
FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO t 
THE FEDERAL RESERVE B O A R D X " ^ J 2 H -

May 29, 1923, 

SUBJECT: Funct ional Expenses, 
F i r s t Quar te r , 1923* 

Dear S i r : 

The Board1s Committee on Economy and E f f i c i e n c y has 
s tud ied the comparative e x h i b i t of f u n c t i o n a l expenses f o r the 
f i r s t q u a r t e r of I923, copies of which were sent to your bank on 
May 12. This study i n d i c a t e s to the Committee, as i t has no 
doubt a l s o ind ica t ed to you, t h a t the wide v a r i a t i o n s in expenses 
shown by t h i s e x h i b i t cannot be accounted f o r by d i f f e r e n c e s in 
the a c t u a l c o s t s of the s e v e r a l banks , nor by degrees of e f f i c i e n c y 
in per forming the work. As an i l l u s t r a t i o n , r e f e r e n c e i s made to 
the f i g u r e s repor ted f o r the "Country Checks" u n i t which show a 
range in u n i t cos t s from *298 t o o57* The banks a t t he two ex -
tremes in t h i s p a r t i c u l a r u n i t a re hand l ing p r a c t i c a l l y the same 
t o t a l volume of work, and i t i s a t once apparent t h a t such a v a r i a -
t i on cannot r e f l e c t the exact r e s u l t s obta ined in the two banks. 

In order to determine the cause of these v a r i a t i o n s and 
a t the same time to secure informat ion which i t i s hoped w i l l r e -
s u l t i n b r ing ing the u n i t cos t s wi th in a c lo se r range , the Committee 
has decided t o b r ing to the p a r t i c u l a r a t t e n t i o n of each bank a few 
of the i n s t a n c e s where i t s f i g u r e s a re cons ide rab ly h i g h e r than the 
average f o r the system, or in the case of expenses f o r which u n i t 
cos t s are not a v a i l a b l e , i n s t ances where the expense appears to be 
otherwise out of l i n e * The items thus c a l l e d to your a t t e n t i o n are 
r e f e r r e d to on a s epa ra t e shee t enclosed herewi th• 

The Committee r e a l i z e s f u l l y t h a t because of d i f f e r e n c e s 
in the o r g a n i z a t i o n of the banks and in the a l l o c a t i o n of va r ious 
ope ra t ions w i th in the bank, l o c a l cond i t ions and o t h e r f a c t o r s , i t 
w i l l no t be pos s ib l e to secure a b s o l u t e l y comparable f i g u r e s as to 
the cos t of the ope ra t ion of each u n i t provided f o r i n Schedule E, 
I t does b e l i e v e , n e v e r t h e l e s s , t h a t wi th the i n s t r u c t i o n s which have 
been prepared f o r the p r e p a r a t i o n of t h i s schedule , i t should be 
p o s s i b l e f o r a l l banks to r epo r t f i g u r e s s u b s t a n t i a l l y c o r r e c t and 
t h a t when such f i g u r e s a r e rece ived a comparison of the c o s t s of the 
s eve ra l banks w i l l be of r e a l value to the system. 

You are asked, t h e r e f o r e , to c a r e f u l l y i n v e s t i g a t e the 
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items r e f e r r e d to with a view to determining the cause f o r the 
wide v a r i a t i o n in the f i g u r e s , and to advise the Committee f u l l y , 
as promptly as p o s s i b l e , with r e fe rence t h e r e t o . 

Very t r u l y yours , 

A. C. M i l l e r , Chairman, 
Committee on Economy and E f f i c i e n c y . 

(Enclosure) 

TO ALL G0V3RN0RS, COPIES 10 CHAIRMEN OF PROCEDURE COMMITTEES. 
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