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LAYING THE FOUNDATIONS

With the publicatiopn of the fortheom-
ing bock on the Chinese revolution, which
* {he Ploneer Publighers are now getling
ready for the press, the American seg-
tion of the Opposition will record an-
other substantial achlevement. It be
longs among the Mndamental and mos
fmportant Marxist decuments wrltten In
the heat of sirupggle in the cfrnlmun!ut
Internationat sinee Lenin departed from
itg lendershlp. We have regarded the
publication of all these historic  docu-
ments ax one of our first and foremost
tasks, The volume on Ching rounds out
the great series of books and pamphlets
from the pen of comrade Trot<ky in the
pagt pertod which will stand for all the
time mmong the classics of our move-
ment, It lg with sich weapons that the
proletarian wing of the party will fight
itz way Lo viclory. By its stubborn con-
ceptration on thizs simple and prosake
work of publication, by its refusal to T
diverted from It by any kind of charlatan
promizes  of cheap success and easy

victory, the Opposition 18 bringing its
first, and thercfore ifs most eazential,
task to & sueceasful froition. Im this

way we are laying the ideologleal fonnda-
tions of the future movement, upon which
it will satand, stemdfast aml sure, in the
atormy days to come, There are people
around the fringes of the Communist
League who looked down upon this “pub-
lshing business” and rldlealed pur con-
ceptration on §t,  The Opposition  was
fortunate In disreganding the pretensions
of those who talk only of spectacular
urfdtrmkhlux Al overlook the easential
task in hand. First things come fArst

There are illustrious examples of the
same point of view. The founders of
aclentiffc Communism, who had & few
ideas and even some great ones, were not
above the simple task of assembling the
technical means to publish thelr doctrines
when that tusk stood first on the order
of the day. In the trial number of the
Kommunistische Zeitschrifl, fszued in
Heptember 1847 under the drection  of
Marx and Fngels, one can read the mo-
dest announcemnt of a projedt not on-
like the one which has engaged ounr ef-
forta:

“Both intellectuals and manual work-
erg promised their collaboration [in puki-
lishing .the paper|. Yet we hesilated
leat pfter & very short period of oetiv
ity, publication sbould ceaze for lack
of funds. It was fAnally sogegested that
we acpiire a printing press of our own
a0 ag to give the venlure A mMone siable
fonmiation. A subseription list  was
gpened . . . and in o =hort time the sum
of 256 pounds was collected, The moncy
permiticd us to have the pevessry Lype
brought from Germany: onr compositor
members have set up the issae gratoito-
ougly ; amal here in actusl fact s the first
number of our paper . . . ‘We still lack
a printing press, but as soon as we hive
money we intend to purchase ene. ‘Then
our printing cstablishment will be In a
position, not only to ran off our newspa-
per, but likewlse to print the pamphlets
nocessary for the defense of the prole-
tarint.”

That Is the way we are progeeding,
ton, We algo undertook “to print the
pamphlets necessary for the defense of
the proletariat”. With the slenderest
means and with ceonomies and sacrifices
not  uilike those described in the Hom=
munistiche Feitschrift, we have aceom-
plished & part of the task. And we are
still working along the same line.

VWA

HAIL, YOUNG SPARTACUS!

One of the firat positive results of
our natlonal conference ia the discussion
of the Mational Committee, In agreement
with the newly-appointed National Youth
Committes, to lanch an independent club
for young workers in New York and to
begin the publication of a apecial youth
paper. .With this the Communist League
will begin o momentous experiment
which will call out the intense Interess
and warm sympathy of all who fAght
under our banner. #o far as we know
we will be the first section of the Inter-
national Left Opposition to form such
an organization and to come o0t with
a special organ appealing to the proletar-
jan youth. We are ploneering on a new
figld “in the world-wide struggle of the
sfarxinn wing of the movement. But all
the circumstances warrant the suep, and
we are confident that the resulis will
quickly vindicate it.

The situnticn and the special problems
confronting the Communist youth are
not the same as those of the adult move-
ment, or at any rate they are not exactly
the same: and it iz from thia cirenm-
ctanee that difercnt tactical and organi-
eationanl methods flow. The Opposition
youth remain-—az the confercnce reaolu-
Hon sald—a faetlon of the Yoong (om-
munist League as our organization is a
faction of the party. But the relation of
forces amd a number of other conditions
in the youth movement are far more fav-
orible for independent acijen up to &
oirialn point.

talinlsm has wrought* devastation
enpouigh In the party, but in the Young
Communist League the results have been
truly catastrophic. On the other Hand,
the Marxian edudeationn]l work of the
Opposition has awakened a far whder re-
sponee, apeaking proportionally, in  the
ranks of the Communist youth than in
the adult orgnnization. And this is not
without valld reasong. The youth are
not, and in the nature of things canmot,
be welghted down with as hard mmd
heavy & crost of bureaueratle ey niclsm
as [s the case fn the party. The youth
react more sensitively to revolutionary
tdens, The youth are the barometer, as
Trotsky sald at the beginning of the
gtruggle agalnst bureauncratism fn 1023,
All our experience in America puppoTie
this idea. We do no boasting. We have
never deceived gurselves or others with
epraggerated claims. Buot we <am AAy
with abaolute confidence that the flower

‘g proletarlan mags movement.

of the Communist youth in America are
glready eunrolled in the ranks of the Op-
position. A “bold step forward l8 now
Juatified and necessary,

If the youth work the Oppesition s
now undertaking on & wider scale has
an admittedly experimental chiracter,
the same can be sald with no less justice
af all that has been attempled up to now
in thig domalin by the party, and even by
the Comintern. We maintaln that the
problem of effective work among the
voutl has not yet beep solved in  the
caopltalist countries, and uoder the re-
gime of the epigones it has been c¥mie-
ally mismanaged and abused. They have
been corrupting and perverting the rev-
olutionary youth, training young buor-
eaucrats ns Fagin truined young thieves.
What §s wanted 1z the cduecation of &
ecadre of frank and hopest young worker-
gevolutionists able to organize and lead
Thin task
belongs to the Marxlam Opposilion, Tt
will bring new metheds and a new spirit
to the work,

We expect that the first issue of the
youth paper of the Opposition—the plana
for which are already under way and
which it ls to be hoped will not long
be deloyed—wlll reflect this new spirit
and be weleomed in the yeulh movement
like a fresh brecze. To do this it will
not bave to borrow anything from the
Young Worker, that pallid and unbealthy
caricature of grown-up Stalinism at its
worst, The aim which we and our young
eollaborators aspire to is to make a real
youth paper, to Intergsi youmg warkers
and not to command them, to convines
and educate them and not to herd them
like shesp for a faction that har no
{deas. Mo pretensions, no diplomacy, no
high-politics, no slavish aping of the big-
tnlk of the elders, but a yoong Commin-
ista’ paper for young workers,

In deciding to call the new paper Young
Spartacus, the joint committer has en-
dowed 1f with an inapiting historic nome.
The name of the great leader of the
colozsal alave tevolts of antlguity was
the banner around which Ldcbknecht and
Luxembourg ass¢mbled the dispersed van-
guard of the German proletarint. It
can woll betome the symbol of the re-
volt of Communist youth against the
corrupting influcnce of Stalinism, md
thede nezault againat the capitalist order,
The name imposes chllgations, We are
convineed that the young militants of the
Opposition will fulfill them. In their
great undertaking they will have the un-
qualified sapport of cvery member of

the Communist Leagus, —JI. B &,

THE MILITANT

The Question of Workers' Co

(Contlnoed from Last [sswe)

The cplgones have purely mechanie-
ally wecepted the dea that workers' con-
trol of production, like Soviets, can only
be carried out under revolutionury comn-
ditfonz. Were the Staliniste to attempf
to bring their prejudices into o definite
sysbom, they would probably argue as
follows: Workers' control as a sort of
eoonomic dunl power 1z  Inconceivable
without political dunl power §n the couns
try, which in turn, is incomcelvable wilh-
ot the Soviets belng counterposed to the
bourgesis power; consequently—ihe Stal-
inigts would conclode—the slogan of
workers' control of production s ad-
mizsable only simultanecosly with the
slogan of Hoviets.

From all that has been said above, 1t
proceeds clearly how false, schematie,
and how lifeless I8 such a construction.
In practise, it results in the unigque alti-
matum which the party puts to the
workers: I, the party, will allow you t0
fight for workers’ control only in the
event that you are preparcd simultame-
onsly to build up Soviets. But this ls
precisely what 8 involved—that these
two processes must in no case run abso-
lutely parallel and simultanecusly, Un-
der the influence of ¢riges, unsmployment
aod predatory manipolations of the capl-
talists, the working class in its maj-
ority may be prepared to fight for e
aholitlon of business secrecy and for
control over banks, commerce and pro-
ductlon even before they bave reached
an understunding of the revolutlonary
conguest of powar

Two Ways Oul

Taking the path of control of pro-
duction, the proletariat will Inevitably
have to advance further in the directlon
of ihe seizure of power and of the means
of production. Questions of crediis,
of row materials, of markers alternately
lead the control beyond the walls of the
jgolated enterprise. Im & cCountry as
highly developed industrially as (zermany,
the quesrions of exports and imports
aleme suffice to elevate workera' comirol
immediately to the level of state tasks
and 4o counnterpose the central organs
of workers' controel to the oficlal orgdns
of the bourgeols state, The essentially
irreconcilable contradictions of the roe-
gime of workers' control will have to be
accentuated to the degree that ita sphere
of influence and its tasks are extended,
therenpon io show themselves promptly
as intolerable. A way out of these comn-
tradictions can be found either inm the
capture of power by the proletariat

THE BANKING CRISIS IN
THE UNITED STATES

{Continned from page 1)

#o far as voluome of lodostrial produoc
tion amd wholesale prices go, therefore,
the ereation of paper values in the form
of bank deposits and of bank credit,
short term in the form of loans and dis-
counts and long term jp the form of in-
veaiments, ran abead of the production
of real  ecommodity  enloes, In short,
ponerally speaking, the peried was one
of financial inflotion,

3. This must be understood, however,
not mercly formally, but dialectically,
in its relation to the develppment of
cap.talism in Amerlca during thiz period
to a higher level, that of Imperialism,
in the Leninist sense which inelades fin-
ancinl concentration toward the forma-
tlon of a finaneial oligarchy, increasing
monopolization of industry, and increas-
ing hegemony of finunce-capital over capi-
tal az a whole, This lnvolves the trans-
formation of Inecreasingly large propor-
tiemg of capital into the form of stocks
and Bonds, facilitating bankers' control.

Lenin says, “Finance-capital, concen-
trated In g few hands and exercising &
virtual monopoly, exacts enormous and
pver-Inereasing profits from the floating
of companies, issue of stock, State loamms,
ete., tightening up the grip of Anancial
oligarchies and levying a tribute on the
whaole of soclety . . . The extraordinary
high rate of prefit from” the issue of
gecurities, which is one of the chlef
tunctlons of finance-capitul, plays a large
part in the development and alabilization
of the financial oligarchy . . . 1mperial-
jsm or the rule of financecapital in
which this separation [of finance-capital
from indnstrinl capital] reaches vast
propettions, The supremacy of finance-
capital over all other forms of capital
menns the rule of the investor and of
financial oligarchy. . . . "

Botween 1821 and 1030, there were Is-
sued in the United States over § billien
dollars of forelgn government loans;
524 billlons of corporation securlties, of
whichk 19 billions were stock and 343
pilliong bonds, including 9.5 billione of
refunding lssues to pay off old sscor-
{tles, which should be deducted from the
n4.8 billlon total: and 4 millions of real
egtate morigage bondsd.

This tremendous ouwtpouring of capital
did not represent actual savings, or real
surplus values created during the period,
but rother paper values ereated by the
banks. Az indicated by the distrepancy
getween the increase in industrial pro-
anction and the lncrease in bank deposlis
aad credits, this was a period during
which paper values rose faster than real
vl s,

Bank Assels

4 To confirm this, let us examine the
charactar of the assets of the banks,
and sse what changes they underwont
during the hoom, We ghall confing our
attention to the natjonal banks, having
409 of the resources of all banks com-
bined, because they are under the juris-
diction of one authority, the Compiroller
of the Currency, rather than the gtate
banks, regulated by 48 metg of banking

In June 1021, loans constituted 57% of
the total asscis of the national banks:
by 1020 the pereentage had besn reduced
fo less than 504%. During the same per-
ied, investments increased from 2 0
0.

In other words, the banks were tending
to lend lesa, and pot more of thelr money
into securities, OF the loans themselves,
o 1021, ®374 were socured by stocks
and bonds—hby 10240, 879 were 50 secur-
@l. Of the loans secured by stocks and
bomds, 7.9% were secured by U. 5. gov-
eroment bonds in 1921, 259% by 1829,

gimultaneously, the proportlon of loans
represented by ordipary commercial loans
declined from 80,295 in 1921 to 49.29% lo
1920, Remembering what was sald lo
the previous artlcle of this series, that
only loans based on legitimala commer-
eial transacticna or upou U. 8, govern-
ment bonds are eligible for rediscount
with the PFederal Reserve banks, It 1%
glear that the percentage of loans eligi-
ble for redisponot would have to decline
during this perlod, from 30.6% In 1921
to 19495 in 1929,

The foregoing makes clear the extent
te which the epormous distribution of
securities during the blg boom was based
on manufactored bask credit, and con-
sequently the extent to which the fina-
clal structure of the banks was based
on the secarity inflatlon accompanying
the boomm.

Another feature of the sama situation
was the fact that many corporalons,
which were suecesafully selling thelr
gtocks and bomnds at high prices to ln-
vostors, used the cash which they oo
polved, fArat to pay off bank loans, e
ond to pat their treasurles in such posi-
tion that they have less need than ever
before to borrow from %he banks for
thelr ordinary commercial transsctions.
This further Intensifles the tendency for
the banks to have relatively little com-
mereinl paper among thelr assets, and
relatively large amounts of finance pa-
per, based on stock and bond transac-
tions.

Financial FEffeets of the Crisla

Comparatively little of the loans based
on this inflated paper has been pald off,
Federal Reserve member binks had out-
standing at the end of August 1031, 14.4
billions of loans and discounts, agalinst
1.8 ‘billions in August 18930 and 16.9 bil-
lions in Aungust 1929, near the peak of
the boom. The other major form of
bapk credit, In long term lovestments,
aetually increased from 5.5 billicns Is
Aungust 1020 to 63 billlons in Aunguat
1930 and 7.7 billions in  August 1931.
Thia In the face of o very rapld de
preciation during these Lwo yewrs in the
prices of stocks and bonds meant that
the hanks were not taking their losses
and writing off their loans, but have
been cohsistently fighting to maintain the
dollar value of thelr participation in the
boom and consequently obtain a greatly
increased proportion of the effective ec-
onomie strength of the couniTy.

During the crisis, there has been mani-
feated o great tendency Lo hoard momey,
both by lttle depositors, scared by the

auttoritles.
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COMRADES BY LEON TROTSKY

{RBussia) or In the Faselst counler-rev-
olution, which esiablishes the naked dbe-
tatorghip of capital {Italy¥y. It is pre-
clsely n Germany, with lts strong soc-
ial democracy, that the stroggle for the
workers' conirel of producilon will o
all probability be the st stake of the
revolutionary united front of the work-
ers, which precedes the open struggle for
POWET.

Should the slogan of workera' control,
however, be ralsed right now? Ia the
revolutionnry situation “ripe”™ for §t¥
This gquestion §s hand [0 answer. There
iz no messaring instroment which woold
permit the determination, onee and for
all, of the degree of the revelutionry
situntion, One ls compelled to check
up by deeds, in atragele, with the aid
of the most valegated mepsuring in-
glruments, One of thess instroments,
under the given conditions perhapa one
of the most important, §= procisely  tha
glogan of the workers' control of pro-
duction.

The slgnificance of this slognn 1les
primarily in the fact that on the basis
of it, the united front of the Communist
workers with the acclal democratic, noeo-
pirty, Christian and other workers, con
be prapared, The attitude of the social
democratie workers s decisive. Tho
revolutionary united front of the Coms
munists with the social democrats—
that 1s the fundamental political eondi-
tion which 1s lacking in Germany for
the immeddate ‘revolutionary siluation.
The preschee of a strong Fascism ls sure-
Iy o serious obstacle ou the road 1o
victory. Yet, Fasclam ean rolain  its
power of attrmclion only because e
proletariat is split up and weak, and be
canse It lacks the possibility of lead-
ing the German people on Lhe road to
the wvictorious revolution, The revolu-
tlonary united front of the working clasg
alrendy signifies, In itsclf, the politieal
denth blow for Fascism.

For this peason, be it sald In pass-
ing, the policy of the Communist Barty
of Germany leadership Inm the gquestion
of the referendum bears an all the more
eriminal eharactor. The most rabld foe
could not have thought up a surer way
of inciting the social democratic work-
ers agninst the Commupist party and
of holding up ihe progress of the policy
of the revolutionary united front.

Wocesgary Prepartlons
Mow thiz mistake musl bhe made pood

ngnin, The slogan of workers’ control chn
be of extraordinary aid in this regerd.

frequency of bank fallures, and by banks
themselves, who have nesd to Keep more
opmb fn their vaults to meet the possl-
bility of an uncxpected runm.  The latest
Federal Reserve statement, for Ocf, 14
1921, shows money in elrculation of 6.5
billlens. A wear age there were in cle-
culation 4.5 billione. Considering the ex-
tent to which the crisis has deepeued duar-
ing this perlod, it would have scemed
reasonable o expect & drop in circula-
tlom of several buodeed millions dollars
instend of an Increase of a billion, About
one to one and & quarter billions are
evidently being hoarded, mostly in the
form of Federal Reserve nofes, rather
than gold. On Oct. 14, 1031, total gold
regerves in the Federal Reserve system
were 4 billion dollars against 3.1 billions
the year before: General Heserve bank
notes, however, were outstanding n the
amount of 2.3 billlon dollars against 1.3
bllllons & year A0,

This increase in note izsues, based on
hoarding, was all right as long as gold
kept coming into the country. The gold
holdings of the United States, which
ranged from 3 to 3.7 billleps In 1021,
stendily increased to 4.9 billions in 1924,
declined during the period of aetive fin-
anclng of forelgn countries in 1925-7 to
a low of 4.1 billions in 1928, from which
point they increased steadily until by the
Arst weerk of September 1931, American
gold holdings were over 5 billions, the
highest figure in history, and fully &
half-billion higher than a year ago.

The Federal Reserve banks utillzed
+his situation to try to stimulate business
by keeping money rates low, using the
two chief weapons which we discussed
in the previous article, manipulation of
the redlscount rate and the porchase of
commercial paper and govérnment bonds
in the open market, thus pumping money
ints the market to pay for their purs
chi s,

The rediscount rate of the New York
Federal Heserve Bapk, which bad bees
4 129 at the beginning of 1030, was
foreed down to 29 by the end of the
year, and further redoced in April, 1931,
to 1 1-29%, the lowest rate in history.

The theory of the maneover was that
the low interest rates wounld tempt capi-
taliats to borrow and make the banks
eager to lend

what actually happened was that, In
wiew of the fear of the publle, which was
pulling out deposits and harding bills,
and the sharp decline in prices of In-
vestment securities based onm the com-
tinued low profits of corporations, the
banks [hemsclves felt  their position,
lopded as they were with stocks and
bonds, and with loans based on slocks
and bonds, was nooe too safe. Accord-
ingly, they began calling in old loans,
replacing them in lesser amonnts with
new loans, holding back from new loans
ng mueh as possible, and building up
their cash teserves, and their holdings
of such assets as are very “liguid™, 1.
e, readily cxchangeable for money—gov-
ernment bonde,  short-term lonns, ete.
The most recent statements of some of
the largest banks in New York City have
been showing 50 to G0% of their total
resourcea in cash or assseis equivalent
to cash—that s, they were halfl-way of
more out of the banklog business, hod
merely serving theé same purpose &8 A0
old sock, as a place to put money into,

However, It muast be approached correct-
Iy, Advanced withouwt the necessary pre-
paration, &5 g§ bureaneratic conmand,
the slogan of workers' conirol may not
only prove te be o blank shot, but dis-
credit the party even more strongly in
the eyes of the working masses aml un-
dermine the eonfldence  in it alse of
those workers who siill vote for It today.
Before this highly responsible fighting
slogan Is ralsed, the situation must be
rewd well and the ground for it prepared,

We must begin from Below, from the
factory, from the workshop, The gues-
tioms must Be serotinized and adeapted
to eertaln typical Industrial, banking and
commercial enterprices.  Hapecially crass
cuses of sapeculation must be faken as
a point of departure, veiled  lock-outs,
mendaclous diminuiion of profis aimed
at redoctions of wages or mémlncions CxX-
aggeration of production costs for the
sume purpose, and so forth. In the {ae-
tory which has fallem victim to sach
machinations, the Communizt workers
must be the ones through whom are felf
the mocds «f the rest of the working
ma=aea, above all, of the =sosial dem-
oeratle workers: to what - extent  they
would be ready o acoept the demand
b abrogate buasiness sechecy amd to as
tnblish workera' control of prodoctlon.
Using the oceaslon of partlcularly crass
individual caszes, we must begin o «on-
duct propaganda  persistently with a
purely positive way of putting the ques-
tion, amd in this way measure the power
of resistance of social democratle cons
aervatizm., This would be one of 4he
best ways of establishing to what degree
the revolutlonary situntion has “ripen-
'E'd-"

The preliminary feeling out of the
ground mssmnmes o simuoltaneons theor-
etical and propagandistic elaboratlon of
the auestion of the party, a serlous and
objective instructing of the advanced
workers, in the first place, of the fae-
tory counclls members, of the promin-
ent trade union workers, ete. Only the
courss of this preparalory work, that is,
the dexres of its suctess, can s=how at
what moment the parly can pass Over
from propagands fo forther agitation
and to direct practical action under the
slogan of workers' eontrol.

The policy of the Left Oppositlon in
this question follows clearly enongh from
what has been presented, at least in Its
pesentinl features. It is a questlon in
the first period of propaganda for the
correct principled way of puiting the

cleenlatlon of capitnl which iz the Dunde-
mental function of a bank.

The low interest rates prevailing Im-
posd Tittle penalty on the bankas for
these overcautions policies, but instead,
actually made it harder for the capl-
tallsk tg borow than before., Whatever
good loans they had they keep to them-
selvea, inetead of turning them over to
the Federal Heserve banks either by re-
digeount or by sale in the market.

Inereased Gold Neod

The lrge amount of Federal Reserve
notes putstanding, as a resolt of hoard-
ing, the relatively large deposits of mem-
ber banks with the Federal Reserve
banks, as a resull of the banks" policy
of resistance to deflation of their credits
and deposits, meant that Pederal Iie-
serve banks would pecd greal gunantitles
of gold to mainlsin the minimuom legal
reserve requirements of 359 agalost de-
posits and 409 against note issues. As
to the notes, the 40% gold reserve ls a
minimum only when the Federal Rescrve
banks can make up the additiopal G059
of the amount of notes §ssued by means
of eligible commerical paper. The leas
of such paper the Federal Reserve banka
have, the more gold they need to 1l
in the gap.

For example, on Oct. 15, 1831 the
twelve Federal Heaerve hanks combloed
had outstanding $1,372,000,000 of notes
in circulation, to which should be added
some 400 to 500 millions of notes s
aued but not in eireulation, kept by the
F. . banks as “counter cash™ to avold
having to pay out gold or gold certiffcates
to their member banks, On the same
date they had in their portfolios F210.-
000,000 of discounted bills, and $1BG0M,-
00 of billa bought in the open market,
or total eligible paper of $3005,000,000.

Taking the lower of the two flgures
far “eounter cash"”, would leave totel
eligible paper at only 2290 of the total
notes fsaned. In other words, since
gold plus eligible paper must equal the
amount of notes jssued, the effective min-
imum of gold reserves roquirements
agninst note issues as of Oect. 15, 1041,
was T8 percent. and not 40 percent., be-
eange of the insufficient amount of ellgl
ble paper, in turn due to the fact that
the banks were loaded up with ineligi-
ble finamce paper.

Thizs situation, as sald above, wis per-
fectly comfortable ns long as gold kept
coming in, When England went off the
gold atandard on Sept. 20, however, o
gharp reversal of the gold flow set inm.
The Fnglish capltalist, after a depoecin-
tion of 2040% in the pound, found his Am-
erican sccurities, cxpressed in  dollars
worth 209 more in pounds thap before,
while his French liabilities, expressed in
francs, correspondingly welghed 209
more in pounds than before. Elmilarly
with the other Eoropean natlons which
went off the gold standard.

It pald them to sell American secur-
ities, commercial paper, or anything else
pxpresgsd  In dollars, collect the pro-
creds in gold, and remit them to France
te mettle their obligations pagable in
france. As & result, Ameriean stocks
and bonds were heavily sold, commercial
paper began to appear more freely in
the market, and gold began to leave the
United States for France. Up to Ot
17, over $650,000,000 had been exported
or earmarked (removed from domestic

without participating in the process of

gold reserves and held for the disposition

ntrol of Production

guestion and at the same Lime of the
stndy of the concrete conditions of the
strugele for workers' control. The Op-
position, on a small seale and to a mod-
et degree correspowling 1o lte forees,
st tuke up Lthe prepacatory work which
was characterized above as the next task
of the party. On the basis of this task,
the Opposition muost sedk condact with
the Communizts who are working in the
factory councils and o the frade unions
cxplain to them our views of the situa-
tlon as a whole, and learn from them
how our correct vlews on the develop-
ment of the revolution are to be adopted
to the relationshipe in the foctory and
the workshop.

L] ] W L]

P, 8 1 wanted to close with this,
only it oceurs to me that the Stalinlate
might make the following objettion : youa
are preparcd to “dismiza" the slogan of
Hoviets for Germany; but you eritlelzed
ug btterly amd branded ws Docwuse at
one tme we refpsed (o proclaim  the
slogan of Soviels in China., In peslity,
guch an "ohjection' s only base woph-
fam, which §s foomded on the swme ors
ganizational fetishism, that is, upon the
identification of the class essence wlth
the organizational form. Jlad the Stal-
inlets declared at that time that there
waire rensony o Chinng which himdered
the appilleation of the Soeviet form, and
had they recommended some other op-
agnizational form of the roveluiionary
united front of the masscs, one mora ad-
aptable to Chinese conditions. we wonlid
naturally rave met such o proposal with
the greatest attention, TEut we were e
commeniled 1o replace the Sovieta with
the Kuo Min Tang, that is, by the en-
slavement of the workers to the capi-
talists, The dispute was over the closs
content of an organization anil not over
ita organizationsnl “technlgoe™ Bot we
must promptly add to this that preci=ely
in Ching there were no subjective ob-
staclez at all for the Boviels, 0 we tnke
inte eonsideration the consclousness  of
the mas=ses, and not that of Stalin's al-
lies of that time, Chinng Kai-Shek and
Wang Chin Wel. The hincse workers
have no soedal demoeratle, conservative
trailitions. The enthusziasm for e Bov-
let Union was truly aniversal. Even the
proaent=dny peasanis’ moevement o
China dtrives o adopt Soviet Toro.
All the more generk]l was ithe striviog
of the masses for Soviels In the years
1251027,

Aunpgust 3, 1931,

of a foreign bank), of which nearly SG69%
went to France,

The only thing for the Federal Reserve
banks to do was o reserve thelr pre
viowz policiea. Instead of buyving gov-
ernmgnt bonds, they sold:; last week
alowd® they sold 11 milllons of these
honda, bréaking rhe market In some -
suer 5 amd G points in a week, a terrific
declinge for 1. 3. bonids, along with the
selling brought out by the fnct’ that the
F. K., was selling. Instead of keeping
interest rates low, they raised the re
diseount rotes a full 190 each In fwo
succassive weeks, bringing the New York
rate up to 3 1296, and carrving all othee
forme of short-term interest rates, poare
ticularly the rate on commercial paper,
up with them. The commercinl paper
raté for 4 to § months' paper, which
had been steady at 290 since June, =
now d=4 1-205¢.

Az a resalt, the mnks have been more
cager to lamd money—ile pennlty  for
keeping bank funds Wle in cash {8 pow
49 at least, Instead of 1-2 of 1% to
1 1-2%%, as a month ago. The Pederal
Heserve banks, as of Octk. 14, 191, had
on hand billa discounted and bought In
the open market, together constituting
itz eligible paper avallable as collateral
for Federnl-Hezarve notes, of £1,3538,004,-
N, apgainst SLMEO00000 a week ago
and EA006,000, 0 & year ago,

Itz gold reserves (including “lawful
money” such as natfonal bank notes)
wers 32004, 000,000 on Oeb. 14, 1031,

againat F3,108,0600,000 a  week apo and
£33, 120,000,000 & year apgo.

The F. R. system therefore lost £200
milliona during the week, but becouse of
the addition to its holdings of eligible
paper wag able to mueintain itz reserve
positlon unimpaired. The tfest of the
gold position of the F. H. 1s the “froe
gold”, or excess of pold reserves over
legal requirements, The “free gold” of
the system on Oct. 14, 1831, amounted
to some SOT0B0 60, alwot the same as
a wieek ago, and only 2H0,000,000 lezs than
a year ago, in spite of the inerense of
a billion dollars in note liabilitics,

Bo far, thercfore, we fAnd that the de-
fense of the gold stawlard has been spe-
cessful in the face of buge gold exports
and a vast amount of hoarding of money.
The defense has cost 20 far, & severs
break in V. 8. government bonds, =&
tichtening of money rates, and an ex-
tenalon of Federal Reserve credit on an
enormous gcile on very short notice, an
an @artificinl basiz, 26, the lmmediats
emergency {a belng oversome.

The finnl article of thiz series will
diseuss the immediate perspectives for
the further development of the banking
crisia, with their probable bearings onp
the general econombe crlala.
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