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Minneapolis I.L.D. Pursue Ruinous Policy
of Sectarianism and Expulsion

* e

MINMNEAPDLIS.—The I, L. D. in Mio-
neapolls hag never had a belter apportun-
ity 4o develop into a really Influential
‘mass organlzation than it has ot the pres
gent time.  The crizsle has had telling
effects wpon the Minneapolis working
claszs, ‘They lend willlng ears to what
the Communists have to say and eoroll-
micnd in 4n organization Mke the I L. I
which is proclalmed by the party asg &
broad united front working class organl-
gatlon, ls comparatively a simple mat-
ter. DBut the retaining and activizing of
the members enrolled le guite o Jdifferant
matter and one which Is berood the
powera of the Incapable burénucratle
cligue in control

Incapable themselves of glving proper
leadership and guldance to such on es
aentlal organlzation as the §, L. In, ther
prevent with all their burenucratle power
the helpful participatlon of capable rev-
olutlenary workers, This holds good not
only for members of the Communist
League, but for anyone who takes liter
ally their statementa that the I. L. D.
lg a broad wnited froot orgaolzation e
reapective of political differences.

Onee apain the above-mentloned asser-
tlon has proved to be nothing bot ap
empty phase which the bureancrats use
ag 4hey see fit. The writer of this wrtl
¢lg was clected by the membership of
the eenteal branch of the Minneapoliz R
L. In az one of thelr delegates to the
clty central commbttee. The representa-
tives of the party present, including the
organizer, Carlson, did not utter a word
agalnst my eleclion, though they knew
well epough that 1 was o member of the
Communist League., Trained apparatus
men that they are, they sensed they could
nat oppose my electlon after the mem-
bership bad 8o decided. Particularly
slpee they bad come (o the meeting wtterly
unprepared and had allowed s Trotsky-
fat to make most of the orgapizational
propossls.

It did not take them long, however,
to deslde upon definite organizational
stepa, at the very first meeting of the
central body (which includes the dele-
gates from sympathetde organizationa)
the axe fell and another great deed for
Communism was aceomplished. Carlson
opened the meeting by reading the usual
meaningless catechism “that the I. L.
D. 1a open to all workers lerespective of
politleal diferences but that does not in-
clude Trotskyists”™. He might as  well
have continued and echoed the words
of a Fourth of July senator who <hun-
dera “that this eountsy is based upon
the glorous traditions of freedom but
frecdom does not mean lHeense™  Com-
rade Carlson, however, did not  wasie
any ceremonies—ha knew the composl-
tion of the ¢ty central committes only
too well. He proposed my expulsion
from the central body and my evietlon
from tha hall. The chairman, Tom Foley,
ably exocuted the proposales of Carlson
and I was not even permitted to take the
floar,

The vote for my expulsion and evie-
tion, despite the efforts of the bureancrats,
was not unamimous. Several of the
worker-delegates present abgenting from
vollpg and one represonting an I, W. Q.
boeal spoke In favor of my heing seated,
It I8 mot sfrange, then, that through such
a marrow bigoted polley, the [ L. I
here remalns but a skeleton organization
with a drifting membership.

In such the same manncer as they man-
ape membarahip in the L L. D, they are
going abou tpotting  Mooney's  unibed
front plea into effect. Without any pre-
paration, with no orgasized attempt to
ragch the trade unions or the masges of
workers, the usuasl domonsiration, at-
fended by the wsusl wseveral hundred
faithful, was held Following wup his
grent speeesg, they are calling what s
now becoming the traditionnl parly con-
ferenee af which only party controlled or
pacty Influencst organizatlons are In-
vited. That such a conference could of-

fectively take up the Mooney defer & la
the height of absordity.

The effectivencas of the Moonsy came
paign does noet seem to enter luto the
caleulatlons of those In control of the
I. L. D. at all. They stem to live in a
world ereated ‘by thelr own fancy, vold
of any realistic conception of the trem-
endous mass movement that could be or-
ganlzed around the Mooney defense, They
go thelr way soblimely carrying out the
officinl polley to ¢he letter—call a con-
ference, have a street demonstration and
await the eall for the next conference.

In Minneapolis, upon the fallure of the
party nnd the I, L. Iv, the Oppesition is
compelled to take up the task of organ-
izing a Mooney Defense Conference that
will truly represent the masses of work-
ere. A conference that will be based
wpon the trade unlons and one that will
be nble o bring pressure fo Dear on
Mooney's jailors. Fourleen years after
the Ttussian revolution, we most take up
the elementary task of demonsirating to
the rank and file of the 1. L. Th. and
party that united [rond coufercnces are
not narrow family affalrs but are meant
o unite the entire labor movement on
a vital Issue, Only in soch & manner
ean the Communists ahow up the fakers
and demagogues that 4rall along.

The I. I. D in this eity will remain
the impotent lsolated group it is &3
long as 1t follows the stupid policy of
pxpelling revolutionary workers for thelr
political differences, while allowing ear-
cerisrs, adveniurera and rank ineolnpet-
ents lo control the organization, It is
te be hoped that the coming united froot
ronferenees under our anaplees will have
wome effect apon the present politically
suleidal policy of th I L. D —Al. G,

Protest Expulsions

(Continusd from page 1)
Lapmros Hakdous, Comreade Koumonn-
dourcas was expelled from the ¢lub; com-
rade Haidus, not being present, is to be
expelled at the next meeting.

0f the B0 members present out of &
total of 196 members of the club, 34
voted for the expulsion, 14 against, with
10 abatalning. This showa clearly that
the workers present were not at all eon-
vineed by the slanderous charges pre-
farred mpalnst the comrades.

The charges were that these comrades
were counter-revolutionaries, enémies of
the working-class, enemica of the Soviet
Unfon, efe. In reality, the charges are
brought forwnrd because these comrades
support the Communist Left Opposition.
In view of this, the expulsion action be-
comes an outrageons one and should be
reveraed.

The Left Opposition under the lead-
ership of comrade Trotsky has many
times put ltself on record as the staunch-
est defenders of the 8. U, ns the de-
fenders of the October revolution and as
aetlve workers of the international pro-
lotarian revolution. In this the Left Op-
position fights against the bureaucratlsm
of the present Stalln regime within the
Communist Party of the Soviet Unlon as
well as within the other partles of the
. 1., ngainst the Sralinist revisionism
which 4= not only endangering the herit-
are of Octoler bul endangers the success:
ful development of the world revolotion
a8 well, The members of the Left Opposi-
tion have a long and unatained record
in the Communist movement. Their ac-
pions and their vlews are open for every
worker to examine. Today the Left
Oppositlon considers its maln ahjective
the one of restoring the party to the
policies of Lenin, to do away with bue=
eageratism and af this moment it be-
comeg  perticualarly expressed in Its el
forts for a ecorrect applieation of the
united front polley which is really In-

volved In this cmse,
What does thiz method of expulsion of

FOR YOUR LIBRARY

Books by Leon Trotsky

THE STRATEGY OF THE WORLD

REVOLUTION

A pages, two-colored paper cover 206
Introduction by Max BEhachiman

THE DRAFT PROGRAM OF THE
COMMUNIST INTERNATIONAL

A Critlelsm of Fundamentals

dntroduction by J. P. Cannon

140 papes hard paper cover aoa
THE SPANISH REVOLUTION

30 poges, paper cover

10e

THE PERMANENT REVOLUTION
208 page book—eloth bound 1.00

paper bound G0

THE REAL SITUATION IN RUSSIA
Introductlon by Max Emstman
864 pnge book formerly $2 now 100

MY LIFE—800 pages
COMMUNISM AND SYNDICALISM

The Trade Unlon Question

Introduction by James F. Cannon

(4 pages, pAPer cover

15

THE SPANISH REVOLUTION

IN DANGER

G4 papges paper Cover 16Ge

PROBLEMS OF THE DEVELOP-
MENT OF THE U. 8. 8. B.

4% pages, TAPET CcOoOver

15

Bpeclal Rates in Dundles of & or more

SINCE LENIN DIED
By Max Hastman
16024 B

168 page book printed In London

rMoneer Publishers
f4 East 10th Sireet
Naw York Oity

THE MILITANT

revolutionists from this workers «lub
mean? It can mean notblng less than
an attempt to split the club. The com-
rades who were expelled were amongst
the founders of the Spartakos club.
Comrade Koumonndoureas was the =ecs
retory during the flrst year of the club.
Both  comrades HKonmonmdoureas  and
Haldous have served on its  execnbive
pommiites, They ave participated loy-
ally in all of its metivities, and particua-
Iarly in soch activities which aimed to
strengihen the Communist movement, in
collections of miners” relief, in bullding
the 1. L. Ik, in fighta against evictioos,
in enlisting support of the Empros as
well as in the general working-class edu-
cation of the clulb. Their record is eleir
for everybody (o investigate,

The Spartakos club aims, and correct-
1y &0, to be g workers’ educational elub
fo develop cluss sollddarity and class
consciousnes: to facilitate politicnl edu-

catlon of the Greek workers and thereby
pepder all possible support to the Come-
muniat movement and  the Communist
party. The comrades of the Left Op-
position Intend to support any cffort to
help farther build and strengihen the
Spartakos club on this basis.

The Spartnkos club by s constitation
aims to take Into it8  membership  all
Gireek workera who agree with ite ob-
jeet, Inm this szense the fwo comrades
under expulsion have worked faithfually.
In thix sense the comrades of the Loft
Opposilion appeal to all workers not to
pupport the splitting tactles of the bor-
eaucrats, but to broaden the united
front, ta build and strengthen the Spas-
fakos club and to strengthen s pur-
poses. In this sense the comrades of
the Left Oppositton appeal to all menr
bers of the Spartnkos olub fo demand
the reinstatement of the expelled oom-
rades.
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Plans Laid for Systematic Youth Work

Hteps have recently been taken by the
Communist League of Amerien (Opposi-
tlon) 1o develop and intensify activity
amang the young workers and yoeuth gen-
erally. With the establishment, after
the second national conferemce of the
Leagwe, of & Notlopal Youth Commitbes,
fmmediate vonerete organizational and
politienl tasks have beep laid out. The
Mational Youth Committec consists of
the following members: Martin Abern,
Jozeph Carter, George Clarke, Albert
Glotzer, George Ray, Hank Stone (resi-
dent eommittes), together wlth Reva
Craine and A, Kent, candidates, and owt-
of-town  members of Charles  Curtla
(Chicago), Martin Payer (8t Louofsz),
Jow Silver (Torsnto, Canadal and a com-
rade fo be selected from Philadelphia.
Comrnde Abern iz at present in charge
of the youth work.

The youth comrades of fhe Commun-
fst Léngue [Opposition) in the wvarious
localities are for the present. to organize
themaelves into g Youth fraction of the
Laft Opposition for the conduct of youth
activity. As a prelihinary step, oach
branch of the Lengue s forming & youth
committee to initinte the work.

At 8 recent meeting of the National
Youth Committee, work was laid out. As
an oulstanding task, the perapectlve was
baid down the publication of an official
vouth paper 03 soon  as  possible.
The Youth Vanguard, issosd  heretofore
ns an oeeaslonal sapplement of The M-
tant, ig to be dizscontinued at once and
all efforts concentrated upon the organ-
izationnl, editorial and fAnanical tasks

connested with the establishment of the
youth paper. There iz an excellent field
for & Left Oppoesition youth paper among
the members of the oficial Younyg Com-
munist League, Commuanist youth sym-
pathizers and among the voung woFkers
a3 & whele, and there z full confldenco
everywhere that this latest atep forward
of the Left Opposition will mest with
enthuslasm and soeeass, In nnother
week, detailed announcemnts  will be
fortheoming relative to the Youth paper,
na well as to other outlined activities
among the youth,

Members and sympathizerzs are called
upon to give finnneial support to enable
the immediate and regular  igsuance  of
the wonth paper, Information requesis
concerning the Youth fraction and money
are to be gent to Martin Abern, Natlonal
Youth Committes, Communist Lengue of
Amerlen (Opposition), 54 East 101k S,
New York, N Y.

7 cumés_;

Instructor: Arne Swabeck

Fundamentals of Commuonism
Instrictor; Martin Abern

Registrabion Fee: §1.0M — one dollar per
course — unemployed workers
— Bpecial rales
Opening Weeki: Oct. 19(h
Reglster at B4 East 10th 8t., at once
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Organization Neotes

In the senter and In ouf units, plans
are now toking shape for putting the
pecond natlonal eonference decisions Inte
lifo. The XNew York bronch heard the
peport of its delegation, accepted the de-
cigiona and indorsed the general political
line worked out by the confernsce. It
adopted further a resolution setting forth
some of the proctical tasks for the branch
to engaga im for the immediate fufwre
The points particularly worthy of note
were: Organlzation of the Left Opposi-
tion fraction within the party, ¥. C. L
and sympathelic organisations, sirenglh-
ening of our specifically  sympathetic
contacts aml more efforts to have all
beameh members actively functloning In
workers' mnsa organizations, & camprign
for mecruiting new membera, encournpge-
ments to comrades avallable (o assume
responsibllity as voluntary organlzers
wherver assigned,  encouragement fo
young comrades to 4nke up youth work In
n more systematiec mannes, bullding of
the Militant and literatore elrculation
and the completlon of the Exponsion
Frogram.

From the center, we areé almilarly pro-
eeeding gradually fo fake the mensdares
for erganlzational strengtheéning basged
upon the conference declslonz. Actual
wtepe have been taken to lay the founda-
tlon fpr bullding up the Ploneer Publish-
ers am a separate inetitution- this apply-
ing both to«the utilizntion of avenues
aveilable for extended litermture elren-
latlon as well as to planning of new pub-
lientions, A beginniag has been made
townnl nssigning young comrades ready
ta tnke ap voluntary work In helping
Liranchke: now numerically wenk. The
livat asalpnments include one comreade- for
&, Louls, Mo, and one for Kaosas City,
Mo, Two national tours nre belng plan-
ned, the firsl to bhegin about the latter
part of November,

Helection of a nationwl youth commit-
tea has been completed with comrade
Abern in charge and plans for lte activ-
ities are already under way. Acrording
to decisions of the patbonal econferenca a
apecial commitdles Lo give attentlon te
a study of the Negro problem has also
been created. Comrades who woant (o
present fhelr views on  this  guestion
should forward such to the natlonsl of-
e,

The return of delepates had to take
plaee n the same manner ag the arriv-
nl, Mozt of them had fo beat thelr way
In one fashion or another but we have
received word of safe arrival at the home
point. The Chicago branch uwtilized the
appoviumity of the Minneapoelis delegates
passing through to add them io the pro-
gram of reporting on the corderened at
n publle meeting held. The Chicago mem-
barship has recently been actively engmged
i activities among the gnemployed work-
erg, Their «Forts have been, and guite
succesfully so, directed toward strength
enfng the general movement not only by
eriticlzing the serious weakness obtaln-
ing but also by adding poa.tive propos-
nla, The membership has been active in
Left Opposition propagands among the
Communist F’{rl.'lt'h. and has ineorred fhe
wralh and fire of the buresuerats from
the offielal party and Y, . L. However,
a0 far the results have been expressed
in several now members for our branch.

From Philadelphia, we have recelved
word that hearing of argnments for a new

trial for Morgenstern and Goodman, who
have been found pullty under the.Sedl-
tlen act., bas been postponed until some
time in November., The defense commit-
tee states It intends to issue a leaflet
for gemeral distribution in support of
the defense. And It would not e amiss
to remind our members Al supportera
agnin that now fz dhe time to speed op
with. nll arrangements for a proletarlan
defense, to gain support  from  workers
aveywhere, Activities so far in behalf of
ihewe two vietims of the eligs strupggle
have been entirely too lmited. While
mnuy workers and organizations  have
protestd the sabotage of the [ Lo Ik 1t
to the hearvings and posatlly new  drial
The New York supporters made a good
Atart In appearing before local uniong by
collegting from one local 217.00.

Militant Builders

Under this hesding we plan to have
a standing tem ameng our organization-
il aodes O course, it life depemls upon
what actual builders we have. IInt ot
the outsel we feel sure that every active
supporter will azeee that we have now
arrived at the thme when the  Militant
pxtendel. The maierial g all at hand.
clrenlation must be bailt up and fur more
The Militaat appenrs  weekly. Many
waorkerg nre intorested in its contont: and
despite the great unemplo¥ment many
new subseribers can he secured. With
ihat well nader way the next point must
e the increase of bundle sales and sec-
uring of sddlifienal newsstands willing
to handle our paper, especially  sach
which handle eadieal Uiterature. Who ia
ready mow o enlist in the groap of
Milltant Builiers?

Zoma of our comreades who have hean
quite active in the past in this f(eld we
naturally expect to enroll in this group
lght away., We have In mind comrades
like Dhitip. Shoalman in New York, Re-
heetn Baeharow In Chicmgo, I, 18, Tedlund
in Minneapolis and H., Goldberg in St
T.ouls, Dui there iz room for muany
more,

Our Expansion Pyogram

THiring the recent weeks we have hien
quite lieral with our entries of con-
tribtions under (his heading.  As a mat-
ter of fact woe credited also such dona-
tlong whitsh were noat for ooriificates for
the TMoneer Dulblishers, IIeneeforth we
will enter only such fonds wideh ane
actually on this account for certifieates,
either in full or in part paymend. We
have almoat reached  threcfouriha  to-
ward oup goal $2000.00, We have tnken
the firat thees mnjor steps, establizhed
the Plonesr Publishor, returned the Mi-
fant to a1 woeekly publication, keld the
second  national  eonferamce.  Now wa
should forge ahead for the final goal,
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THE BANKING CRISIS IN THE UNITED STATES

(Continoned from page 1)
fons, but by far the most lmportant {rom
the standpoint of the Immedinte crisls
are the commercial banks.

They constlinie part of the mechanism
by which 4 12 Dbilllon dollars’ worth
of gold finnneces the eirculation of capl-
tal to the extent of over 99 billlon Jdol-
lura" worth of eommodities a  Fear, in
the United States alone. It is essenial
to the functioning of this mechanizm that
all paper claims and eredita ereated by
it shouwld be exchangeable for gold, at
a fizedd basls, that s, n dollar is defned
as a piece of gold welghilng soe many
grains, and all forms of paper express-
ed In dollars, such as  tank  depasits,
lonns, credits, ete, are supposed to be
exchangeable for the amount of gold
which they represent. This ja what s
meant by the gold standard.

Paper and fiold

It §s clear that there s not enough
gold dn the United States, or on the
entire world, to pay off all the holders
of all the various kinds of paper claimes
if they should all ask for their gold al
gnee, Hut this is only academlc possl
hility. Im actual capitalist economy,
gshowdown s never called for, except In
international finanee, where the paper of
one country, expressed in s pational
currency, is not aceeptable to the finan-
olal system of another, based on & diifer-
ent gpold uanilt. Normally, the paper
passca freely from hand to hand, ching-
ing ita form constantly—a capitalist re-
cpdves a oheck for 8 hundred dollars in
paper, deposiis It at his bank where It
becomes 0 book-keeping ltem on paper,
draws agninst his deposit to obtain paper
bank-notes with which te pay wages, the
worker nses part of his paper wages with
which to pay a paper debt to his Jand-
lord for rent, the landlord uses part of
the rent to pay interest to holder of &
paper mortgage, ete,

There Ia, of course, the possibility that
in all thess paper transactions more pa-

- piep dollars will be called for than there

have heen commodities and services ex-
changml, Sines the amount of gold i
not affected direetly by Buch paper (Tans-
actions, this will show at opce In an in-
creasing ratlo of paper to gold, or a de-
créazing ratle of gold to paper

Thia {2 ealled inflation, and may come
about in many different ways. Prices of
commodities, or repl estate, or securities,
may rise sharply creating more paper
values; banks may lend more freely,
creating paper assets agalnst which de-
porltors may draw checks: securities
may be created and offered on a wide
geale, glving the corporations which is-

aue them econtrol of more funds, while the
piople who buy these securitles borrow
the money with which to pay for them
from the bank=. In such cases, n finan-
clal hoom arizes, based on increased pa-
per valuea, It may arlze Independent-
Iy of, oF in connection with, an fndustrial
oom bazed on ereation wof  additlonal
commodities and serviees, sueh ns would

—

Treasury is a member. Their capital
stock 15 held by natlomal banks, which
must belong to the Federal Reserve sys-
fem, and.ly some of the state banks.
The Federal Reserve hanks do the fol-
lowing: 1) Act as bankers for the Tni-
bedl States governmoent, that ig, keep de-
poaits, lemd money, issue bonds, efc,
(2] Ast as bankers for the banks, who

————————— ]

Types Ownership

Baving Bank
{like Bowery
Baving: Bank)

Tlennlly mulonl,
nae slockholders

Commaercinl Rank
(like National
Clty Bank)

Corporation, con-
trolled by big
bourgeolsie in big
clties

Inveatment Bank- Usuaally private,
ing Houwse sometimes  affili-
(like Morgan or ated  with  big
Dillon, tead) commereinl bank

Btock Exchange
Firm (like E., A.
Fleree & Co.)

Must be privately
owned by Ex-
change rulea

result from the develapment of new In-
dustrias or opening up pew markets

Effects of Deflation

The gpposite tendency, to reduce paper
values fasler than physical wvolume of
production of real valpes, iz deflation,
and in finanee s reflected In an inerensed
proportion of gold to paper. This results
in lower prices for geoodds and securlties,
reduced markets, reduced profits, npem-
ployment, and an incentive for the capl-
talist to cut wages.

The changes in relation and amonnt
of gpotd and paper are the formal refdee-
tioms im the fAnancial aphere, the world
of money and paper, of the basie rthythme
of eapitalist ecomomy, boom or sinbiliza-
tlon and crlsis, whose real content, based
on the necesaary Internal contradictiongs
of eapltalism, are famillar to Marxists,

Coming back to the “normal” funcetion-
ing of the system, the gold is held by
the Faderal Eeserve banks, In the 1L 8,
apd by the centeil banks In the other
ecap itallst countries, Thore are fwelve
Federnl Resorve banks, each in o definite
region of the United Btates, whose oper-
ationg are unifled by a Federal Rescrve
tpard of which -the Becrstary of the

Source of Funds Type of Invest-
ment

Tawer bourpeols-  Long-term,  In

fe, upper proletar  fixed capital like

fat radlroads, horme
mortgages

Big and petty Bhort ferm, In

bourgeoiaie variable capltal
aspecinlly  com-
mereial trangac-
tions

Uanally long-term
in fixed eapdtal.;
ereates, boys and
sells securities

Rl and petty
hourgenisle, al=o
trust funids, Ingore-
aned  companies,

All  ela=ses of
ourgeoisie, tm
bpom  times see pricas  without
tiong of proletar  supplying neoew
fat capital,

Primarily gambl-
ing an  eecurity

keen depositas with them, (3) Lend money
to the banks against paper aasetz soch
as bills and notes, Government bonds.
ebe., (thiz {8 called rediscounting, and
the rafe at which such loans are made
[z the roedizesunt rate), (4) Issoe cnr-
rofney called Federal Heserve nofes,

Ag o (3); the Poderal Heserve Aot
mikes a sharp distinction befween bank
paper bazed on commercial transactions,
#neh ag lending money to a mill-owner
for the purchazes of cotton, amd finan-
cinl paper, based on such tranzactions as
buving stocks or hopda. Only eommer-
cial paper, which is self-liguidating, that
18, in the normal cowrse of eventa will
supply fundz with which to pay off debt,
iz eligible for redisecount with the Fed-
ernl Hesgerve banks. The coofton  mill-
awner will, normally, eonvert the cotion
which he buys with borrowed moeney into
cotton goods which he will sell, and out
of the proceéds will pay off his loan to
his bank. For this reason the Federal
Teserve bank g willing to take this loan
off the hands of the millowner's bank,
by lending against it, that is, rediscount-
ing it. Paper based on a purely fimanclal
trapgaction, on the other hand, has noth-

ing about it that azsoees the bank that
funds will be fommd with which to pay off
the loan, and iz thorelove not cligible for
redizcomnnt.

Government Bonds

The only exception 1z Government
bonds, against wihich the Federal Resceve
banks will lend money, to help the gov-
eroment to finpnee ft=elf, Ceniral banks
in foreign eounteles do not draw this
distinetion, by the way.

The deposits which the ordivary eom-
mereéial banks maintaln with the Federal
Iteserve banks are fixed ot & defdnite per-
contage of their own deposits, ranging
from T to 139 of the most mporiant
class of deposits, 39 for other depoglis,
When busincss Improves, and bunk de-
posita Increase, they hove to  increase
their deposits with the Federal Heserve
Lanka. Theoze deposlis mugt be at least
a9t in pold: the rest may be poaper eli-
gilbe for rediscount,

Tha Federal Reserve banks therefore
recéive gold In the form of deposits from
member banks (ordinary commercial
Lanka affiliated with the system through
=lock ﬂ“‘llri"ﬂhlp]-

The Federal Reserve banks may {gsae
bank-notea, but these must be ecovored
te the extent of at least 405 by pold;
the post may b uiigihh: (e, ir endugh
guch paper hos been acquired by, redis
ecount or purchase,

In the normal course of events, a dal-
lar in gold received by o member bank
iz deposited by it with the Federal De-
gorve bank, and soch a deposit makes it
possible for the member bank to add 8
to 14 dollars to its own depositz. The
Fedaral Reserve bank receiving the pold
can fasge up to 2 1-2 dollars In bank-
notes agninst [t, and In this way control
the amount of currency in the country.

The Federal Heserve bank, if it doea
not recelve requests for loans feom s
member banks sufficlent to lend out its
deposita, can go out and buy government
bomds and commerclal paper In the open
market, that s, put more money [nto
clroulation, or when b wantz to help de-
flate the banking system, b can scll fts
bonds and paper, thus absorbing money
from the other banks.

In these ways, the Federal Reserve
ayatem regulatea the activity of finance-
capltal through its phnzes of Inflation and
deftation under selatively normal clreum-
SLE TGS,

In the followlng paragrapls we shall
pae how this machinery fonetioned dar-
ing the pericd from the lest previoas
crisis in 1921 to the present one. (Ta be
continued), —B. J. FIELD.




