, Stevens, Chairsan,
Federal Reserve Bank of Chicago,

Because of the interest which the Board feels
that the directors of your bank would have in learning
its views in regard to the representation of the Federal

reserve banks on the Federal Open Market Committee to be

constituted after Merch 1, 1956, the Board has authorised

i

informstion.

ALL amns Y 3%

Inclosures.

Digitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis

me to send you the inclosed copy of Chairman Eccles' let-
ter\of this date to Mr, Homar P, Clark, Deputy Cheirmen
of the Federsl Reserve Bank of Minneapolis, together with
KT, =gl e

a copy of the memorandumand & copy of the letter re-
ferred to therein. It will be appreciated if you will
bring these inclosures to the attention of all the direc-

tors of your bank at your earliest opportunity for their

Very truly yours,

Chester Morrill,
Secreotary.

COPRY
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Et, Louls, Missouri.
Dear M, Wood:

A3/

R

informsstion.

Inclosures,

oy O(/(A]
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'r. J. S! wwd’ cmm’
Pederal Reserve Bank of Et. Louls,

a copy of the memorandums

February 15, 19%6.

Because of the interest which the Board feels
that the directors of your bank would bhave in lesrning
its views in regard to the representation of the Federal
reserve banks on the Federal Open Market Committee to be
constitutad after March 1, 1956, the Board has authorized
me to send you the inclosed copy of Chairmen Eccles' let~

ter] of this date to Mr, Homwer P, Clark, Deputy Chalrman

of the Federzl Reserve Bsnk of Minneapolis, together with
KGtGan M e

 and & copy of the letter re-

ferred to therein., It will be apprecisted if you will

bring these inclosures to the attention of all the direc-

tors of your benk at your earliest opportamity for their

Very truly yours,

Chester Morrill,
Seecratary.

COPRPY
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February 13, 1938.

#r. J. J. Thomas, Chairman,
Federal Reserve Benk of Kmnn City,
Kansas City, Missouri.
Dear Mr. Thomas:

Because of the interest which the Board feels
that the directors of your bank would bave in learning
its views in regard to the representation of the Federsl

reserve benks on the Federal Open Market Committee to be

oonstituted after March 1, 1986, the Board has authorized

me to send you the inclosed copy of Chairman Eccles' let~
L
}*g,kof this date to ¥r. Homer P, Clark, Deputy Chairmen

of the Federal Reserve Bank of Ilimapolil, together with
X*f ‘f;’ — ”“‘/l’ i e
& copy of the lﬁrpgﬂpﬂ&md & copy of t.ha letter re-

ferred to therein. It will be apprecisted if you will
bring these inclosures to the attention of all the direc-
tors of your bank at your esrliest opportunity for their
inforsation.

Very truly yours,

Chester Morrill,

o ) 8 tary.
'{Q%W St 333,32 (‘?)'9‘%’3“@?3 - ’/?'/3(9 ki
Inclosures,

CM yd OW{
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Februery 13, 1956,
¥r, C. C. Walsh, Chairmsn,
Federal Reserve Bank of Dallas,
Dallas, Texas,
Desr Mr. Walsh:

Because of the interest which the Board feels
that the directors of your bamk would have in learning
its views in regard to the representation of the Federsl
reserve banks on the Federal Open Market Cosmitiee to be
constituted after Murch 1, 10368, the Board has authorized
me {0 send you the inclosed copy of Chairmsun Eccles' let~

i % de
Yeriof this date to Mr, Homer P. Clark, Deputy Chairman

of the Federal Reserve Bank of Mimnneapolis, togethar with
KTkl 223
a copy of the memorandum'and a copy of the letter re-

ferred to therein. It will be apprecisted if you will
bring these inclosuwres to the attention of all the direc-

tors of your bank at your earliest opportunity for their

information.
Very truly yours,
¥ Chester Morrill,
UL Qs i“’/?"é Secretary.,
Inclosures.

e o
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February 15, 1836,

Mr, ¥Walton N. Moore, Deputy Cheirmen,
Federal Reserve Bank of San Francisco,
San Francisco, Californias,

Desr Mr, Moore:

Because of the interest which the Bourd feels
that the directors of your bank would have in learning
its views in regard to the representation of the Federal
reserve banks on the Federal Open Market Committee to be

constituted after March 1, 1956, the Board has authorized

me to send you the inclosed copy of Chairman Eccles' let~
Y- R
to‘r:,ot{ this date to Mr. Homer P. Clark, Deputy Chalrmean

of the Federal Reserve Bank of Minneapolis, together with
799X Afidjire

a copy of the memorandumiand a copy of the letter re-

ferred to therein, It will be appreciated if you will

bring these inclosures to the attention of all the direc-

tore of your bank at your esrliest opportunity for their

information.
Very truly yours,
Chester Morrill,
Secretury.
Inclosures.

CM yd @b
a1t (R N e P SN
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February 15, 1938,

Mr., Homer P. Clark, Deputy Chairmean,
Federal Reserve Bank of Minneapolis,
Minneapolis, Minnesota.

Dear Mr. Clark:

In acoordance with your reguest made dur-
ing my conversation with you and Mr. Grangesrd recently
in Washington regarding the selection of representatives
of the Federal reserve banks on the Federal Open Market 5
Committee to be constituted after March 1, 1928 turo L XIS
1s inclosed herewith a copy of a memorandum usits 21336
the views of the Board of Governors on this mbjm, g3 ¥
which the Board has authorized me to send to you. ‘tbqr? | ,a i}ﬁ, dfm
is sleo inclosed s copy of a letter which 1 have Fe< A g *‘
ceived from one of the Pederal reserve banks stating
the views of its directors, It will be appreciated if
you will bring these incloeures to the attention of all
the directors of the Federal Reserve Bank of Minmeapolis
at your earliest opportunity for their information and
consideration.

Very truly yours,

M. §. Eocles,
Chairman,

Inclosures.,
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REPRESENTATIVES OF THE FEDERAL RESERVE BANKS o da T
UPON THE FEDERAL OPEN MARKET COMMITTEE flee

/ FEB 13 1938
¥—-—-—-___~___.
od ,

The Board of Governors of the Federal Reserve System has
been asked by certain officers and directors of Federal Reserve banks
for an informal expression of its views as to whether under section
12A of the Federal Reserve Act (providing that the Federal Open Market
Committee "shall consist of the members of the Board of Governors of
the Federal Reserve SyStem and five representatives of the Federal Re-
serve banks, to be selected as hereinafter provided") representatives
of the Federal Reserve banks may be selected outside of the executive
personnel of the Federal Reserve banks to serve on the Open Market
Committee.

A comprehensive review of the historical development of the
Committee and of all available sources reflecting the legislative
intent when the section was enacted and the purposes sought to be
achieved clearly demonstrates that gelection of repfesentatives by
the Federal Reserve banks from the ranks of banking, industry or com-
merce would constitute a flagrant violation of what Congress intended.

Realization of ths importance and effect of open-market
operations upon the national credit structure resulted in a gradual
development of methods of control or coordination of activities cul-
minating in the "Open Market Committee" created by section 12A of the
Federal Reserve Act as reviscd effective March 1, 1936. This develop-
ment is best reflected by a chronological listing of the various com-
mittees and bodies created for such purpose as follows:

1. "Committee of Governors on Centralized: Execu-
tion of Purchases and Sales of Government Securities! -
This committee was composed of five governors of Federal
Reserve banks and functioned from May 1922 to April 7,
1923.

2. "Open Market Investment Committee" - This
committee was created on April 7, 1923 as a result of
resolution passed by the Federal Rescrve Board on
March 22, 1923 from which time open-market operations
were not engaged in by the Federal Reserve banks ex-
cept with the approval of the Federal Reserve Board.

It was composed of five governors of Federal Reserve
banks and functioned until March 31, 1930.

8, "Open Market Policy Conference" - This com-
mittee was created as the result of conferences by .
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representatives of the 12 Federal Reserve banks .
with the Board for the purpose of recommending
policies and plans regarding open-market operations.
It was composed of the twelve governors of the Fed-
eral Reserve banks and functioned until the passage
of the Banking Act of 1933.

4, '"Federal Open Market Committee" -~ This
committee was created on June 16, 1233, by the
Banking Act of 1933 and was composed of the twelve
governors of the Federal Reserve banks.

5. '"Federal Onen Market Committee" - As
provided in section 124 of the Federal Reserve Act
as now in force, creating a committee consisting of
"The Board of Governors of the Federal Reserve
System and five representatives of the Federal Re-
serve banks",

At no time throughout the history of the Federal Reserve
System have open-market operations been conducted by other than
executive officials of the Federal Reserve banks, their actions being
subject to approval of the Federal Reserve Board, all such executives
as well as Board members being full-time officials who were required
by established practice or by law to discontinue all active partici-
pation in outside business.

The issue as to whether representatives of private enter-
prise should serve upon a public body created for the purpose of dis-
charging such responsibilities in the public interest seems to have
been-met and settled in the original enactment of the Federal Reserve
Act when banker representation was forcefully argued and as force-
fully denied both by Congress and by the President.

Senator Glass, in his authoritative bock on the Federal Re-
serve System, entitled "An Adventure in Constructive Finance", de-
scribed how a committee of bankers visited President Wilson and
sought to persuade him to agree to banker representation on the Fed-
eral Reserve Board. ©Senator Glass wrote:

"When thoy had cended their arguments Mr. Wilson,
turning more particularly to Forgan and Wade, said quietly:
tKill one of you gentlcecmen tell me in what civilized country
of the earth there are important government boards of control
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"ton which private interests are represented?' There was
painful silence for the longest single moment I ever spent;
and before it was broken Mr. Wilson further inquired:
'Which of you gentlemen thinks the railroads should se-
lect members of the Interstate Commerce Commission?!’

There could be no convincing reply to either question, so
the discussion turned to other points of the currency
bill; and, notwithstanding a desperate effort was made

in the Senate to give the banks minority representation

on the reserve board, the proposition did not prevail."

At the time of revision of Section 12A by the Banking Act
of 1935, the issue was whether the primary initiative and responsi-
bility for open-market operations should be fixed exclusively in the
Board of Governors of the Federal Reserve System as then being set up,
or left in a committee consisting exclusively of the then Governors
of the Federal Reserve Banks, or committed to a combination of both,
and at no stage in the development of the legislation was it contem-
plated by any of those actively interested therein, irrespective of
differing viewpoints, that the responsibility should be shifted to
or shared with those outside of the official executives of the banks
and members of the Board.

The bill, as introduced and passed in the House (H.R. 7617),
definitely fixed such resnonsibility in the Federal Reserve Board.
In Congressman Steagall's report upon the bill the following was
stated:

“Under the present law, open-market policies
are formulated by the Federal Open Market Committee, which
consists of the governors of the 12 Federal Reserve
banks,"

After explaining that the proposed bill would place the
primary responsibility in the Board, his report continued:

"The participation of Federal Reserve banks
governors in the deliberations leading to the adoption of
onen-market policies will be preserved. Open market
operations may be initiated either by the committee of
the governors or by the Board, but the ultimate responsi-
bility for making a final decision and the power for
adopting and carrying out national policies will be con-
centrated in a national body, as they properly should be
in the public interest.®
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The bill was amended in the Senate to provide for the
creation of a "Federal Open Market Committee" consisting of the mem-
bers of the Board of Governors of the Federal Reserve System and five
representatives of the Federal Feserve banks to be selected annually,
but throughout the discussion it is evident that although the word
"representatives" was used in place of "Presidents", to which the
titles of "Governors" werc changed by the Senate Committee, there was
no intention of altering the original meaning and purpose to confine
representation to members of the Board and exccutives of the banks.

During the consideration of the Banking Act of 1935 by the
Banking and Currency Committces in both the House and the Senate,
many distinguished bankers appeared before one or both of the Commit~
tees and expressed a unanimity of opinion that Governors of the Fed-
eral Rescrve banks should be members of the Open Market Committee,
The very fact that they so testified is indicative of the fact that
the issue at staske in thoe pending legislation was whether or not re-
sponsibility for this important function should be vested in the Gov-
ernors of the Federal Reserve banks or in the Federal Reserve Board.
It appears that these witnesses never had in mind a sclection of
representatives of Federzl Reserve banks from other than Governors
or other executive officers of the Federal Reserve banks,

The recommendation of the special committee of the American
Bankers Association was "that the Open Market Committee shall consist
of the entire Federal Reserve Board, (reduced to five members), and
four Governors of the Federal Reserve banks, sclected by the Governors
of the twelve Federal Reserve banks annmually."

The recommendation of the Federal Advisory Council was that
"The Federal Open Market Committee shall consist of the five members
of the Federal Reserve Board (reduced in membership) and four Gover-
nors of the Federzl Reserve banks."

The Commission on Banking Law and Practice of the Associa-
, tion of Reserve City Bankers in its "Summary of Arguments on Title
3 IT of the Bunking Act of 1935" clearly recognized that the only point
of difference was in whether the power to determine the open market
policy of the Federal Reserve System was to be in the Federal Reserve
Board or in a committec, &5 then constituted, of Governors of the
Federal Reserve banks.

The Committee on Banking Legislation of the Chamber of Com-
merce of the United States, in an analysis and report filed with the
sub-committee of the Senztec Committee on Banking and Currency, rec-—
ommended "that open market policies should continue, as at present,
to be formulated by a committee representing the twelve Federal
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Reserve banks." The Committee as then constituted was composed of
the twelve Governors of the Federal Reserve banks.

The legislative policy with respect to outside domination
or influence in the administration of the Federal Reserve Act is il-
lustrated by section 10 of the Act, wherein it is provided that the
members of the Board shall devote their entire time to its business
and that "No member of the Board of Governors of the Federal Reserve
System shall be an officer or director of any bank, banking institu-
tion, trust company, or Federal Reserve bank or hold stock in any
bank, banking institution, or trust company." It is hardly conceiv-
able that Congress, in setting up an administrative body to control
and supervise credit, should zealously strive to insure that body's
immunity from outside banking influence and then assign an important
power over credit to a committee, five of whose 12 members could re-
tain their private connections with outside business or banking.

It is self-evident that in order to render efficient serv-
ice on the Open Market Committee a member must be in constant touch
with the operations of the Rescrve banks and have a continuing know-
ledge of the condition of the member banks, of the trends in loans
and deposits, of the fluctuations in interest rates and of the money
market and credit situation generally. Regardless of his ability, an
outsider, engrossed as he would be most of the time in his own affairs,
could not establish and maintain that interest and knowledge necessary
to discharge properly his duties as a member of the Committee. In-
evitably his attitude would not in the very nature of the case be truly
representative of the Federal Reserve banks, It is only human nature
that a person engaged in an enterprise for profit would be primarily
concerned with the administration of that enterprise., Frequently, it
might become the duty of such member to move in the direction opposite
from that which would be advantageous to his private interests. Wheth-
er or not members finding themselves in that position could subordi-
nate their private interests to the general public interest which the
Open Market Committee is intehded tc subserve, it would be unfair to
place any member of that Committee in the enbarrassing position of
being required to make such choices. Such a relation to the System
would tend seriously to impair the efficiency and prestige of the direc-~
tors and officers of the Reserve banks and produce at times confusian
and embarrassment.

Members of the Committee arc in a sense the trustees of the
credit policy of the nation and, like trustees, they should not be in
the attitude of purchasing from or selling to themselves. OSuch trus-
tees must be scrupulous to place themselves beyond reproach and above
suspicion. The prestige, and indeed the preservation of the Federal
Reserve System, depend upon it,
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To Board of Governors Subject: =

From #r. Dreibelbis

sttached hereto is seven copies of a memorandum upon the
subject of representation of the Federal HReserve banks upon the

Federal Upen uwerket Committee.

Respectfully submitted,

ST P

Je Pe Dreibelbis,
Assistant General Counsel.
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REPRESEETATIVES OF Thi FEDERAL RESERVE BATKS
UPCH THE FEDURAL OPBEW LARKET COLZITTEE

Some question has arisen with respect to the composition of
personnel of the Federal Open ilarket Committee as created by section
124 of the Federal Reserve Act.

This section provides that the committee shall consist of
"The merbers of the Board of Governors of the Federal Reserve System
and five representatives of the Federal Reserve banks, to be selected
as hereinafter provided". The immediate question is whether the five
or any of the five representatives of the Federal Reserve banks may be
selected outside of the official personnel of the Federal Reserve banks
selecting such representativese

Section 12A does not in precise terms sst out requirements
in this respect but a review of the historical development of the com=
mittee and a review of such sources as are available reflecting the
legislative intent when the section was enacted and the purposes sought
to be achieved will clearly demonstrate that, irrespective of any am=
biguity in the letter of the act, selection of representatives by the
Federal Heserve banks from the ranks of banking, industry or commerce
would constitute a flagrant violation of what Conrress intended and
might well be calculated to defeat its very purpose.

realization of the imporbtance and effect of open-market oper-
ations upon the netional credit structure comsencing in 1920 and 1921
has resulted in the gradual development of mothods of control or coor=
dination of activities and has finally culminated in the "Upen liarket
Comrittee" crealed by section 12A of the Federal Feserve Act as revised
effective liarch 1, 1936, This development is best reflected by a chron=-
ological listing of the various committees and bodies created for such

purpose as follows:

1. "Committee of Governors on Centralized bxecution
of Purchases and Sales of Covernment Securities® « This com=
mittee was composed of Tfive governors of Pederal FReserve banks
and functioned from lay 1922 to April 7, 1923,

2. "Open Market Investment Committee" = This com=
mittee was created on April 7, 1923 as a result of resolution
passed by the Federal Reserve Board on March 22, 1923 from which
time open-maerket operations were not engaged in by the Federal
Reserve banks except with the approval of the Federal Reserve
Boarde It was composed of five governors of Federal Reserve
banks and functioned until liarch 31, 1930,
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3. "Open iarket Policy Conference" = This committee
was created as the result of counferences by representatives of
the 12 Federnl Reserve banks with the Board for the purpose of
recomiending policies and plans regarding ovenemarket opsra=
tionse It was composed of the twelve governors of the Federal
Reserve benxs and functioned until the passage of the Banking
Act of 1933.

4, "Federal Oven lLarket Comnittee" - This committee
wes created on June 16, 1933 by the Banking Act of 1933 and
was composed of the twelve governors of the Federal Reserve
banks .

5., "rFederal Open larket Committee" « As provided in
section 12A of the Federal Reserve Act as now in Lprce, oro=
viding for a committee consisting of "The Board of Governors
of the Federal Reserve System and five representatives of the
FPederal Reserve banks",

Thus, the Federal Reserve benks or the Federal Reserve banks
with the approvel of the Federal Keserve Board, have formulated all pol=
icies and directed all open-mariet operations since the necessity there=
for aroses At no time have the committees been composed of others than
officials of Federal Reserve banks, Indeed,, the issuwe as to whether
private enterprise should be represented in @ body created for the pur-
pose of reguleting and supervising such interests seems to have been
met and settled in the original enactment of the Federal Heserve Act
when banker representation was so forcefully argued and so forcefully
denied both by Congress and the President.

“his interesting period in the history of the Federal Reserve
System is graphically related in the following passage from Senator
Glass' book entitled "An Adwenture in Constructive Finance':

"These great bankers, arbiters for years of the
country's credits, were grouped about the Presidentts desk
in the E:xecutive office adjoining the Cabinet rooms I sat
outside the circle, having already voiced my own dissent from
the President's attitude. President iilson faced the group
across the desk; and as these men drove home what seemed to
me good reason after good reason for banker representation
on the central board, I actually experienced a sense of ro-
gret thet I hed a part in suvbjecting ir, ‘Wilson to such an
ordeal. “hen they haed ended their arguments Iir, ¥ilson,
turming more particularly to Forgan and Wade, sald quietly:
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'Will one of you gentlemen tell me in what civilized country
of the earth there are important government boards of con=
trol on which private interests are represented?' There was
painful silence for the longest single moment I ever spent;
and before it was broken Mr. Wilson further inguired: 'Which
of you gentlemen thinks the railroads should select members
of the Interstate Commerce Commission?' There could be no
convineing reply to either question, so the discussion turned
to other points of the currency bill; and, notwithstanding a
desperate effort was mede in the Senate to give the banks mi=
nority representation on the reserve board, the proposition
did not prevail,"

These facts were before Congress when section 12A was
enacted.

At the time of the revision of section 12A by the Banking

Act of 1935, the importence of open-market operations as an instrument of
credit control was conceded. Indeed, it was recognized as one of the
most, if not the most, important of such instruments. Likewise, it was
conceded that responsibility for the formulation and execution of such
policy should he concentrated in one bodye All previous committees had b//
been composed o S?ficers of the various Federal Reserve bankse The

whole issue was whether that responsibility should be fixed in the
ﬁ Board of Governors of the Federal Reserve System as then being set up

or in the Federal Reserve banks.

The bill, as introduced and passed in the House (H.R.7617),
definitely fixed such responsibility upon the Federal Reserve Boarde
In Congressman Steagall's report upon the bill the following was stated:

"Under the present law, open=market policies are
formuleted by the Federal Open larket Committee, which con-
sists of the zovernors of the 12 Federal Reserve bankse. The
recommendations of the committee are subject to the approval
of the PFederal Reserve Board, and the boards of directors of
each Federal Reserve bank retain the authority to refuse par-
ticipation in the policy adopteds We have, therefore, an
arrengement by which there is a policy=-making body of 12,
which hes power to formulate policies, but not to put them
into effect. Ve have the Federal Reserve Board, consisting
of 8 members, who have the authority to approve or disapprove
of the recommendations of the committee; and we have 108 di-
rectors of the Reserve banks, who have the finel determinetion
as to whether the policy is to be carried out or not. It
would be difficult to conceive of an arrangement better cal-
culated than this for diffusing responsibility and creating
an elaborate system of obstructions,
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"The amendment will cure this situation by placing
responsibility for national monetary and credit policies
squarely upon the Federal Reserve Boarde It will eliminate
conflicts of jurisdiction and policy because the final de-
cision as to all matters affecting national policies would
be vested in the Federal Reserve Board. The participation
of Federal Reserve bank governors in the deliberations lead=
ing to the adoption of open-market policies will be preserwved.
Open-market operations mey be initiated either by the committee
of the governors or by the Board, but the ultimate responsibil-
ity for making a final decision and the power for adopting and
carrying out national policies will be concentrated in a na=
tional body, as they properly should be in the public interest."

- The bill was amended in the Senate to provide for the creation
of a "Federal Open liarket Committee" consisting of the members of the
Board of Governors of the Federal Reserve System and five representatives
of the Federal Reserve banks to be selected annuallye

In conference the present section 12A was agreed to.

Thus it is clear that the provision for the selection of"five
representatives of the Federal Reserve banks®™ represented a compromise
between fixing responsibility in the Board and fixing responsibility in
the banks by fixing responsibility in a body composed of the Board and
representatives of the bankse.

This is borme out by the following remarks of Senator Glass
made when the bill, as amended by the Banking and Currency Committee of
the Senate, was reported to the Senate:

“As I have said, in order to produce a bill, in
order to harmonize radical differences, concessions, even
yielding of convictions, had to be made, so it was finally
determined to constitute the open-market committee of the 7
members of the Federal Reserve Board and 5 representatives
of the Federal Reserve banks, The Federal Reserve banks,
which are the trustees of the reserve funds of all the mem=
ber banks of the country, are graciously given this minority
representation upon the open-market committee.

"Some of us were opposed to any alteration of the
existing arrengement. Qthers thought that the representatives
of the banks, whose money is to be used, whose credit is to be
put in jeopardy, should have control of the committee and
should have the majority representation, But in order to re-
concile bitter differences there wes yielding, and we have now -
proposed an open-market committee composed of all 7 members
of the Federal Reserve Board and 5 representatives of the
regional reserve banks."
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During the consideration of the Banking Act of 1935 by the
Banking and Currency Committees in both the House and the Senate, many
distinguished banlters appeared before one or both of the Committees
and among them there seemed to be s unanimity of opinion that "Governors™
of the PFederal Heserve banks should be members of the Upen Harket Come
mittees The very fact that they so testified is indicative of the fact
that the sole issue at stake in the pending legislation was whether or
not control c¢f this important function should be wvested in the “Governors
of the Federal Peserve banks or in the Federal Reserve Boards It does.
not appear that these witnessespever had in mind a selection of repre-
gentatives of Federal Leserve banks from other than fggzgrnors” or other gyceess
cfficers from the official personnel of the Federal Reserve banks,

The recommendetion of the special committee of American Rankers
hssociation was "that the Open liarket Committee shall consist of the
entire Federal Reserve Board, (reduced to five members), and four Gove
ernors of the Federal Reserve banks, selected by the Covernors of the
twelve Federal Reserve banks annually®.

The recormendation of the Federal Advisory Cornmittee was that
"The Federsl Open larket Committee shall consist of the fivo members of
the Federal Reserve Board (reduced in memberchip) and four Governors of
the Federal Peserve banks",

‘he Cormission on Banking Lew and rractioe of thn Association
of Reserve City Bankers in its "Summery of Arguments on Title II of the
Banking sct of 1935" clearly recognized that the only point of difference
wes in whether the power to determine the open market policy of the Fed=
eral resovrve System was to be in the Federasl Reserve Board or in a com=
mittee, as then constituted, of Covernors of the Federal Heserve bankse

The Committee on Banking Legislation of the Charber of Commerce
of the United States, in an analysis end revort filed with the subecommittee
of the Senate Zommittee on Banking and Currency, recommended "that cpen
market poiicies should continue, as at present, to be forrulated by a
corrmi ttee representing the twelve Federal Reserve banks®™, The Committee
as then constituted was composed of the twelve Governors of the Federal
Yeserve banks,

In this connection it may be well to pvoint out that Congress in
providimg that the committee should consist of “the members of the Board
of Governors of the Federal Reserve System and five representatives of
the Federel Reserve banks", alsc provided that such representatives of
the banks should be elected, one by the boards of directors of the Feder~
al Reserve Banks of Boston and MNew York, one by the boards of directors
of the Federal Reserve Benks of hiladelphia and Cleveland, one by the
boards of directors of the Federal Reserve Banks of Chicago and St.louis,
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one by the boards of directors of the Federal Reserve Banks or Richmond,
Atlanta and Dallas and one by the boards of directors of the Federal Re=
serve Banks of Minneapolis, Kansas City and San Francisco. Obviously, it
was not the intention to concentrate the powers therein conferred in
other than a national body or to alter the responsibility to conduct
operations other than within the governing principles as laid down in
the act. The purpose was to meet the demands of those who thought that
responsibility for operations should be in the banks rather than in the
Board and to provide a method whereby the commitiee as a whole would be
able to present a composite picture of the needs of commsrce and business
with respect to the general credit situation of the entire country. Cone
sequently, the section should be interpreted as providing for the select=
ion of five members of the committee from "representatives of the Federal
Reserve banks™, that is to say, from the already designated representa=
tives of the Federal Reserve banks so acting at the time of their election
to membership upon the committee. By the same reasoning that would per-
mit Federal Reserve banks to select, as a member of the committee, a re=
presentative not already a designated representative of the Federal Re=-
serve banks, they could elect representatives from points outside their
respective districts and conceivably each designated group of Federal
Reserve banks could select as a representative and as a member of the
committee a director and officer of a large c¢city commercial bamk and con=
ceivably the committee could be composed of the seven members of the
Board of Governors of the Federal Keserve System and five officers or
directors of one large city bank. '

The legislative policy with respect to outside domination or
influence in the administration of the Federal Reserve Act is illus-
trated by section 10 of the Act, wherein it is provided that "No member
of the Board of Governors of the Federal Reserve System shall be an
officer or director of any bank, banking institution, trust compeny, or
Federal Reserve bank or hold stock in any bank, banking institution, or
trust company™. True, this section applies only to the members of the
Board of Governors, but it is hardly conceivable that Congress, in set-
ting up an administrative body to control and supervise credit, should
so zealously provide for its freedom of action by and large and then
delegate perhaps the most important funotion to a committee, five-twelfths
of which could possibly represent private interests as opposed to the na=-
tional interests Such a construction of section 12A would certainly be
strained in the light of the true intent of Congress and, as the same is
susceptible of a construction giving effect to the real intent, such
construction should be placed upon ite

Added to this is the very significant fact that section 12A
as revised by the Banking Act of 1936 took away from the Federal Reserve
banks the power of declining to participate in open-market operations
recormended by the Committee. At the same time, however, it provided
for representatives of the banks to be upon the Committee. Clearly
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Congress would not and did not undertake to provide for representation
of the Federsl Reserve banks by making it possible for such representa-
tion to come from sources wholly outside of the banks,

In addition, it is to be noted that in the omnly case, in con-
nection with the Federal Reserve System where Congress has provided for
a body, the personnel of which is selected from sources outside of the
official personnel of Federal Reserve banks, to wit: the Federal Advisory
Council, it, at the same time has provided for the compensation and allow=
ance of the Council memberse In connection with the Federal Open Market
Committee, however, no provision whatever is made for the payment of com=
pensation to or expenses of the members, Had Congress intended that
members could be selected from sources outside the official persomnel of
the Federal Reserve banks, it no doubt would have made provision for pay-
ment of compensation to and the expenses of such memberse

Further, it is significant that Title II of the Banking Act of
1935 became effective August 23, 1935, except that section 203 provided
for the appointment of a Board of Governors of the Federal Reserve System
effective February 1, 1936, and sections 201 and 205 were enacted effect-
ive March 1, 1936, Section 201 amends paragraph “"Fifth"™ of section 4 of
the Federal Reserve Act so as to authorize a Federal Reserve bank "To
appoint by its board of directors a president, vice-president, etc."
Section 205 amends section 12A of the Federal Reserve Act and creates
the Federal Open lMarket Committee effective lMarch 1, 1936 The fact that
these sections were enacted effective upon the same date would indiocate
that the five representatives of the Federal Reserve banks were to be
selected from among the "Presidents™ of the Federal Reserve banks,

Aside from the legal aspect of the situation, there is the
fact that there now exists a well-defined and long-established policy
outlined by the Board and concurred in by the banks recognizing and seek=
ing to avoid the embarrassment resulting from affiliation with outside
business interests of officers and emplcyees of Federal Reserve banks,
and even of directors when their status as directors might be considered
as being used to further their privete interests,.

In 1919 the Board addressed a letter to all governors of the
Federal Reservc banks saying, among other things, "While the Board does
not assume any Jjurisdiction over the business affiliates of any director
of a Federal Reserve bank except insofar as such connections may affect
his qualifications as prescribed in section 4 of the Federal Reserve
Act, it has alweys entertained the view that no director of officer of
a Federal Reserve bank should permit his connection with the bank to be
used in furthering his private business or the interest of any corpor-
ation with which he may be associated."

org/
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In 1924 the Board directed a letter to the chairmen of all
Federal Reserve banks, wherein it was stated, "There appears to be no
provision of law which would prohibit en officer of a Federal Reserve
bank from forming an outside connection with a business concern of any
kind, but the Federal Reserve Board believes it will be as obvious to
the Federal Reserve banks as it is to itself that the good conduct and
reputation of the Federal Reserve System require that the officers of
the reserve banks shall give their entire time and attention to the af=-
fairs of the bank and not be identified with any outside business in-
terests®. The views expressed in this action were apparently concurred
in by the officers and directors of the Federal Reserve banks.

The duties of & member of the Open liarket Committee in connec-
tion with the formulating and fixing of oven-market policies comes
peculiarly within the logic of the above letters outlining poliey in
connection with Federal Reserve bank personnel and the reasons upon
which the aforesaid letters were based, which reasons were and are ap-
parently concurred in by all of the Federal Reserve banks, apply with
even greater force to a member of the Open liarket Committee.

From the outset open-market operations have been an important
funection of the Reserve banks and within the last few years they have
become a major responsibility of the System. The new Committee has
been invested with broad powers and from its decisions and orders there
is no appeal. It follows, therefore, that to render efficient service
on the body & member should be in constent touch with the operations of
the Reserve banks and have a continuing knowledge of the corndition of
the member banks, of the trends in loans and deposits, of the fluctua-
tions in interest rates and of the money market and credit situation
generally. Regardless of his ability, an outsider, engrossed as he
would be most of the time in his own affairs, could not establish and
maintain that interest and knowledge necessary to properly discharge
his duties as a member of the Committee. Inevitably his attitude would
tend to become advisory rather than representative of the Federal Reserve
banks. It is only human nature that a person engeged in an enterprise
for profit would be primarily concerned with the administration of that
enterprise. Frequently, it might become the duty of such member to move
in the opposite direction from that which would be advantageous to his
own enterprise. Whether or not members finding themselves in that posi=-
tion could act without regard to their vprivate affairs and in the publie
interest, it would be unfair to such member to be placed in such position.
Such a relation to the System could well impair the efficiency and pres=-
tige of the directors and officers of the Reserve banks and produce at
times confusion and embarrassment.
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kiembers of the Committee are in a sense the trustees of the
credit policy of the nation and, like trustees, they should not be in
the attitude of »nurchasing from or selling to themselves.

lext in importance to the actual sound and efficient couduct
of overations by the Open liarket Committee in the punlic interest and
for the public welfare is the reputation of that body for so conducting
its affeirse. The very existence of a private interest upon the »ert of
a member of the Committee, even conceding that such interest would not
influence his action, mizht affect the public interpretations of the
actions of the Committee. The detrimental effect resulting from such
a situation is apparent.
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Sena question has arlean with r«epe«t to tho composition of
personal of tho Federal Qoen Market Cossiittee as created by eeotion
12A of tho Federal Reserve Act.

Thle section providee that tho oowraittee shall eonsist of
"The meWrt of tho Board of Governor* of tho Federal Reserve Systesi
and five representative* of tho Federal Reserve buski, to he selected
as hereinafter provided?** Tho iasasdiate question la whether the five
or any of the five representative of tho federal Reserve banks ray ha
solooted outside of the o fficial personnel of tho Federal Reserve bonk*
oelooting euoh representatives*

Section 124 does not in preoloo terrs sst O.A requirements
in this respeot but a review of tho historical development of the ooc*-
nlttee and a review of suoh sources as are available reflecting tho
legislative intent when the section was emoted end the purpeooe sought
to be ashieved w ill clearly dsaanstrate that, irrespective of any am-
biguity in tho letter of the act, selection of representatives by the
Federal Reserve basks free the reaks of banking, industry or ooa&ieree
would constitute a flagrant violation of wh*t Congress intended end
sight well be calculated to dsfoat its very purpose#

Realisation of tho importance and effect of open-market oper-
ations upon tho national credit structure oaoraenelnt in 1920 and 1321
has resulted la the gradual development of methods of control or coor-
dination of activities and has finally culminated in tho "Open Market
Cosnitteell created by section ItA of the federal K©serve Act as revised
effective aroh 1, 19M « This development is best reflected by a chron-
ological listing of the various coamlttees and bodies created for sush
purpose as fellow s«

1+ "Qarcmittee of Governors on Centralised Sxeewtlon *
of ftiroheses and &ales of Governnont securities?® - This eom»
aittee was eonpeaed of five governor* of Federal Reserve banks
and functioned from May 1922 ie A pril TAGx ~

2% "Open Market Ilwrestaent Coaraittee”™ « This oon-

m Ittee was created on April 7, 1925 as a result of resolution
passed by the Federal Keeerve Board on ~aroh 22, 1325 from which
tins spen-market operations were not engaged in by the Federal
Reserve basics except with the approval of the Federal Reserve
Board* It was composed of five governors of Federal t

banks YaA functioned until March 519 1930*~~
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5* *QOpen Market Policy Conference* * Thit ooswilttoe
wes created ae tlse result of oonfereitoos by representatives of
the 12 Federal Reoerve banks with the 8o«rd for the purpoee of
recom; ending policies and plane iwardIn*. epea-wket opera-
tions* It was composed of the twelve governors of the Federal
leeorvo banka and functioned until the ®'ssaf0 of the Banking
K TBS5T

4* "Fodo**! Open Market C<aesitteen » this eoeanittee
Was created on June 16, 1993 by the Bonking Act of )55 and
was composed of the twelve fiAvr.-ors of the Federal Reserve
banks*

8* "Federal Open MerVet Committee* » 4c provided In
section 12A of the Federal Reserve Act es now in faroe, pro-
viding for a committee osceistlfic «f "The Board of Governors
of the Federal Reserve System and five representatives of the
Federal Reserve banks**

Thus, the Federal Reserve banka or the federal Keserve banks
with the approval of the Federal Reoerve Board, have formulated a Il pol-
ioi»s and directed a |l open**aerket operations sinee the neeceelty there-
for arose* At no tisss lave the committees been composed of others than
officials of Federal Reeerve baake## Indeed, the issue as to Whether
private enterprise should be represented in a boay ereatod for tha pur*
poee of regulating and supervising such intercoms scouts to have been
aet and settled In tbs original onaotmomt of the Federal 8«eorvo Act
when banker representation was so forcefully argued «@ »¢ forcefully
denied both by Congress and ths firestdent*

This intereetin*: period in the history of tbs Federal Keeerve
System is graphically related in the fe llearing passage from, senator
Class* book entitled "An Adventure In Constructive Finance**

"theee preat bankers, arbiters for years of tv
country9s oredits, were grouped about the PrssidenVa desk
in the Sascutlvs offloe adjoining the Cabinet room* X sat
outcido the oirole, having already vetoed my cam dissent frsm
the hresiiontl* attitude* President 1llson faoed the group
aoroee the desk* and as these mi drove hssse what accused to
nme good, reason after food, reason for banker ronrooentatton
on tho central beard, | actually experienced a sense of re-
grot that | bad a part in subjecting W* Wilson to ouoh an
ordeal* then they had ended their arguments Mr* Wilson,
turning more particularly to Forg&n and Wede, said quietlyt
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Will om of you gentlemen toll vm Is what civilised country
of tho earth there are important fcovermaent boards of con-
trol on Which private intereete arc repreeersted?* There was
poinfal eilenoe for tho longor* single moment | over spenti
and boforo i1t was broken Wm Wilson further inquiro.ii fWhich
of you go ;itlothon thinfcs th* railroads should ooleot tac&bers
of tho Interstate Co ";.jam Cemission?" There could bo no
convincing reply to oithor question, so tho discussion turned
to other points of tho currency bill} and, notwltheta™din& a
desperate offort was taade in th* Senate to give tho banks
minority representation on the roserve board, the proposition
did not prevail*1

These facte were before Songroes when seotion 12A was eranted.

At the time of the revision of scotton ISA by the Sanklsac Aot
of 193%9 the importance of open—nssarket operations *s an instrument of
eredit o ntrol was conceded* Indeed* it was recognised as one of the
most* if not the »ost, important ef such instruments* Likewise, itwas
conceded that responsibility tor ths formulation and exeeutim of sueh
polioy should be o neentrated in one body* &I1X previous ccmmitteee had
been composed of Tffleers of the various Federal H«eerve bonks* The
whole issue was whether that responsibility should be Ffixed in the
Board of Governors of the floral Keeenre System as then being set up
or in ths Federal Sseterv* banks*

ths bill, as introdueed and passed In the House (H*R* Til?),
definitely fined suoh responsibility upon ths Federal Beeerve io&rd,
In Gonermeeman iteagnll’s report upon tha bill tfe following was stated»

1 Under the fweeent law, epetMiarkct poliolee are
formulated by the Federal Open Market Committee, wtlch oon-
slsts of the Eovemors of the 12 Federal Reserve Fimks<"j¥>se
reeo mendatiens of the ooi’dttsiiT*ara su”™jeet to the "approval
ef the Federal Keeerve Board* and tha boards of directors of
eaeh Federal Reserve bank retain the authority to refuse par*
tlei ation in the policy adopted* He have# therefore, an
arrangement by stoieh there is a poliey»meklng body of 12,
which hae pomer to femulate policies, but mot to put theia
into effect* We have the Federal Reserve Board, consisting
ef 8 members, who have the authority to approve or dieepprove
of the rocomasttdetlone of the committee! and «e have IDS dir-
ectors ef the ieeerve banks, who have the final determination
as to itfthethor the policy ie to be carried out or not. It
would be difficult to conceive of an arrao”™e”ent better cal-
culated than this for diffusing responsibility and creating
an elaborate syetsm of obstructions*
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*Thm will aura this situation by plaolnr
responsibility for national monatary and oradit pollsias fnaps
ly xiptm tha 3Nder*l % « m ITwHt I1twill eliminate o nflleta
of jurls™iotion gnd poiioy baaau&a tho fTinal daolaicm aa to all
matters affooting national pollolee would bo rested in tho Fed™*
oral Reearve Board* Tho participation of Federal fcoeerve bank
fovomoro in tho deliberations leading to tho adoption of opan-
narKrt polieiee will bo preserved* Cfcien-market operations aay
bo initiator either by tho eommittee of tho governors or by tho
Boar3, but tho ultleat* responsibility for ?SrTrc a final do*
oltlon and tho poaer for adopting and carrying out national
pollutes will bo eonsenferated in a national body, at they prop**
erly thou d bo In tho publio interest**

tho bill Was amended in the Sonata to provide far tho creation
of a "Federal Open fttorket CoMlttooll consisting of the e ber* of tho
Board of Corernors of -tho Federal Eeeerve System nod flw representatives
of tho Fadaral Reserve banka to bo seieeted annually*

In eonferenoe tho present section 124 was agreed to*

Time it lo oioar that tho provision for tha aolootion of *five
reiJroseotatlvee of tho federal Uoaarwo bank** represented a ooysprcmise
betweca fining responsibility In tho 3ofrd and fining responsibility iIn
tho bonks by fixing responsibility In a body composed of tho Board and
representatives of tha b3ks«

this i1« borne out by tho foil9«Ine reemrka of Senator Glass
made whan tho bill, aa amended by the Banking and Gurreasy Committee of
tha Senate, was reported to tho Donato*

"Aa 1 have said* in order to produce a bill, in
order to hervsmisi radical dIfferensee, concessions, even
yielding of convictions, had to bo ®de, ao It m finally
determined to constitute tha opem-war~et committee OF tha 7
mo bora of tho Fadaral toaarvw Board and 6 representatives
of tho Federal Meeerve banka* tha fadaral Kescrve banka,
which ara tha trustees of tho rasarv© funds of all tha rees»
bar banks of tha country, ara graciously given this minority
raproaantatl™© upon tha cpca™ariret committee*

*&9m of m war# opposed to any alteration OF tie
exiatiing arrangement* Othara thought that tha representatives
of tho banka* whoso money la to bo ueed, whose oralit is tO ba
put in jeopardy, should have control of tha oomedttao and
should hava tha majority representation* But In ordar to ra-
aonoila bitter difference* there waa yielding, aad wo bars near
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propoeed an opetwmarket ooaoniittee composed of *11 ? menbers
of tb* Federal ficeerve Board and 5 renresentat\ves of th#
regional w w m beni e**

During the ec-nsltferetion of tha Banking Aot of 1955 by tha
Banking om|] Currency Sosw&tteee la both tha House and tha Senate, mony
distinguished bankers appeared before ons or both of the Ccwaltteea
and aaong them there seeded to be a unanimity of opinion that ”~Governors*
of the Federal Reserve banka should be »aber* of the Open Mar; «t ""do>
aittee* The very feet thet they eo testified le Indicative of the fact
that the eole Issue at stake la the pending legislation was whether Or
not control of this important function should be vested in the *Covornor*s*
of ths Federal Reserve banks or In the Federal lieserve Board. It does
not appear that these witnesses ever had in aindl a selootion of repre-
sentatives of Federal leoorve banks free other than "Oorornors'™ or other
offloors frea the offielal personnel of the federal Reserve banks*

Ths reeosasiendatlen of the special ooRgnittee of American Bankers
Association eas "that the Open Market Ccsssittee shall oinsist of the
entire Federal Ummrro Board, (reduced to flee members), and four Gov-
ernors of the Federal Resere© banks, selected by the Governors of the
twelve federal Reserve beaks annually*.

The reoemaendation of the Federal Adelscry Coamittoe was that
*The federal Open Market Csmartttee shall consist of the five noabers of
ths Federal Reserve Board (reduced in membership) and four Governors of
ths federal Reserve banks**

The Ccamission on Baaking Law and freetioe of the Association
of Reserve City Bankers In its *St-mary of ArguEsents on Title 1l of the
Bonking Act of 1935* clearly recognised that ths only polrt of differodes
eas In whether the power to determine the open mharket policy of the Fed-
eral Reserve System was to be In ths Federal Reserve Board or in a eee-
aittee, as tJwn constituted, of Governors of ths Federal Heeorte ban*e*

Ths Ccmalttee on Banking legislation of the Chamber of Gsansree
of the Waited States, la an analysis and report filed with the sub-oosaaittee
of the Senate Committee on Banking and Currency, recomended '‘that open
market policies shou d continue, as at present, to he formulated by a
eoasittco representing the twelve Federal ieeerve banks** Ths CesH&ittee
as then constituted was ooopoeed of the twelve Governors of the federal
Reserve banks*

In this connection it nay be eell to point out that Courses In
providing; that ths eaaaittoe should conelst of *the aswmitors of the Board
of Governors of ths Federal Reserve System and five representatives of
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the Federal leaorve benksw, also profit that each representatives of
the banks should be elected, one by the bo&rds of dlreetors of the feder-
al Bcaerte Banks of Boston and lew York, one by the boards of directors
of the Federal Reserve Banks of “hiladeiphia end Cleveland, one by the
board* of directors of the Federal Reserve Sank* of Chicago end St* Louie,
one by the board* of directors of the /federal Reserve Banks of Richmond,
Atlanta and .Dallas and om by the boards of dlreetore of the Federal te-
serve Banks of Minneapolis, Kansas City ad, San Frwneieco. Obviously, It
wasiut the intention to concentrate tha ponere theroin aonferred In

other then a national body or to alter the responsibility to conduct
operations other then within the governing principles as laid down in the
act* The purpose was to meet the demnds of those who thought that re-
sponsibility for operations should be in the ban:a rather thea in the
Board and to provide a method whereby the ooHaittee as a whole would be
able to present a compoeite picture of the needs of ooiaeteroe and business
with respect to tha general eredit situation of the entire country* Con*
sequent iy, ths sootion should be Interpreted as providing for the select-
ion of five weiabers of the Ofsaaittee from *rcpresentatlvee of the Federal
Reserve banks*, that is to aay, froa tha already designated representatives
of ths Federal ieeerve banks so acting at tha tine OF their eleatlon to
membership upon the cooadttee* By the same reasoning thvt would permit
Federal lioeerve baaSrs to select, as a member of the coaaittee, a repre-
sentative not already a designated representatlva of the Federal Beserve
banks, they could elect representatives froa points outside their res-
pective districts and conceivably each dssipsatel pjroup OF Federal Beserve
banks could select as a representativa end as a tsenber OF the coaaittee a
director and officer of a large city ©o xercial bank, and conceivably the
oomittee CoOid be coxaposed OF the seven members of the Beard OF Severnors
cf the Federal Beserve System and five offleers or directors of one lar®e
city bank*

the legislative policy with ns;«ot to outside domination or
influence iIn the adaiaiatration of ths Federal Reserve Act Is illustrated
by section 10 cf the Act, wherein it is provided that *Be —*Hoer of the
Board cf Governors of the Federal Reserve System shall be an officer or
director of aay bank, banking institution, trust eoapaay, or Federal Re-
serve bank or held stock in any bank, banking institution, or trust com-
pany** true, this section applies only to tha asishcrs cf tha Board cf
taverners# but i1t is hardly conceivable that Congress, iIn setting up an
administrative body to control and supervise credit, should sc stalously
provide for its freedom of action by and large end then delegate perhaps
the meet important function to a committee, five**twelfths af which could
possibly repreaent private interacts as cppaaed to the national interest*
Such a constriction of section ISA would certainly be strained in tha
light cf the true intent cf Cengrees and, as ths mem Is eueecptlble of a
construction giving effect to the real intent, such construction should
be plaaed upon it*
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Added to thia Is th* vary significant faat timt eeetloa 11X
M rwlwd by the Mtifig Aat of 1M5 took away fro® tin redoral Seimt
banks tho power of declining to participate in opacMa«fcet operations
reaossssendod by tho Goss&ittee. At tho eara ti%ac, *o«wwr# it provided
for representatives of tho banks to bo upon tho Committee* Clearly
Ccmgreee would sot ond did not undertake to provide for representation
of the Federal Kaearve ban>s by naking it pooslIblo for sueh representa-
tion to a<*e free* sources wholly outside of th® banks*

la addition* it la to bo noted that in tho snly case, 1a con-
nooti<m with tbo Federal Heeerve Systsb, where Congress haa prowided for
= body, tho personnel of which, lo selected froa sources outside of tha
official personnel of Federal fteaerve banks, to wit« tho fadaral Advisory
Council, it, at the same tlas has prowldod for tha eoé&penaatlan and allow-
ance of tho Council aembara* Im eamnectlsm with tha Fadaral Open Market
Committee, however, no provision whatever ia aada for tha of QB
pensation to or expanses of ths members* lad Congress Intsnded timt
aes&srs could ba solootod irtm aouroes outside tba offialal personnel of
tha Federal Heserve banks, it so doubt woald hsnre made provision for nsy»
swnmt of ooD.paaaat.lon to said the expenses of sueh aethers*

further, it is significant that fitlo IX of tho Banking Act of
1956 boaaria effective August 23, 1936, axaopt that section SC5 provided
for tha appointsftsnt of a Board of Governors of tha Fadaral Reserve Syeteic
offestive February 1, 1dSd, aad sections 201 and 205 wara enaatad effect-
iva Marsh 1, I£$4* Tfceetioa 201 waends paragraph eFifth* af section 4 of
tha Fadaral Meaerve Aet aa aa to authorise a Fadaral Hoaarva bank *To
appoint by ita board of diraatora a president, vVco-president, ate**
Saatlon 20S agenda saatlom ItA of tha Fadaral leases* Aot and oraataa
tha Fadaral Open -Market Ccsaslttoo affective March 19 1936* the faat timt
thaaa cacti one wera enacted offaat iva upaa tha aare data would Indleate
that tha fiva representatives of tha federal Reserve banka ware to ba
aeiaated from ax8ong tha "Freatdants” of tha Fadaral K©serve banks*

Aside froa tha legal aspect of tba situation, there is the
faat that there mow exists a welWdefined and lor*-estab lishsd policy
outlined by the Beard and concurred in by the banka recognising and seek*
lag to avoid tha ag&barraaaraent resulting froa affiliation with outs lda
business iInterests af offloors and aaployaaa of Federal koaarva banka,
and avan of diraatora whan their atatua aa diraatora night be aone idered
as being uaed to further their private Interests*

Im 1919 the Board adbrassed a lattar to ail governors of the
Fadaral SUaerve banks saving, among other things, "While the Board doea
aat assUMe any jurisdiction over the business affiliates of any director
of a Federal Reserve bank except Insofar aa suah connections aay affect
his qualifications as prescribed In section 4 of the Federal Roeervo
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Aot, 1t Mo alway©® Ontortai«Cd tho view thot a© d rootor or ©ffloor of
0 FodoroX leoorro bank should pormit hi© oo»n@otla« with tho lreSt to bo
uttod In frtfeorine hi®© jwivat® bnatno® or tho 1 tero«t of agyr corpora-
tion with, whioh ho any bo aocoocolatod™*

la 1914 tho 8*0*4 dirootod o letter to KO Ofcniren of ail,
Foderol Eooonr© beak®, wiseroin It w0 <tatod» *T-ncre afpoar®© to bo bo
pranrloloa of low whloh would prohibit on offloor of o Fodoral 1o*on/©
bonk from forming on out©idd Otuacotica with. o bueirid®# oonoom of any
kind, but tho Federal tooorwo Board beliooc® rtwill bo oo dovicmo to
th® federal iooorvo bank® oo 1t lo to itolf timt th® good mmidmt and
refutation of tie federal fteoord© &/ ke¢a rog™ro thot tho offlocor* of
tho rosorro bonk* Chell giro tOIr ontir®© tasd caA attention to the of*
fair® of the bonk aad not bo i1doatlfiod with any out#1d® buoinooo Int*
torooto*  The viewd Oxpro*td In thi© notion Gore apparently oonourrod
mn by %0~ offtoor® ond director© of th* fodorol SoWMWI bofea?

Tho d"ytieo of 0 nmbmr of tho Clpm HHfeot f— nittoo IS oonaco-
tioawith ths formulating and flagaf of opon norkot poliotoo ad20*
oocoul*lerly within tho login of tho ahow letters outlining pelley In
oonaootiOB with Federal Booorvo kafc p*r«oun®l mid tho reason® <«qmi
whiloh tho oforosold lottors wore baaed, whioh ro™oono wore and are ap-
parently Gcroyrroii in by mil of tho fodoral Honor*© baako, apply with
Ceon griatoor for€® to a mmimr of the (Bsa Marlmt Cet>ittad*

frm, tim outset opa8nrfeot operation®© fmum boon an Ssaportant
function of tho looorvo bonk® and within tho laet fow yonro thty hove
boooskO a Njor roopcRtibllity of tho fevtaau ThO now Oomittoe T®
boon 1mrootod with broad posvor* uid fron 1it® dooiaton™ aed order* thor©
10 no gppeal™ It follon©, thereford* that to render efficient aerviloe
m thO body a taarber ©hould bO Im constant touch with tho operation™ of
tho ReRon© lxnk* ad- have a Contlnning knoarlodgo of tho condition of
tho nenfeor bank®, of tho trend* iIn loan® and dope®it®©, of tho Fluctua-
tion iIn Istoroot rate# and of tho money nor kit and oronit Ortnntion
poeorailiy* HOgardled®© of hi© ability, an oofooldor, ©ngrwoood a© ho
woulld b© mo«t of tho Msao In hi* 2ya affair©, oould mat »Otabii#h and
maintain that 1CA«r«ot Cad 3 oMd© aooCar™ to properly 1i1oohnrfo
hi© duties a© a kst of tho Cam Itte®» Xaovitably hi© attltudo womid
tond to beaom adriCory rather than roprocordat It© of tho 7ZCd»ral too*rro
keak©* It 1© only hmtn notnro that a ottt Omn”od In Ca enterprise
for profit wonld bo primarily cooortsxd with, tho odniniotration of timt
estoprig?  frogonlly, 1t night booosiO tho d«ty of ©nob raoxa to novo
n, tho opposite dlrootion fr«s that whloh would bo advnsitng@on® to hi®
N Cntorprioo#  Whether or not nambr© findif, th'hoolvo® Im teat po«i™
tion oonld aot without rorard to thoir frtoofto affair* and in tho pnbli©
interoet, i1t would bo unfair t Cach to bo ploood In Onob po«rticE-*
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Bmiik * relation to th# S/ tk& #ould well Irpfar tho mftMmmp «il
prmmtd$n of th dlrootor# sat offiter§ of tht K [sisict o=l prods'H
At tt #* mnfuMi-m wad #rdosTSHKIRE«

MttBbor* of tli* Casmitt## mr* in & fHi0> the tr rt#o* of %l*
cr#dit policy of th* nation SHeS* llko truoti##e» %h#y *muM not bo in
thet «Hilad» of pjr#imtistg from or gulling to th#ir*#lr#o.

tact in iinportsn# to tidt actual sound and #FFiolont #onduwt
of gr*tic?i» by th* Optn Movteat timmittom in tho public Irst#rect mud
for th public WAl r# 1# €H reputation of tmt body for #0 conducting
e TR Th# rifry #xUt#ai# of # privet# 1&tr#ot upon tho port of
# comber of th CrssdtH# . even <ost#Hdt*E that ouch iInterest would sot
influ#no# U* #0* 121> sight mffoot th public InBr 3 rrttide« of ot
octio"o of th# Cosmitt##* Th# detrimental offoot réultinc fraal ouch
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FEDERAL OPEN MARKET COMMITTEE
(From Jan. 1 to Feb. 29, 1936)

PrBCurties- 9 oora
George L. Harrison

M. J. Fleming

Oscar Newton
G. J. Schaller
Wm. McC. Martin
W. B. Geery
G. H. Hamilton
B. A. McKinney

Boston

New York
Cleveland
%?é éf&%ﬂmq‘.’ i
Atlanta

Ly
. y i -
& s gid.be«r

gE8 11 1938

233. 2@

Chicago (H. P. Preston, alternate)

St. Louis
Minneapolls

Kensas City (minutes)

Dallas (minutes)
: .:?,,& o é‘o‘?’t‘.('x“'}(»{"
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FXCERPT FROM LETTER OF FEDERAL RESERVE BANK OF KANSAS CITY
DATED Feb 7, 1936, re minutes of meeting of Board held on
February 6.

fokc ofa I,

FEB -7 193¢

T A A 3 1

"Governor Hamilton informed the directors that in accordance
with the rules adopted to govern the election of a member and an
alternate member of the Federal Open Market Committee by the Boards
of Directors of the Federal Reserve Banks of San Francisco, Minne-
apolis, and Kansas City, he, as judge of the election, had called
a conference of representatives of the three Boards of Directors to
be held in Denver on February 15, this action being necessary in
view of the fallure of the three banks to elect a member and an
alternate member of the Federal Open Market Committee by February 1.

"The directors selected as their representatives to attend the
meeting to be held in Denver, the committee previously appointed to con-
fer with the Boards of Directors of the other two banks on matters re-
lating to the selection of representatives on the Open Market Committee.
The Committee appointed consists of Deputy Chairman Brown, Director
Bernardin, and Director Mullaney."

f

P
frews

pxe X~F4/0 - y"’/%
, ke 331,01 (o)
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February 6§ 1926.

332 gpbi
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Mr, J. N. Peyton, Chairman,
Federal Reserve Bank of Minneapolis, EoRs
Minneapolis, Minnesota g
Dear Mr. Peyton:

Reference is made to your letter of Jamuary 21 reporting the

action of the Board of Directors of your bank on certain subjects at
its meeting on Jamary 21, 1936,

You will be advised at an esarly date in regard to the Board's
action on salaries fixed by your Board of Directors for officers of
your bank, and in the meantime the Board will interpose no objectiqn
to payment of salaries to officers of the bank at the rates previously
approved by the Board and in effect on December 31, 1935.

» It is noted that Directors Clark, Grangaasrd and 0'Connell have \
/f been appolnted as & committee to meet at Denver with Directors repre- 1
/ senting the Kansas City bank and the San Francisco bank for the purpose

of considering recommendations to be made to the several Boards regard-

\ ing the selection of a member and alternate member of the Open Market
Committee; that Directors Clark and Grangaard have been appointed a
commnittee to visit Washington sometime after February 1 to discuss with
the Board of Governors of the Federal Reserve System general policies
of the bank; and that the Board of Directors are not in favor of a

uniform day for holding directors' meetings throughout the System.

.o Very truly yours,
{4 1% p = LRV
5 z "w d) ’,W (Signed) Chester Morrill
ﬁa"J“ Chester Morrill,
Secretary.

)
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Copy FEDERAL RESERVE BANK OF KANSAS CITY

January 27, 1936

Board of Governors of the
Federal Reserve System
Washington, D. C.

Gentlemen:

A regular meeting of the Board of Directors of this bank was held on
Saturday, January 25, the meeting having been postponed from January 23 by unan-
imous consent of the directors. The meeting was attended by all of the direc-
tors and by Counsel Leedy, Governor Hamilton, Deputy Governor Worthington, and
by Mr. W. T. Kemper, Member of the Federal Advisory Council.

In addition to the regular routine business of the meeting, the direc-
tors took action as follows:

The various rates of discount and purchase in effect at this bank were
established without change for the ensuing period, subject to the approval of the
Board of Governors of the Federal Reserve System.

The directors accepted with approval a report of the committee of direc-
tors appointed to confer with representatives of the Boards of Directors of the
Federal Reserve Banks of San Francisco and Minneapolis on matters having to do
with the selection by the three Boards of Directors of a member and alternate mem-
ber of the Open Market Committee. This report reviewed the proceedings of -a
meeting of representatives of the three banks held in Omsha on January 6, and
recommended the adoption by this board of a set of rules which had been tenta-
tively agreed upon at the Omsha meeting as suitable to govern elections of mem-
bers and alternate members of the Open Market Commitiee by the Boards of Direc-
tors of the three banks.

The rules recommended by the committee were formally adopted by our
board, and inasmuch as such rules provide that the Board of Directors of each
bank shall designate its choice for a member of the Open Market Committee and
its cholce for an alternate member of such committee prior to February 1 of each
year, and certify such action to a judge of election named by the rules as the
Governor of the Federal Reserve Bank of Kansas City, the directors named their
choices for the respective positions and directed that such choices be certified
to the judge of election, as provided in the election rules.

Under such rules, if the Boards of Directors of at least two of the
three banks select the same individuml as member or as alternate member of the
Open Market Committee, the judge of election shall declare such individual
elected and shall certify such election to the Board of Governors of the Federal
Reserve System. The rules provide that if by February 1 no person has received
at least two votes for the position of member of the committee or if no person

has received at least two votes for the positipn of alternate member, then the
e X-9410 - Y3/3¢ sy Y Linei A,
C Lo, 33/ Tl Tk
+g- ﬂf.e 31,11 (20) Lo s
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judge of election shall call representatives of the Boards of Directors of the
three banks together at Denver on a date to to agreed upon by such representa-
tives for a conference for the purpose of arriving at an agreement with regard
to persons to fill these offices. In this connection, we have been informed
that the Board of Directors of the Federal Reserve Bank of Minneapolis has
adopted the recommended rules of election, subject to adoption by the Boards
of Directors of the other two banks. We have not learned of any actinn taken
on this matter by the Board of Directors of the San Francisco bank.

Very truly yours,
/s/ ¥, M. ¥cAdams

Secretary

\
i

Digitized for FRASER
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TEDERAL RESERVE BOARD FILE

FEDERAL RESERVE BANK ERT TR /Wt

OF MINNEAPOLIS __3% . W.)Sﬂ?:

Jamary 2lst, 1936.

Mr. Chester Morrill, Secretary,
Board of Governors of the
Federal Reserve System,
Washington, D. C.

Dear Mr. Morrill,

At the regular meeting of our Board of Directors held
today, the budget for the first half of 1956, which will be forwarded to
you in due course, was approved by the Directors.

The Directors approved the payment of the prior service
liability under the Retirement System, over a period of five years from
Jamary 1, 1935, and in so doing approved the readjustment of the books
of the bank, retroactively to December 31, 1935, in order to accomplish

this result, with the provision that a reserve in the amount of the bank's

prior service liability on Jamuary 1, 1936, be set up in accordance with
the Board's letter of Jamuary 1l3th.

Mr, W, B. Geery was elected Governor, Harry Yaeger was
elected Deputy Governor and Harry I. Ziemer was elected Deputy Governor
and Cashier, for the period expiring February 29, 1936, and, subject to
the approval of the Board, their salaries remain unchanged. All other
officers and legal counsel of the Federal Reserve Bank of Minneapolis
and of the Helena Branch were elacted for the year 1936 at the same sal-
aries, excepting only that, subject to the approval of the Board, the
following salary adjustments were passed:

Mr. H. C. Core, Assistant Cashier was raised from $5500 to $5800

Mr. A. R. Larson, * " « m » $5500 to $5600
Mr. W. E. Peterson, * n n o B $4500 to $5000
Mr. O. R. Preston, * | n " " $4500 to $5000

and I shall be pleased to have you communicate to me the Board's action
with regard to these salaries at your convenience. The increases in
those salaries above noted will not offset the decrease in officers!
salaries due to the elimination of Assistant Cashier Rast.

The Directors passed‘a motion appointing Directors Clark,

Grangaard and O'Connell as a committee to meet with Directors represent-—
ing the Kansas City bank and Directors representing the San Francisco
bank at Denver on a date which was to be arranged by the Chairman of the
Board, for the purpose of further considering recommendations which may
be made to the several Boards by the representatives of the several banks
for member and alternaste member of the Open Market Committee.

Trs 4 TP Mepnfr

Rl Rpipep 77/%;/2342
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Mr. Chester Morrill, (2) Jamary 21, 1936.

The Board appointed a committee consisting of Messrs. Clark
and Grangaard to vislt Washington some time after February lst to discuss
with the Board of Governors of the Federal Reserve System general policies
of the bank from point of view of the Directors.

The letter of the Board dated December 27, 1935, X-9407,
asking the opinion of our Board as to the desirability of arranging with
the several Federal Reserve Banks for uniformity in holding meetings of
the Boards of Directors of the twelve Federal Reserve Banks on the same
date, was read to the Directors. Our Board takes the point of view that
several of the directors come from very long distances and it is very de-
sirable that our directors! meetings be held on Monday so traveling time
may be absorbed over Saturday and Sunday, and for this reason, as well as
other pertinent reasons which were brought out at the meeting, our Board
would not be in favor of any uniform day for holding directors® meetings
throughout the System.

Very truly yours,
(Signed) J. N. Peyton
CHAIRMAN OF THE BOARD

JNP:B

tp://fraser.stlouisfed.org/
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OFFICE OF
CHAIRMAN OF THE BOARD January 10, 1936
FEDERAL RESERVE AGENT

~/\/\ .
Dear Mr. FEccles:

)

u/// Receipt is acknowledged of of January 2, enclosing
copy of reply to a letter received from Mr. Stevens, Chairman of the Fed-
eral Reserve Bank of Chicago, guoting a resolution adopted by a clearing
house association recommending that the Federal Reserve Banks of St.
Louis and Chicago select as their member of the Open Market Committee a

? %///man of wide experience in business and financial affairs who is not an

i. v// “officer of either bank.

LR W T Que e

i At a meeting of our Board yesterday, your letter was read and

i discussed at considerable length. Our Board is in unanimous accord with

B i the principles as expressed in this letter and are definitely of the

B - opinion that such a proposal, as made by the clearing house association,
is fraught with great danger to the System. We feel that no banker not

ﬁfﬁgf“’ - officially connected with one of the Federal reserve banks could accept
xi;i?*”}? such a position without serious embarrassment to himself and the System.
R fﬁvf Members of the Open Market Committee, wielding the great power

of that office, should be required to divest themselves of all interests
in any organizations directly affected by the operations of the Commit-
tee, as the members of the Board of Governors are required to do in con-
nection with their offices. From a careful study of the history of Sec-
tion 12a of the Federal Reserve Act, as amended, it is indicated to us
very clearly that the applicable provision in the Act obviously intended
to provide that representatives of the Federal reserve banks should be
persons officially connected with those banks and therefore, in fact,
able to represent them.

In the opinion of our Board, it would be a mistake of major im-
portance if representatives outgide of the System are selected by the
Federal reserve banks as members of the Open Market Committee.

Ce *f:feg@» %Svam

?Ofi:f\?éj 7m S WALTON N. MOORE T

Deputy Chairman
‘1&.«}3&

Mr. M. S. Eccles,
Chairman,
Board of Governors of Federal Reserve System,

igitized for FRASER ~ Washington, D. C.
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FEDERAL RESERVE BANK OF CHICAGO =~ * 4%

230 SOUTH LA SALLE STREET

January 10, 1936

OFFICE OF THE
CHAIRMAN OF THE BOARD AND
FEDERAL RESERVE AGENT

oy -

& lcﬁ///ffj. Marriner S. Eccles

L _/hairman, Board of Governors
i, / of the Federal Reserve System
Washington, D. C.

%3 Dear Mr. Eccles:

i;/, Referring again to your letter of January 2, 1936, relative
; /1o the question of the selection of a member of the Feder pen Market
o Committee, I today presented your letter to the board of directors of
" this bank at its annual meeting. Our board recognizes the importance
of this whole matter involving a representative from two Federal Reserve
banks on the Open Market Committee, and the procedure to be followed
in connection with the appointment of such a member. Inasmuch as we
will have another meeting of our board later this month, it was deemed
) wise to take the matter under consideration in the interim, and bring
Yo e it up again at that time for further determination. Inasmuch as the
4. new member of the Open Market Committee does not take office until
4" Mareh 1, and we will have two more meetings of our full board in the
interim, it is considered that it is not essentizl that we take hasty
action at this time.

I shall be glad to advise you just as soon as there is anything
definite to report.

Very

'
airman of the Board

EMS HH
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J\ \V FE/D/ERAL RESEI.RVE BANK

OF ATLANTA

OFFICE OF
CHAIRMAN OF THE BOARD.

F’EDERAL. RESERVE AGENT. Ja.nua.ry 11’ 1936'

Mr. M. S. Bccles, Chairman,
Board of Governors of the
Federal Reserve Systen,

. —— !gshington, D. C.
@ V Deap-Mr. Eccles:
:i : / At the regular January meeting of the Board of Directors
::: . v £ this bank your communication of Jamuary 2, 1936 (X-9410), addressed to
:: e me, was read, as was also the copy of your letter of the same date
S \‘//’/ (X-9410-a) addressed to Mr. E. M. Stevens, Chairman of the Federal Reserve
s 7@1& of Chicago.
:ir . Our directors were in entire accord with the views and
:ir suggestions of the Board of Governors of the Federal Reserve System, as
Bi. get out in your letter to Mr. Stevens.
:::g . ‘- I was authorized, as Deputy Chairman of this bank, to ap=

A‘,s"g'!“_,;point ons or more as a committee to meet with similar committees appointed,

| 'respectively, by the Federal Reserve Banks of Richmond and Dallas, with
authority to formulate a procedure for the selection of a representative
on the Federal Open Market Committee and to submit such suggested proce~-
dure, with recommendations in respect thereof, for consideration of the

full Board of Directors of the Atlanta bank.
Very truly yours,

(éfggé‘ WW/ .

Ui TReyade
Fouy 7}&,_} ,\ ¥. H. EKETTIG,
ot Deputy Chairman of the Board.
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January 14, 1936.
Mr. M. S. Eccles, Chairman,

Board of Governors of the
Federal Reserve Systen,
Washington, D. C.

Dear Mr. Eccles:
Your letter of January 2, 1936, X-9410 addressed to
| Mr. E. S. Burke, Jr., Acting Chairman, and encIosing a letter
. //” ch was sent to the Chairman of the Federal Reserve Bank of
gj:"ﬂ hicago in connection with the selection. of a representative
%r;x"\//,xo serve on the Federal Open Market Committee after March 14
m,ﬁw-a//’1936, was brought to the attention of, and carefully considered
Br o our Board of Directors, at its meeting on January 10, 1936.
: The suggestion of the Board of Governors of the Federal
~ Reserve System with respect to an appropriate method of select-
-~ 1ing a representative on the Federal Open Market Committee, was
:;' very favorably received by our Board, which took appropriate ac-
;ﬁ;yton providing for the appointment of a committee of three
directors from this bank, consisting of Mr. Chess Lamberton,
Mr. B. R. Conner and Nr. John Gelvin, to confer with a similar
committee from the Federal Reserve Bank of Philadelphia, to arrive

£ at an understanding as to the selection of a representative for
far - both banks on the Federal Open Market Committee.

The action of our Board has been communicated to the
Federal Reserve Bank of Philadelphia and it ig hoped that
, arrangements for an early meeting of the two committees can be
“N s completed.

Our Board concurs in the view of the Board of Governors
that it was the intention of the Congress that the members of the
Federal Open Market Committee representing the Federal Reserve
banks should be the President of one of the banks in the group,
and believes the President of one of the other banks should be
selected as an alternate.

Qur Board is very strongly of the opinion that whoever
{ is chosen a8 the representative of the Federal Reserve Banks of
Philadelphia and Cleveland must be governed by the interests of
1 and represent impartially, both banks.

It is understood that the Board of Governors has no
duty or responsibility with respect to the selection of a repre-
sentative, however, our Board requested that its views, and thé

_action taken, be communicated to the Board of Governors.

? ;} é{ . L. 7 j/*i Yours very truly,

S.m éeérétary.
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FEDERAL RESERVE BANK
OF DALLAS

C.C.WALSH
CHAIRMAN OF THE BOARD

AND FEDERAL RESERVE AGENT January 9, 1936

Mre M. Se Eccles, Chairman

., Board of Governors of the Federal Reserve System
o ington, D, C.

- ¥/ Dear Mr. Eccles:
‘ ;{ii// "fj Reference is made to your letter X-9410 of January 2,

1936, enclosing a copy of your letter of the same date to Chair-

man Stevens of the Federal Reserve Bank of Chicago in connection
s with the selection of members to serve on the Federal Open HMarket
// " Committes after March 1, 1036.
The letter and enclosure were presented and carefully con-
) ;idered at the regular meeting of our board of directors held Tues-
day, January 7, 1936, the minutes of which are now being prepared

and will be sent the Board within the next day or two.

The views of the Board of Governors of the Federal Re-
serve System, as expressed in your letter to Chairman Stevens, are
fully concurred in by our board of directors, and there is quoted
below, for your information, the action taken by our board:

"There was presented letter X-9410 of January 2,
1936, from the Board of Governors of the Federal Re-
serve System on the subject of selection of members
of the Federal Open Market Committee to serve after
March 1, 1936,

"After discussion, the following motion by Di-
rector Hooks, seconded by Director Middleton, carried:

'That this board of directors is in full accord
\ with the views expressed in Chairman Eccles' letter of
(/&g“&% i & January 2, 1936, to Chairman Stevens of the Federal Re-
i E' ~ serve Bank of Chicago, as to the procedure to be fol-
A }\bxavip lowed with respect to the selection of the representa-~
é“& A ., tivesto serve on the Federal Open Market Committee;

Figitized for FRASER
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'That the Chairman of the Board be authorized and di-
rected to communicate with the Federal Reserve Banks of
Richmond and Atlanta with the view of having representa-
tives of the three boards of directors meet at a central
point; and that the Chairman of this bank be further
authorized, after ascertaining the number of directors
agreed upon to represent each of the banks, to appoint a
comittee of directors of that number from this board;
such committee to have full power to act for this bank at
the meeting when held.'™

Pursuant to the action of our board of directors, I have tak-
en up with the Federal Reserve Banks of Richmond and Atlanta the matter
of arranging a joint conference of directors to select the representa-
tive on the Federal Open Market Committee. When I have ascertained the
number of directors selected by those banks, I will appoint a similar
nunber from our board and will, of course, advise you the result of this
conflerence.

Yours very truly,
(&Mcw;é

Chairman of the Board

p://fraser.stlouisfed.org/
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3 FEDERAL RESERVE BANK OF SAN FRANCISCO

JNO. U. CALKINS, GOVERNOR

/

January 9, 1936.
ATRMATL

The Honorable M. S. Eccles,
Chairman, Board of Governors of

the Federal Reserve System,
Washington, D. C.

Dear Sir:

At the meeting of the Board of Directors of this bank
held today, the selection of a member of the Federal Open Market
Committee was discussed, and the members of the Board unanimously
expressed entire agreement with the reasoning set forth in_your
cogent letter X-9410, dated January 2, regarding membership of
The Federal Open Market Committee.

It seems to them preposterous that any banker, investment
banker, stock broker, should have an opportunity to sit on that
Committee, with incidental advantage gained from kmowledge obtained
there.

Q1ﬁklﬁjglcw¢(f”" It is also their view that it is preposterous that such

igitized for FRASER
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member, or members, should have the potential power to compel all
Federal Reserve Banks to buy or sell in the open market regardless

. of whether they could safely do so, or not.

As a minimum requirement, members of that Committee should
(as members of the Board of Governors are required to) divest them-
selves of connection with, or interest in, any organization directly
affected by the operations of the Federal Open Market Committee.

The framers of the applicable provision in the Act obvious-
1y intended to provide that representatives of the Federal Reserve
Banks should be in fact representatives of those banks.

It is also the opinion of this Board of Directors that, if

the situation cannot be otherwise remedied, the Act should be briefly
amended forthwith.

Yours very truly,
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Excerpt from the minutes of the meeting of the Board of Directors of
the Federal Reserve Bank of Dallas, held on January 7, 1938.
Prle e T
AN - 7 1936
e

T

There was presented letter X-9410 of January 2, 1936, from
the Board of Governors of the Federal Reserve oystém on the subject
of selection of members of the Federal Open Market Committee to serve
after March 1, 1936.

After discussion, the following motion by Director Hooks,
seconded by Director Middleton, carried:

"That this board of directors is in full accord with

the views expressed in Chairman Eccles' letter of

January 2, 1936, to Chairman Stevens of the Federal
Reserve Bank of Chicago, as to the procedure to be fol-
lowed with respect to the selection of the representatives
to serve on the Federal Open Market Committee;

"That the Chairman of the Board be authorized and directed
to communicate with the Federal Reserve Banks of Richmond
and Atlanta with the view of having representatives of

the three boards of directors meet at a central point;

and that the Chairman of this bank be further authorized,
after ascertaining the number of directors agreed upon to
represent each of the banks, to appoint a.committee of
directors of that number from this board; such committee

to have full power to act for this bank at the meeting when

held."
(: ¢
N é"‘; R OJ 5;". ('XJ/;
A h A Pk
[T ,
et oo, . PR E,
Froai
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FEDERAL RESERVE BANK

oF NEw YORK

January 6, 1935.

R T

V:;C://w Dear Governor Eccles:

I wish to acknowledge receipt of your letter

e g g
S ELOE

(X-9410) of January 2, 1936, enclosing a copy of & letter,

ﬁ; | ’,ﬁ bearing the same date, addressed by you to Mr. Stevens,
B X Chairmen, Federal Reserve Bank of Chicago, concerning the
n_;iﬁ membership and method of eppointment of the members of the
v Federal Open Market Committee as it is to be constituted
after March 1, 19%6. This letter will be brought to the
attention of our Board of Directors at its next meeting.
Faithfully yours,
Vén
J. H. CASE,
Chairman.

Hon. Marriner S. Eccles,

Chairmen, Board of Governors of the
Federal Reserve Systen,

Washington, D.C.
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FEDERAL RESERVE BANK OF CHICAGO

230 SOUTH LA SALLE STREET

OFFICE OF THE .
AN/OF THE BOARD AND January 4, 19%6
PERAL RESERVE AGENT

i;:i Hon. Marriner S. Eccles

/"J rairman, Board of Governors
4 u///g? the Federal Reserve System
Washington, D. C.

Dear Mr. Eccles:

I have before me your letter of Janusry 2, 1936, with reference

;L’,,ijfTJ to the question of our member of the Federal Open Market Committee to
jy‘ﬂjﬁ%“ serve after March 1, 1936.
You will recall that in my letter of December 16, I sent you a

copy of the resolution which had been sent to us by the Clearing House

."”""—V:&
s

3 é} Association of St. Louis without comment on my pert sxcepting that we

had advised the Clearing House that the matter would be presented to our

-
o

board of directors. You will therefore understand that their suggestion

was not thereby concurred in by this office.

‘/Q/Z&a I am very glad to have the expression of the Board's opinion
v *

on this matter and can assure you thet it will have the careful considera-
tion of our board of directors. After conferring with our bozrd, I shall

be glad to advise you of any views which it has.on this subject.

EMS HH
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

' X-9410

‘ January 2, 1936.

Dear Sir:
Recently I received from Mr. Stevens, Chair- e
pjitef 2
man of the Federal Reserve Bank of Chicago, & letteri
quoting a resolution adopted by a clearing house asso-
ciation recommending that the Federal Reserve Banks of
St. Louis and Chicago select us their member Pf the
Open Market Committee a man of wide experience in busi-
ness and financial affairs who is not an officer of
either bank.
The letter was considered at a meeting of the
Board today and I am inclosing, for the information of
the board of directors of your bank, a copy of my reply

which was approved by the Board.

Very truly yours,

¢

- Koo M. 5. Eccles
zf g h\# t- {:7 fm RV jg«n Chairman., ’
Y S

f;§k£1n0¢osure.
TO CHAIRMEN OF ALL F, R. BANKS EXCEPT CHICAGO.
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COPY X-9410-a
January 2, 1936.

Mr. E. M. Stevens, Chairman,

Federal Reserve Bank of Chicago,

Chicago, Illinois.

Dear Mr. Stevens:

Your letter of December 16 in which you quoted a resolution of

a clearing house association recommending th#t the Federal Reserve

Banks of St. Louis and Chicago sélect as their member of the QOpen

Market Committee a man of wide experience in business and financial

affairs who is not an officexr of either bank was brought to the at-

tention of the members of the Board. In this connection several in-

formal inquiries which have come to the attention of the members of

the Board of Governors indicated that there wus doubt at some of the

Federal reserve banks as to what course should be followed with re-

spect to the Belection of theif representatives to serve after March

1, 1936, as members of the Federal Open Market Committee.

The law is silent as to the pfocedure which shall be fol-
lowed by the boards of directors in the selection of such representa-
tives and it does not place upon the Board of Governors of the Federal
Reserve System any duty or responsibility with respect to the deter-
mination of such procedure. However, since the question has arisen
the Board feels that it may be of some assistance to the directors
of the Federal reserve banks by giving them its views and suggestions
regarding these matters.

Without reviewing in detail the history of the legislation,

it is clear that throughout the discussions the persons whom the
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proponents of representation of the Federal reserve banks on the Open
Market Committee had in mind were the Governors of the Federal reserve
banks, as shown for example by the recommendations of the American
Bankers' Association; the Reserve City Bankers! Association, and the
Federal Advisory Council. When, in addition to this, the fact is
teken into consideration that the amendment took away from the Federal
reserve banks the power of declining to participate in open market
operations recommended by the Federal Open Market Committee and in-
stead made the decisions of the committee tinding upon the banks, it
becomes especially significant that the members of the committee to be
selected by the banks are referred to in the amendment as "representa-
tives of the Federal reserve banks". The Board therefore believes that
it is clear that the Congress intended that these members should be
persons in position to present adequately the views of the Federal
reserve banks and to speak authoritatively for them.

Aside from these considerations it is evident that any per-
son having otherwise satisfactory individual qualifications who might
be selected from outside the official personnel of the Federal reserve
banks would almost certainly have or represent interests of a business
or investment character which might affect his action as a member of
the committee. Even though not influenced by his personal interests,
their existence might affect the public interpretation of the actions
of the Federal Open Market Committee in which he participated. More-

over, he could not be intimately acquainted with the affairs of the
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member banks and the Federal reserve banks, the financial policies of
the Government, and other phases of monetary matters to the extent

that would be desirable and as fully as would be possible in the case
of representatives who served only the Federal reserve banks. Although
he would have a vote, his contribution to the deliberations of the
committee would be more likely that of a consultant or adviser called
in at the meetings than that of & true spokesman for the Federnl re-
serve banks,

It is apparent that the situation also presents the question
of an appropriate method by which the directors of the banks may con-
tact each other and determine their selections in z mutually satis-~
factory mamner and it seems to the Board that this might be accomplished
by preliminary meetings between committees of directors of the banks
who could be authorized to formulate procedure and make recommendations
for the consideration of the full board of directors of each Federal
reserve bank concerned,

The Board will be glad to be advised as to the views of the
directors of your bank regarding these suggestions,

Very truly yours,

(Signed) M. S. Eccles

M. S. Zceles,
Chairman.

p://fraser.stlouisfed.org/
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: January 2, 19386.
* Chairman ’

X-9410

Dear 5irs

Recently I received from Mr. Stevens, Chalrsan
of the Federal Reserve Bank of Chicego, a letter quot~
ing a resolution adopted by a clearing house associstion
recommending that the Federal Reserve Banks of St. Louis
and Chicago seleot as their msmber of the Upen Market
Commitise a man of wide experience in business and financial
effairs who is not an officer of eliher bank.

The letter was considered at a meeting of the
Board today and I am inclosing, for the informatiom of
the board of directors of yeur bank, a copy of my reply
which was approved by the Board.

Very truly yours,

‘n Sb Em“’
ch&m.

TO CHAIRMEN OF ALL F. R. BANKS EXCEPT CHICAGO.
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Mr, E. M, Stevens, Chairwan,
Federal Reserve Bank of Chiocego,
Chicago, Illinois.
Dear Mr, Stevenst
A Your letter of December 18 in which you quoted e resolutiom
of & clearing house association recosmending that the Federal Heserve
Banks of St. Louls and Chicago select as their member of the Open Nare
ket Committee a man of wide experience in business and fimsncial affairs
who is not an officer of either basnk was brought to the attemtion of
the members of the Board. In this conneetion several informal inguiries
which have come to the attention of the members of the Board of Gowernors
] indicated that there was doudbt at some of the FPedersl reserve banks as
I to what course should be followed with respect to the seleotion of their
repressutatives to serve after March 1, 1986, as asmbers of the Fodersl
Open Market Committes.

The law is silent as to the procedure which shall be followed
by the boards of directors in the seleation of such representatives
znd it does not place upon the Board of Governors of the Federal Re-
serve System any duty or responsibility with respect to the determina-
tion of such procedure. However, since the question has arisen the

Board fesls that it may be of some assistance to the directors of the
Yederal reserve banks by giving them its views and suggestions regard-
ing these matters.

Bithout rovtcﬂng in detail the history of the legislxtion, it
is cleor that throughout the discussions the persons wshom the proponeats
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of representation of ths Federasl reserve benks on tzuﬂ'pon Karket Come
mittes had in mind were the Governors of the Federsl reserve banks, as
shom for example by the recommendations of the American HEankers' Associa~
tion, the Reserve City Bankers' Association, and the Federsl Advisory
Councll, When, in addition to this, tbe fact is taken into considers«
tion that the amendment {00k away from the Federal reserve danks the
powsr of deslining to participate in open market operations recommended
by the Federal Opsn Murket Committies and instead mede the decielions of
the committee binding upon the banks, it becomes especially significant
that the wembers of the committee to be selested by the banks are referred
10 in the amsndment a2 "representatives of the Federal reserve banks®,
The Board therefors beliewes that it is clear that ihe Congress intended
that these members should de persons in position to present adequately
the views of the Fedsral reserve banks and to speak suthoritatively for
thewm,

Agide from these consliderations it is evident that any person
having otherwise satisfactory individusl gualifications who aight be
seslected from outside the official personnel of the Fedarsl reserve
banks would alwost certainly have or represent interests of s business
or investment charagter which might affect his sé'tion as & member of the
committes. Even though not influemced by his personal interests, their
existence might affect the public interpretatiom of ihe actions of the
Federsl Open Market Comaittee in which he participated. MNorecver, he
oould not be intimately soquainted with the affairs of the member banks

and the Federsl reserve bunks, the financial policies of the Governmeat,
and other phases of monetary metters to the axtent that would be desirable
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and a3 fully as would be possible in the case of repressentatives who
served only the Federal reserve banks, Although he would have a vots,
his contribution to the dsliberations of the committes would be more
likely that of a consultant or adviser calded in at the meetings then
that of a true spokesman for the Federal reserve banks.

It is apparent that the situation also presents the question
of an appropriate method by which the directors of the banks may con-
tact each other and deteralne their seleetions in a sutually satis-

factory sanner and it seems to the Board that this might be sccomplished

by preliminary meetings between committess of directors of the benks
who oould be authorised to formulate procedure and meke recommendstions
for the consideration of the full board of direstors of euch Federal
reserve bank concerned,

Tha Board will be glad to be sdvised as to the views of the
dirsotors of your bank regarding these suggestions.

Very truly yours,

M. 8. Eocles,
Chairmen
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Chairmen
EEXXKXR

edersl Reserve Ban irman Y (ERS!
Er. E. N. Stevens, Che ’

¢ of Chicago,

Chiosge, Illinois.

M h’ 8“

Your letter of December 16 in which you guoted s resolutiom

of a clearing house association recommending that the Federal HRaserve
Banks of St. Louls snd Chicaego sslect as their member of the Open Mar~
ket Commities & man of wide experience in business and financial affairs
who is not an officer of either bank was brought to the attention of
the members of the Board. In this connectiion several inforsal inquiries
which bave come to the attention of the members of the Board of Gowernors
indicated that there was doudt at some of the Pederal reserve banks as
to what course should be followed with respect to the seleotion of their
representatives to serve after ¥erch 1, 1956, as members of the Federal
Open Market Committes.

The law is silent as to the procedurse which shell be followed
by the boards of directors in the selection of such representatives
snd it does not place upon ths Board of Governors of the Faderal Re-
serve Systes any duty or responsibility with respeet to the deteraina-
tion of such procedurs. However, since the guestion has arisen the
Board fesls that it msy be of some assistance to the directors of the
Federal reserve banks by giving them its views and suggestions regard-
ing thess matters,

Fithout reviewing in detsil the history of the legislatiom, it
is clear that throughout the discussions the persons whom the proponents
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of representation of the Federal reserve banks on the Unen M rket Come

mittee had in mind were the Governore of the Federsl reserve bunks, as

shown for example by the recommendstions of the American Benkers' Associa~
tion, the Reserve City Bankers'! Association, uznd the Federsl Advisory
Council. ®hen, in uzddition to ihis, the fact is teken into consideraw
tion that the amendnent took eway from the Federzl reserve bhunks the

vower of declining to participate in open market operations recommended
by the Federal Open Murket Committee snd instead made the decisions of

the committee binding upon the bunks, it becomes especislly significant
that the members of the commitiee to be selected by the banks are referred
to in the amendment as "representatives of the Federal reserve banks®.

The Bourd therefore believes that it 1s clear that the Congress intended
that these members should be persons in position to present adequately

the wvisws of the Federsl reserve banke sned to spesk suthoritutively for
them.

Aside {rom these considerations it is evidenti that any person
huving otherwise satisfuctory individusl qualifications who wmight be
selected from cutside the officisl persomnnel of the rederal reserve
banks would slmost certainly huve or represent interests of a hbusiness
or invegtment charsacter which might sffect his uction as & ember cf the
committee, Even thourh not influenced by his personul interests, lueir
exlstence might affect the public Interpretation of ihe actions of the
Federsl Open ¥arket Committee in which he particlpated. loreuver, he
could not be intimately scquainted with the affsirs of ihe member bhanks
nnd the Federal reserve bunks, the finanelsl policies of the Government,

ind otuer phases of monetary mutters to the extent thst would be desirable
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and as fully as would be possible in the case of representstives who
served only the Federal reserve bsnks., Although hie would have & vote,
his coatribution to the deliberations of the committee would be more
likely that of a consultant or adviser called in at the meetings than
that of & true spokesman for the Federal reserve bunks.

It ie apparent that the situsntion also presents the juesiion
of an appropriate method by which the directors of the banke may con-
tact each other und deteraine thelr selections in 4 mutually satis-
fuctory manner and it seems to the Board that ibhis might be uccoaplished
by preliminary meetings between committees of directors of the buanks
who ¢ould be authorised to formulate procedure and mexe recommendations
for the consideration of the full board of directore of esch Federal
reserve bunk concerned.

The Board will be glad to be advised us to tie views of the
diraectors of your bznk regarding these suyggestions.

Yoery truly yours,

M. 8. Eccles,
Chairman.

o amae

Wi oA - 14 ‘VV\)
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FEDERAL RESERVE BOARD
WASHINGTON

December 30, 1935.

Mr. Eccles:

The attached draft of a letter to
Mr. Stevens is submitted for your consid-
eration in regard to the procedure for
selecting representatives of the Federal
reserve banks on the new open market com-
mittee. If you approve or after making
such changes as you desire the letter will
then be circulated to the other Board mem-
bers. It would be expected that a copy of
this letter would be sent to each of the
other Federal reserve banks for their in-

formation.

Secretary.
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL, CORRESPONDENCE TO
THE FEDERAL, RESERVE BOARD

Mr. E. M., Stevens, Chairman,
Federal Reserve Bank of Chicago,
Chicago, Illinois.

Dear Mr. Stevens:

Your letter of December 18 with which you inclosed a copy
of a resolution of a clearing house association recommending that
the Federal Reserve Banks of St. Louis and Chicago select as their
member of the Open Market Committee a man of wide experience in
business and financial affairs who is not an officer of either bank
was brought to the attention of the members of the Board. In this
connection several informal inquiries which have come to the atten-
tion of the members of the Board of Governors indicated that there
was doubt at some of the Federal reserve banks as to what course
should be followed with respect to the selection of their representa-
tives to serve after March 1, 1936, as members of the Federzl Open
Market Committee.

The law is silent as to the procedure which shall be fol-
lowed by the boards of directors in the selection of such representa-
tives and it does not place upon the Board of Governors of the Fed-
eral Reserve System any duty or responsibility with recpect to the
determination of such procedure. However, since the question has
arisen the Board feels that it may be of some assistance to the di-
rectors of the Federal reserve banks by giving them its views and

suggestions regarding these matters.

ederal Reserve Bank of St. Louis
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Mr. E. M. Stevens - (2)

Without reviewing in detail the history of the legisla-
tion, it is clear thet throughout the discussions the persons whom
the proponents of representation of the Federzl reserve banks on
the Open Market Committee had in mind were the Governors of the Fed-
eral reserve banks, as shown for example by the recommendations of
the Lfmerican Bankers' Association, the Reserve City Bankers! Associa-
tion, and the Federsl Advisory Council. When, in addition to this,
the fact 1is teken into considerstion that the emendment took away
from the Federal reserve banks the power of declining to participate
in open market operztions recommended by the Federal Open Market
Committee and instead made the decisions of the committee binding
upon the banks, it becomes especially significant that the members
of the committee to be selected by the banks are referred to in
the amendment as "representatives of the Federal reserve banks".

The Board therefore believes that it is clear that the Congress in-
tended that these members should be persons in position to present

adequately the views of the Federal reserve banks and to speak au-

thoritetively for them,

Aside from these considerations it is evident that any
person having otherwise satisfactory individual cualifications who
might be selected from outeide the official personnel of the Fed-
eral reserve banks would almost certainly have or represent inter-

este of a business or investment character which might affect his
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action as a member of the committee. Even tpzZih not influenced

Wf_v "1
by his personal interests, their exietenceAjnﬁ}d affect the public

3
et

interpretation of the actions of the Federal Open Market Committee
in which he participated. Moreover, he could not be intimately
acquainted with the affairs of the member banks and the Federal
reserve banks, the financial policies of the Government, and other
phases of monetary matters to the extent that would be desirable
and as fully as would be possible in the case of representatives !
who served only the Federal reserve banks. Although he would have |
a vote, his contribution to the deliberations of the committee
would be more likely that of a consultant or adviser called in at
the meetings than that of a true spokesman for the Federal reserve
banks.

With these considerations in mind and others that may be- ‘
on further study of the matter it is belipved | Thet

_ ,f"f
t the President of a zigsagA?reserve bank is

come apparent

it will be evident

the logical person for sédgction by the rds of directors as the

representative of their banks o comnittee or as an alternsate

{e]

for such representative, the position of chief exe-

cutive officer of a Federal reserve bank thr
.

of directors. #ahould know the financisl and ecdgomic conditions

h choice by his board

£l
of his diq}fict and the views of his directors. His indgrests

e

%
will be those of the Federal reserve system, and by virtue the
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position he will occupy he will be in position to be conf:t.dentlally )

,,J-“’

informed- currently of the facts that will enter into the deliﬁera—

tions and dec151ons of the committee. o

L

In maklng the selectlon, con81Qgraﬁion might also be given
;“w

to the advisability of the a&opt¥pn of a procedure whereby in the

e

case of two Federal reservzﬂbanks the‘P?eﬁ;dent of each bank might ﬁ/knf*“

o
w‘

serve as a member vary other year, the Pre81deﬁt"0£ the other bank

‘w,b

serving as bhe alternate. In the case of three Federal reserVe
/

bagks’the representation could be rotated among the three banks. |

It is apparent that the situation also presents the ques-
tion of an appropriate method by which the directors of the banks
may contact each other and determine their selections in a mutually
satisfactory manner and it seems to the Board that this might be
accomplished by preliminary meetings between committees of direc-
tors of the banks who could be authorized to formulate procedure
and make recommendations for the consideration of the full board
of directors of each Federal reserve bank concerned.

The Board will be glad to be advised as to the views of
the directors of your bank regarding these suggestions.

Very truly yours,

Chester Morrill,
Secretary.
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X-9410-a
January 2, 1936,
Mr., E. M, Stevens, Chairman,

Federal Reserve Bank of Chicago,
Chicago, Illinois.
Dear Mr. Stevens:

Your letter of December 18 with which you inclosed a copy
of & resolution of a clearing houss agsociation recommending that
tha Federzl Reserve Banks of St, Louls and Chicago select as their
member of the Open Market Commitiee & msn of wide experience in
business and financisl affairs who is not an officer of either bank
wag brought to the attention of the members of the Board, In this
connection seversl informal inquiries which have come to the atten-
tion of the members of the Board of Governors indicated that there
wag doubl at pome of the Federsl reserve banke as to what course
should be followed with respect to the selection of their representa-
tives tc serve after March 1, 1936, as members of the Federsl Open
Market Committee,

The law is silent as to the procedure which shell be fol-
lowed by the boards of directors in the selection of such representa-
tives and it does not place upon the Board of Governors of the Fed-
erazl Resei've System any duty or responsibility with respect to the
determination of such procedure. However, since the question has
arisen the Board feele that it may be of some sssistence to the di-
rectors of the Federal reserve banks by giving them its views and

suggestions regarding these matters,



Reproduced from the Unclassified / Declassified Holdings of the National Archives

p://fraser.stlouisfed.org/

igitized for FRASER

Mr. E. H, Stevens - (2)

fithout reviewing in detsail the history of the lepgisla~
tion, it is clear that throughout the discussions the persons whom
the proponentis of representation of the Pederal reserve banke on
the Open Market Committes had in mind were the Governors of the Fed-
eral reserve banks, as shown for example by the recommendations of
the American Bankers' Associstion, the Heserve City Bankers' Aesocia-~
tion, and the Federal Advisory Council, When, in sddition to this,
the fact is taken into consideration that the smeandment took awsey
from the Pederal reserve banke the power of declining to participate
in open market operations recommended by the Federal Open Market
Committee and instesd made the decisions of the committee binding
upon the banke, it becomeg especislly significant that the members
of the commititee to be melected by the banks are referred to in
the amendment as "representatives of the Federsl reserve banks",
The Board therefore believes that it is clear that the Congress in-
tended that these members should be persong in position to present
adequately the views of the Federal reserve bunks and to speak au-
thoritatively for them,

Aside from these considerutions it is evident that any
person having otherwise satisfsctory individual qualificstions who
might be selected {rom outside the official personnel of the Fed~
eral reserve banks would almost certeinly have or represent inter-

ests Of a buginess or investment cheracter which might affect his

deral Reserve Bank of St. Louis
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action a5 2 member of the committee, Even mﬁn not influenced
by his personal interests, their ls:at."z,mbu:m;:1 & affect the publie
interpretation of the actions of the Federel Open Merket Committee
in which he pertiocipated. Moreover, he could not be intimately

acquainted with the affuirs of the member bsnks and the Pederal

reserve banks, the financial policies of the Government, and other
phases of monetary matters to the extent thet would be desirable
and as fully as would be possible in the case of reprezentatives
who served only the Federzl reserve banks, Although he would have

& vote, his contribution to the deliberations of the committee

would be more likely that of & consultant or sdviser called in at
the meetings than that of a true spokeasman for the Federal reserve
bankes .

“*&'it(&\ these considerations in wind end others thuat mey be-~
ocome apparent M\further study of the metter it is boliond i $het
it will be evident t‘ﬁ‘n the President of & Federal ropan‘vn ‘enk 1s
the logical persom for ﬁe}.Mm by the boars" or directors as the
representative of their banks on“\Qg Gamittu or &8 sn alternate
for such representative, He 11 mcuw}positm of chief exe-
cutive officer of a g,ﬁsml reserve bank thr choice by his board
of directors. B&sbmxld know the financiel and econdmi¢ conditiocns
of his di@trict and the views of his directors. His mt::-m
wiL). ‘bo those of the Federal reserve system, and by virtue of t.ha
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gpo.ttd.m he will cccugy he will be in position to be confiden
ﬁm surrently of the faots that will emter into

“delibera~
tions md‘docin;lm of the sommitties,

In n‘l&%ng the selestion,
to the Mﬂuhiu;;“”b( the a

ideration might also be given
of & prooedurs whereby in the
case of two Pederal rp‘rvi bnnko the President of sach bank might
serve as » u-g,«"m other ym»;. the President of the other bank
serving }c/ the altsrnate. In the cese of\kq;\xu Yederel reserve

the reprssentatics could be mwwmmmmmmmmm
It 4» apparmmt that the situation also mu e L

et AT T R AT

tion of sn appropriate method by which the directors of the banks
may oontact each other and determine their selestions in 2 mutually
satisfectory manner and it seems to the Board that this might be
scocomplished by praliminary meetings between commitiess of direo-
tors of the banks who oould be authorised %o formulats procedure
and make recommendations for the considerstion of the full board
of directors of each Federal reserve benk concerned.

The Board will be glad to be advised sz to the views of
the dirsators eof your bapk regarding these suggestions,

Very truly yours,

Chaster Borrill,
Secretary.

=
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[} FEDERBAOLAEESERVE P

Office Corresponde..ce Date. Decenber 17, 1958

To Governor Feccles, Subject:

From__ Mr. Szymczeak, -

ero 16—852

I spoke to Governor Geery of the Minneapolis bank, to Governor Hamilton
of the Kansas City bank, and to Governor Calkins of the San Francisco bank
with reference to the method they are to adopt in the choice of a representa-
tive of those three banks on the Open Market Committee. After considerable

discussion with each, I supgg
s

1)

rested that peruaps a choice of three directors,
to be appointed by each board, might meet at a centrsl point - such as
Denver - and discues fully the method of appointment and have such method
approved by their boarcde gt their following meetings. They seemed to agree
to this proposal, and advised me that they would contact each other at once
upon some such basis,

I also spoke to Governor McKinney of Dallas and to Governor Newton of
Atlanta about the choice of a representstive for the Dallas, Atlanta and
Richmond banks, and made the same suggestion to them. They promiced to
discuss the matter with each other and with Governor Seay of the Richmond
bank some time during their stay in Wachington for the Open Market Committee

meeting on the 17th.

L Byl

1,

Az v

W}v&/\“ﬁ M A Y] 27
MSS.S-t

P.S. For your information, Chairman Peyton of the Minneapolis bank showed a
preference for San Francisco to be represented on the Open Market Com-
mittee, while Governor Hamilton of Kansas City showed preference for a
banker outside the Federal reserve banks - preferably from iinneapolis.
Governor Newton of Atlanta showed preference for Governor McKinney of
the Dallas bank.
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FEDERAL RESERVE BANK OF CHICAGO

2230 SOUTH LA SALLE STREET

December 16, 1935

OFFICE OF THE
CHAIRMAN OF THE BOARD AND
FEDERAL RESERVE AGENT

Hon. Marriner S. becles
Chairman, Board of Governors
of the Federal Reserve System
vashington, U, C.

Dear ¥r. Eccles:
For your information, I am cuoting from a letter received
today from the St. Louis Clearing House Association:

HyHEREAS, The Banking fAct of 1275 orovides that
a member of the Open Market Committee be selected by
joint action of the Federal Reserve Bank of Chicego
and the Federal Reserve Bank of St. Louis snd

"WIIERFAS, The financial interests of &1l the
people will be best served if the membership of the
Open Market Committee is composed of able men from
busginess as well as banking, therefore

"BE IT R&SOLVED, The St. Louis Clearing House Asso-
ciation recommends to the Federal Ressrve Benk of Chicago
and the Federal Reserve Bank of St. Louis that they select
as their member of the Open larket Committee = man of
wlde experience in business and financial affairs who is
not an officer of either bank.”

I have replied to this letter merely stating that their

resolution would be presented for the®™onsideration of our board of

directors in due course.

Very truly

of the Bozrd

igitized for FRASER
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FEDERAL RESERVE BANK
OF
ST Louls

December 16, 1935,

¥Mre. Wm. McCo. Martin,

c/b Board of Governors of
the Federal Reserve System,
Washington, D. C.

Dear Governor larting

I enclose copy of a letter received
this morning addressed to you. A similar letter
was received by Mr. Wocd, who plans to bring it
to the attention of our Board at the meeting
Wednesday.

Yours sincerely,

0.710."Atteber:

Deputy Goverdor.

¥ ‘&"fg dﬂx;i:ﬁwcéivvwéﬁwzf2f44i£,ﬁ{“
2%t;.kd #

,
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FEDERAL RESERVE BANK
OF
ST Louils

December 16, 1935,

Mr. Wme. McCs Martin,

c/b Board of Governors of
the Federal Reserve System,
Washington, D. C.

Dear Governor larting

I enclose copy of a letter received
this morning addressed to you. A similar letter
was received by Mr. Wood, who plans to bring it
to the attention of our Board at the meeting
Wednesday.

Yours sincerely,

Deputy Goverdor.

degal Reserve Bank of St. Louis
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ST. LOUIS CLEARING HOUSE ASSOCIATION

St. Louis, Mo,

Dec, 13, 1835,

Mr, Wm, McCe. Martin, Governor,
Federal Reserve Bank,
St Louis, Mo

Dear Mre. McC. Martin:

The members of this Association, at a recent
meeting, adopted the following resolutions

WHEREAS, The Banking Act of 1935 provides
that a member of the Open Market Committee be selected
by Jjoint action of the Federal Reserve Bank of Chicago
and the Federal Reserve Bank of St. Louis and

WHEREAS, The financial interests of all the
people will be best served if the membership of the
Open Market Committee is composed of able men from
business as well as banking, therefore

BE IT RESOLVED, The St. Louis Clearing
House Associmtion recommends to the Federal Reserve
Bank of Chicago and the Federal Reserve Bank of
St. Louis that they select as their member of the
Open larket Committee a man of wide experience
in business and financial affairs who is not an
officer of either bank.

Yours very truly,

(Signed) R. R. Tillay, Manager.

COPY
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\}j LN ST.LoUIS CLEARING HOUSE ASSOCIATION
AN
)%5 ST. LOUIS, MO.
OFFICE OF THE
MANAGER
FOR CIRCULATAOR
- 4 Dec. 13, 1935
Mr. Geo. J. Schaller, Governor
Federal Reserve Bank
.;”,”,“;f . Chicago, Ili.
LR oa-yl?"
k(itu;;.. Dear Mr. Schaller:
Pioio et wee Choek The members of this Association, at a recent meeting,
ary ielurn i
Wr. Carpenter adopted the followi ng resolution:
WHEREAS, The Benking Act of 1935 provides that
At A & member of the Open Market Committee be selected by
i

joint action of the Federal Reserve Bank of Chicago
and the Federal Reserve Bank of St. Louis and

WHEREAS, The finenciel interests of &ll the
people will be best served if the membership of the
Open Merket Coaumittee is composed of able men from
business as well as banking, therefore

BE IT RESOLVED, The St. Louis Clearing House As-
sociation recommends to the Federal Reserve Bank of
Chicego and the Federal Reserve Bank of St. Louis thet
they select as their member of the Open Market Committee
a8 men of wide experience in business and finencial af-
fairs who is not an officer of either bauks

Yours very truly,

m? e Ao N\
Chpry folost ‘ Qs 117

g

N v A i" m’t g §bré“"*
: AL P
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Form No. 131 I ‘ o
. FEDERAL RESERVE T
Office Ceatresponuer..e Diie Pebruary 8, 1955, |
, , ‘ S
% ReServe Board Subject: \ /1 7:\‘
Morrill W e \V o
- Q}/vﬂ/ 2 ??‘ ::: '_B::m :’: <.
/Q)/ {”J‘Advice has been received of the selection by the boards
of directors of the respective Federal reserve banks of the fol-
lowing members of the Federal Open Market Committee for the year
o -
119353
| Wy .
Mr. Hamiin . \/ District ) Name and Title
Mr. Mier. 7. '
Mr. hmes .\ V. No. 1 R. A. Young, Governor
Mr. Thomas .77/ | #Deputy Governor
Mr. Seymezak n/ L
Moo T No. 2 . G. L. Harrison, Governor
Moo T
Mr. Morr?f{.\/ e No. 3 G. W. Norris, Governor
""" #Deputy Governor
No. 4 M. J. Fleming, Governor
No. & G. J. Seay, Governor
#Senior Deputy Governor
No. € Oscar Newton, Governor
Please neie - ook ’
rd ree o , No. 7 G. J. Schaller, Governor
MU:“/ *4, P. Preston, Deputy Governor
/ol No. 8 W. McC. Martin, Governor
No. 9 W. B. Geery, Governor
No. 10 G. H. Hamilton, Governor
No. 11 B. A. McKinney, Governor
No. 12 J. U. 'Calkins, Governor

#Senior Deputy Governor

%* Alternate.

Rigitized for FRASER
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" FEDERAL, OPEN MARKET COMMITTEE - 1935,

# R. A, Young
% G, H. Harrison

New York 7 .zfg )
* Governor or a deputy goverpor Philadelphiaﬂu«“’{? £§
* E—Ro-Yancher 25/0?2;7 Cleveland
# G, J. Seay - p= Richmond

(senior deputy governor in his absence)
Oscar Newton

Boston

Atlanta
* George J. Schaller Chicago
* Wm. McG. Martin St. Louis
* G, H., Hamilton Kansas City
# W. B, Geery Minneapolis
# B, A. McKinney Dallas

D o
*// A éfw%«;w P owf AR CO”
2
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/*rm No- 131 ,\ ]

‘ % o . FEDER&I)_AEESERVE JERAT RESERVE BOARD FILE
YOffice Corresp-.1uer e fote il 27, 2936, |
y Subject: P £

L0y

- = 7 =
4 — nf | e
! TR g g e 16—85“‘”"

District Name and Title
No. 1. : R. A. Yowmg, Governor

*¥Deputy Governor
No. 2. G. L. Harrison, Governor

No. 3. ' G. W. Norris, Governor
#Acting Governor

Ploes ot .k No. 4. E. R. Fancher, Governor
| and return o '
—Gacgeaer No. 5. G. J. Seay, Governor
G *Deputy Governor
3 n}“

No. 6. W. S. Johns, Acting Governor
No. 7. G. J. Schaller, Governor
No. 8. W. McC. Martin, Governor
No. 9. W. B. Geery, Governor
No. 10. G. H. Hamilton, Governor
No. 11. B. A. McKinney, Governor
No. 12. J. U. Calkins, Governor

#Senior Deputy Governor

¥ Alternate.
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Form No. 331
bo

. A
ﬁ ({orresp nue._ce

{f' al Regerve Board‘

FEDERAL RESERVE

Date__ Lpril 27, 1984, .

Subject: , X

Advice hna now been received of the selection by the boards

of directors of the respective Federal reserve banks of the follow~

ing members of the Federal Open Market Committee for the year 1984

SRC/acw

p://fraser.stiouisfed.org/

Egitized for FRASER
f

deral Reserve Bank of St. Louis

District
No, 1,

No, 2,
No. 5.

No. 4.

No. 5.

No. 6,
No. 7.
No. 8,
No, 9.
No. 10.
No. 11,
No. 12.

# Alternate,

i

Name and Iitde

Re Ay Young, Governor
#Deputy Govermor-

G. L. Harrison, Governor

G, W, Norris, Governor
#Acting Governor

E. R, Fencher, Governor

G, J. Beay, Governor
#Deputy Governor

W, S, Johns, Acting Governor
Ge J+ Schaller, Governor

W. McC, Martin, Governor

¥. B. Geery, Governor

G+ H, Hamllton, Governor

B, A. McKinney, Governor

Je U, Calkina, Governor
#Senlor Deputy Govermor

ENTIRED IN
MINUTES ON

MAY 2 - 1934
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- Offi
o /M%' o | pler Subject: AR /
g:, Mr. %ltera / T E P 4_

a ‘f\k\ \-\) FEDERAL RESERVE ’
rres ];nael.ce Date_March 23, 1934.

aro 16—852

A& search of our files indicates that the following Federal reserve

banks have not advised the Board as to their respective selections of members

of the Federal Open Market Committee for the year 1934:

s 53 T

Federal Reserve Bank

2 ¢
Philadelphia-” '  St. Louis- = ';’
Richmond » 7 Minneapolis -

%M - ,,,M /473¥% _—enteago’ . Kensas City’

San Francisco.-

Shall I prepare a letter to each of the bank's shown above request-

ing the desired inform;:‘;rﬁ/
flgltlzed for FRASER g \(M M ‘\W
ttp://fraser.stlouisfed.olg/

Eederal Reserve Bank of St. Louis






