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PREFACE 
I LEFT Soviet Russia in I928. For more than twenty-:l/.ve. 

years I have .been associated with the University of Moscow, 
where I held the chair for Public Finance, also Professor 
and Dean at the School of Economics in Moscow for many 
years. In Tsarist times I was a Member of the_ Council 
(Board of Directors) of the State Bank of Russia. 

During the Soviet rule since I92I I was President of the 
Financial Section of the Institute of Economic Research 
attached to the Commlssariat for Finance of U.S.S.R. In 
this capacity I took part in the work of the Commissariats 
(Ministries) for Foreign Trade, for Foreign Affairs and for 
Transportation, in the State Budget Committee, in the 
Custom Tariffs Committee and in other Soviet institutions. 

In my lectures and in my work in these institutions I did 
not hesitate to criticize freely and impartially the Soviet 
Economic Policy. I have never been associated with any 
political parties or groups. I thought, therefore, that I 
might-express my opinion and do some useful work with 
reference to the possible ways and means of the economic 
regeneration of the Russian people. However, when I was 
in London for temporary research work during my vacations 
iii August 1928, I got the news that I had been deprived 
of my chair in Moscow University:. 

This is the fate of so many of my colleagues who, like 
myself, do not share communist teachings. Still, I was in 
a happier position abroad, as twelve Universities of four 
countries joined in their efforts to help me in the circum
stances and offered me a temporary or permanent appoint
ment or invited me to deliver public lectures. 

In 1926 I had the gI'!!at distinction of being elected 
honorary doctor by Munich University. In the same year 
the Council of the League of Nations invited me to become 
a Member oJ the Preparatory Committee of the World's 
Economic Conference, this invitation being private in char-

y 
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acter; nevertheless, the Soviet Government prohibited me 
from accepting it and refused to give me a passport, although 
officially the Commissariat for Foreign Affairs informed 
Sir Eric Drummond that they had nothing against this • invitation. • 

At this time I received, abundant and most valuable help 
from my foreign colleagnes. I cannot sufficiently express 
my thanks for all the kindnesses shown to me. . . . 

Now. for a few remarks about the contents of this book. 
I have tried to remaiil as impartial as possible. I have 
used only the latest official information and figures which 'I 
considered to be trustworthy. 

It should be noted that everywhere the prices are expressed 
in chervonetz rubles. A chervonetz ruble I( = 100 

copecs) is equal to about two English shillings. At par it 
means 2S. oid., or £1 is equal to 9 rubles 46 copecs as in 
pre-war times. Since the stabilization of the ruble in 1925 
the, chervonetz currency in the home market has remained 
practically stable, and only in 1929 a noticeable depreciation 
of the -ruble took place.' The export or import of cher
vQnetz currency is strictly prohibited; therefore no com
parison with the quotations abroad is possible. 

The Soviet Government is flooding foreign countries with 
a great many official and semi-official publications in different 
languages extolling the communistic regime. I have tried 
to give an impartial picture. 

The Soviet Russian experiment is carried out on one-sixth 
of the globe, and it affects harshly the economic and social 
life of all Europe. Unfortunately, so very little is known 
about it abroad. As a rule, foreigners are prevented from 
getting the right information. I hope that my book will 
help to give an idea of what is really going on in the vast 

, country of the Soviets in the field of economics. 

U,.'vnsil" 0/ Grill, 
J.......,.,I930. 

P. HAENSEL. 

1 The wholesale prie&-index 011 October I. 1928. was 1-761, and on 
October I. 1929. 1.817 (I9I3 = 1'000); the retail price-index was 1'999 
and "'50 respectively (el. Chap. IX). 
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THE ECONOMIC POLICY OF. 
SOVIET RUSSIA 

CHAPTER I 

GENERAL SURVEY, ORIGINS OF BOLSHEVIST RULE AND THE 

INTRODUCTION OF THE " NHP" (= NEW ECONOMIC POLICY) 

THE Union of Socialistic Soviet Republics is a federal 
State composed of seven "Allied Socialistic Republics" : 
Russia proper, Ukraine, White Russia, Caucasus, Uzbe
kistan, Tadshikistan and Turkmenistan. The present area 
of the Union is 21:,352,572 sq. kilometres, or about i million 
kilometres less than the Russian Empire before the war 
(21:,797,725 sq. kilometres). ,Since the war Russia has lost 
some of her economically most developed areas: Poland, 
the BaItic provinces, viz. the present border states of 
Estonia, Latvia, Lithuania, Bessarabia (now annexed by 
Roumania) and Finland, and, above all. is deprived of free 
access to the non·freezing ports of the BaItic Sea. 

Russia proper (the so-caIled Russian Federative Socialistic 
Soviet RepUblic) is by far the largest " Allied Republic .. 
of the Union, covering about 1:9.653,000 sq. kilometres, 
including the vast territory of Siberia (about Xl: million 
sq. kilometres). The economic policy of the Union is highly 
centralized and practicaIly concentrated in the hands of the 
Federal Government of the Union. Of course, all.govern
ment in Russia, federal, state and local, is directed by the 
Communist (formerly caIled "Bolshevist ") party and its 
supreme organ, the Political Bureau of the party. All the 
leading posts of administration, from the lowest to the 
highest, are occupied by communists. 

B 



2 The Economic Policy of Soviet Russia 

According to the census of December 17, 1926, the total 
population of the Union was 147,028,000. In the same 
area the population was: in 1897, 106,256,000; in 1914, 
138,200,000; in 1924, 137,407,000; on the ISt of April 
1930, 158,500,000. The consequences of thE:,great upheaval 
and of the World War, and especially of the civil war, are 
clearly seen from these figures: it was not until 1924 that 
the Russian nation restored its pre-war bumerical strength. 
It is reckoned that two and a half years of the civil war 
alone were responsible for the premature death of about 
seven millions of people. It was especially the male popula
tion that suffered. In 19I2 there were 996 women for 
every 1,000 men; but by 1926 the position was reversed, 
there being 1,070 women for every ·1,000 men. Before the 
war the natural increase in population was about one-third 
in fifteen years. At the same rate of increase, Russia in its 
present limits niight have had about 184 million inhabitants 
in 1929, instead of the actual 154 million. 

The change in proportion between the urban and rural 
population is very significant. In 19I2 in the Russian 
Empire (including Poland and the other border states) the 
urban population totalled only 23'4 million, or 14% of the 
total population of 168 million, whereas in 1930 the urban 
population of the Soviet Union totalled 30'7 million, or 
about 19'3% of the total population of 158'5 million. In six 
years (1924-30) the population of the Russian cities increased 
from 22,700,000 to 30,700,000, or by 35%. This should be 
bome in mind, because the increase of urban population 
naturally necessitated a considerable increase in industrial 
production. In 1928'for every 1,000 men there were 1,036 
women in the cities (920 in pre-war times) and 1,076 in 
rural districts. 

The density of population is 20'2 inhabitants per square 
kilometre in the European part of the Soviet Union and 
only 1·6 inhabitants in the Asiatic part (in comparison with 
14·8 inhabitants of U.S.A.). The population is composed 
of many nationalities. The census of 1926 enumerates more 
than ninety principal nationalities living in Russia. But 
the greater part are Russians proper, lIiz. 77,791,000 
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(36.7<>4.000 males and 41.087,000 females), and Ukrainians 
(3I.I95.000}; other principal nationalities are (thousands 
omitted): White Russians 4.739; Kasaks, 3.968; Uzbeks. 
3.9G5; Tartars, 2.917; Jews, 2.600; 1 Georgians. 1.821; 
Turks, 1,707; Armenians, 1.568; Mordovians. 1.340; 
Germans, 1.239 and Chuvashs. 1.117_ Other nationalities 
have less than a million persons each. Only 390.000 
foreigners live now in the Soviet Union. which total includes 
92.299 Persians. 85.352 Japanese. 81.783 Chinese. -45.975 
Greeks, 25.885 Turks, 10.137 Poles. 7.991 Germans. 529 
British, 296 Americans. 

Before the war very few Russians proper emigrated to 
foreign countries. Jews and Poles being the chief emigrants. 
The persecution of the Jews in pre-war Russia and over
population in the westem regions stimulated theiI emigra
tion. chieJIy to the U.S.A. In I906-II there emigrated 
yearly from Russia to the U.S.A. on the average 82.224 
Jews. 51.736 Poles and only 12,435 Russians. a considerable 
number of whom used to retum to Russia. Now the Soviet 
Government imposes severe restrictions on the emigration 
and travelling of its citizens abroad. In spite of exorbitant 
passport fees (220-330 rubles or £23-35 ($115-175) for each 
passport for a single joumey). of the thousands who apply 
for such permission to go abroad. but very few actually 
obtain it; whole families are very seldom allowed to go -
abroad, and the remaining relatives are usually considered 
as hostages. By this cruel device intellectuals and non
privileged classes are made slaves of the communistic regime 
and cannot cherish any hope of leaving the country. In 
19II about eight mil1ion Russian _ subjects and over three 
mil1ion foreigners crossed the European frontier of Russia. 
going abroad (not including a large number of those who 

1 The Dumber of Jowa in the Soviet Union is somewhat larger becau98 
some of the Jews who DOW :reject the traditions of their forefa.thers often 
declared themselves to the census authorities to be Russians proper. As 
a result of the II pa.le" the Dumber of Jews in Moscow before the war 
was very small (hanilyover 5,000). and DOW there are reckoned to be more 
than 200,000 J ewe in the metropOlis. Jews play an important r61e in 
the communistic party and occupy many very lml!.ortant posts in the 
Government and the Army. In pre-war times the Jews totalled 4o/c of 
tho whole pOpul.tiOll of the Empire, but thanks to tho .. palo" tI..y 
lived almost exclusively to the west of the Rivers Dvina and Dnepr. 



4 The Economi~ Policy of Soviet Russia 

crossed the frontier without passports. avoiding the regular 
custom offices). and in 1927 only 19.727 Russians and 20.564 
foreigners (and 6.160 persons whose nationality is not stated) 
crossed the European frontier from Russia. Comparatively 
large numbers of Russians now cross the ~atic frontier 
(35.857 persons in 1927. in comparison with 54.406 persons 
in 1911). but almost all of them went to China (31.156 
persons in 1927) as a .result of the policy of the Soviet 
Government in China and in connection with the Chinese 
Eastern Railway. 

In comparison with pre-war conditions the birth-rate has 
decreased slightly. while the death-rate has declined very 
substantiaIly. Therefore. the population of the Union is 
now increasing very rapidly and more so than was the case 
before the war. This is to be seen from the following table 
(for the European part 9f Russia) per 1.000 of population : 

. 
Increase 

Births. peaths. of POPI1~ 
lation. 

Marriages. Divorces. 

1911-13 45'05 28·6 16'0 8·. -
19:17 42'9 21'0 21'9 to'3 0'7 

The faIl of the death-rate is partly due to the decrease of 
infantile mortality (in 1909-10. 265 children out of each 
1.000 children born died at an age below one year. in 
1926. only 174. and in 1927. 191); no doubt the Soviet 
Government has improved the medical care of infants. 
especiaIly in the cities. PartIy. it is due to the decrease of 
consumption' of alcohol by parents as a result of prohibition. 
and perhaps to a somewhat better feeding of a part of the 
peasantry. But these causes could not have influenced the 
faIl of the death-rate in such a degree. The real explanation 
is that all those who were weak and of low resistance died 
in masses during the terrible years of the civil war and War 
Communism. The new regime can hardly boast much about 
creating healthier conditions, although considerable efforts 
have been made. especiaIly in the cities. for the improvement 
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of medical service, In I927 the death-rate in the cities was 
I6,8 and in rural districts 2I'7 per I,ooO inhabitants (the 
birth-rate 32't and 45'5 respectively), In I9IO one hospital 
with an average of 26 beds existed for each 20,923 inhabitants 
(besides private clinics), and in I928 one hospital with 43 
beds for each 25,3I4 inhabitants (and hardly any private 
clinics), 

Even since the time of economic stabilization the per
centage of population contracting contagious diseases is again 
increasing alarmingly, as can be seen from the following 
table (for each IO,OOO of population) : 

NUMBER OF PERSONS WHO CONTRACTED CONTAGIOUS 

DISEASES IN U,S,S,R. FOR EACH 10,000 OF POPULATION 

Tr.:hoifl Small- Scarlet 
Whoop- Diph-Measles, ing-ever, . pox, fever, cough, theria. 

1924 II'7 "0 21'7 13'7 14'5 4,6 
1925 n'I 1'3 41'S '1'4 '4'3 4'1 
1926 8'3 1'1 .6'5 22'7 28·6 5'1 
1927 9'5 0'9 31-7 23'9 29'2 5'4 

, • 
Tuberculosis. 

lDfIuenza. Malaria, Trachoma. 

Lungs, Other 
m-gans, 

1924 J21'9 54'S 14'1 419'8 36 '9 
1925 191'1 76'3 21'0 337" 58'3" 
1926 .88'3 79'9 '7'4 '99'S 63'4 
19'7 325'7 88'1 30'S 244'7 72'4 

There has been a considerable increase since the Revolu
tion in cases of scarlet fever, and especially of tuberculosis, 
no doubt as a result of congested housing conditions, 
Malaria shows very high figures: in the years I923--25 it 
was registered that seventeen millions contracted malaria; 
later, malaria decreased in Russia proper and the Ukraine, 
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but increased again in the Caucasus, It is difficult to com
pare all these figures with pre-war conditions because of the 
difference of methods of registration, But there is a most 
marked decrease of small pox and diphtheria in comparison 
with pre-war conditions; the decrease of typhus in late 
years is natural, because millions got over it during the 
civil war, 

More symptomatic are the statistics of death due to 
diseases in the cities, In 19O5-<l9 there died in Russia every 
year from measles, scarlet fever, small-pox, whooping
cough and typhus, 10'56 persons for every 10,000 inhabi
tants (in Germany 1,84 and in England 1'30); in 1925, in 28 
principal Russian towns, there died from the same diseases 
16'4 persons for each 10,000 inhabitants, In the same year 
there were 20'50 deaths from tuberculosis for every 10,000 
inhabitants (33'4 in Viatka, 32'0 in Ufa, 23'5 in Leningrad 
and 16'2 in Moscow); the percentage of deaths due to 
pneumonia and diseases of respiratory organs is also very 
high-I8 for every 10,000 inhabitants (in some towns, like 
Samara, Tver and Orenburg, even 30 cases), From scarlet 
fever 6'5 persons died and from suicide 2'47 persons for every 
10,000 inhabitants, The number of suicides in the Union 
is rapidly increasing: in 1923, 2,720 men and 1,545 women; 
in 1924, 3,258 and I,80p; in 1925, 4,276 and 2,062; in 1926, 
4,704 and 2,006; in 1927, 7,606 and 3,356 respectively (for 
1926 and I927, preliminary figures), The Commissar for 
Health Semashko has written lately an alarming article 
on the increase of epidemics in Soviet Russia, 

Birth control and abortions (there exist practically no 
legal rest:rictions for these) have somewhat lessened the 
birth-rate, but they are practised almost exclusively by the 
population of the cities, The sharp decrease of the death
rate resulted in an astonishingly rapid increase of population 
(21'9 against 16'9 per 1,000 j.nhabitants in pre-war time), 
The number of marriages has increased (10'3 marriages for 
each 1,000 inhabitants in I927 as agamst 8'2 before the 
war) asa result of easier divorce, For the same reason 
divorces are comparatively numerous (2'7 for each 1,000 
inhabitants in the European part of the Union and even 
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3'1 in the European part of Russia proper). In pre-war 
Russia divorces were very difficult to obtain; among the 
peasantry divorces were hardly known. Now each party 
is absolutely free at any moment to get a divorce by a 
simple declaration at the registrar's office, even against 
the will of the other party and in spite of the fact that 
there are children (alimony will be usually paid in the 
latter case). 

According to the census of 1897 in pre-war Russia out 
of each 1,000 inhabitants 771 belonged to the peasant class, 
23 to the Cosacs (as a rule they were simple peasants living 
in the south of Russia and Siberia and having some special 
rights and duties of a military character), 15 belonged to 
the nobility and the State officials,S to the clergy,s to the 
merchant and industrial class, 107 to artisans and the lower 
class of urban population, 66 to natives of Asiatic origiD., 
8 to other social classes. 

The same census revealed that out of each 1,000 inhabit
ants, 746 were engaged in agriculture, forestry, fishery and 
hunting; 96 in industry; 14 in admin1stration, justice and 
police; 10 in Army and NavY; 6 in religious. cults; 46 in 
private service, commissioners, servants; 18 rentiers and 
pensioners; 16 transport service; 38 in commerce; 10, all 
other occupations. 

The census of 1926 was based on quite a Qifferent system 
of registration, and, besides, it is difficult to compare the 
items: the ecOnomic situation changed rapidly in the begin
ning of the twentieth century. The census of 1926 reveals 
that of the total of 82,529,000 persons engaged in occupations, 
71,566,000 are engaged in agriculture (86'7%), 2,791,000 in 
industry (3'4%), 1,861,000 in petty industry, 363,000 in 
building industry, I,293,OOO in transport service, 1,155,000 
in commerce, 1,890,000 in administration (2'4%) and 
1,610,000 in other occupations. The agricultural character 
of the country is therefore evident. 

According to a special investigation by a Goyernment 
committee based chielly on taxation reports, the class struc
ture of the Russian nation in the year I926-27 was the 
following: 
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Total populatiOJl • 
(A) Agri<wltfwGl 1>ofHIJ- (with chief revenue from agri. 

culture). • 
I. Peesant tenants • • • 

(a 1 Poor pMSaIlts 1 • • 
(b Middle pMSaIlts •• •• 
(e WeIl·to-do pMSaIlts (hiriug agricuMural 

labour an~Sge "ng agricultural imple
ments w over 400 rubles per farm) 

2. Peasant labouren and servants • • • • 

(B) NOfJ..agricultfwGl 1>~ (with chief revenue othOl 
. thaD from agriculture) • . 

I. Proletarian !."'Pulatioo • • 
(a 1 Working class • • • 
(b OIIicials and emplovees • 
(e Occasioual Ia-"';' • 
(0/) House servants • • • • 
(e) Unemployed. • • • • 
(f) Pension ... and holders of acholarsbipe 

2. Non·proletarian work.." • " • • 
(a) Artisans (with DO hired Jabouren) • • 
!~1 Li_ pIofessions. • • • • 

3. smlili ~taiisb and·amsa:;.. hiring ~~ and 
merchants with DO hired labour . • 

4· Bourgeois class • • .'. • • 
(a) MOIchants and industrialists hiring labouT • 
(b) Wholesale trad ......... tiers and owuen4W 

larger industrial plants • 
S. Other nou-agricultoual popuJatiOJl 

1-48,069,000 

112.72 3.000 
108,010,000 
21,106,000 
81,045.000 

35.346,000 \, 
24.005.000 
11.574.000 
8.369,000 

943.000 

3S3,ooo 
1.5.72•000 
1,194,000 
6.91 3.000 

5.793.000 

506.000 
614.000 

2..421,000 
214.000 
179.000 

The agricultural character of the country is evident from 
this table too. especially if we take into consideration that 
among the .. artisan class" (2. a) are included 3.615.000 
members of artisan families living in rural districts and 
usually deriving a substantial part of their income from 
agriculture as well. 

The terrible illiteracy of the Russian nation is well known. 
The census of 1897 has shown that only 2II persons out of 
1,000 could read (293 among men and 131 among women). 
Even eliminating children below 10 years, the number of 
literate persons was only 27% (in 'European Russia only 
30%). Substantial improvement had been achieved in the 
years immediately preceding the Great War. The laws 
passed by the Duma a few years before the war guaranteed 
the possibility of universal education, and every school 

1 Vi. .. (I) who have DO cattle of their own and cultivate less than 
II acres of laud. ,and (2) so% of those who having DO cattle cultivate 
11-.6 acres. ODd (3) those P' 5 ing 0Jl0 beast and cultivating 1 ... than 
3 acroo. 
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district received appropriate school grants from the State 
Treasury for the teachers' salaries and for the erecting of 
school buildings. . 

According to the census of 1926, 70% .of the men and 
57% of the women among the urban population and 46% of 
the men and 23% of the women among the rural population 
could read (51% and 29% respectively for the whole country). 
The civil war is responsible for the increase of illiteracy.' 
1n the year 1926 only 68% of the boys and 49% of the girls 
of the age between 10 and 14 could read, whereas in the group 
between IS and 19 years there were 72% of males and S3% 
~a1es, and in the group 20-24 years, 81% and 53% 
respectively literate people; these obtained their primary 
education before the revolution. Those of the age of 23 
years at the time of the last census (December 17. 1926), 
who obtained their primary education just before the war, 
show t;he highest figures of literacy, namely, 14% for men 
and 53% for women. Children born during the last year 
of the Tsarist regime and attaining the age of 10 in 1926 
were much below the average as far as literacy is concerned, 
57% among the boys and 44% among the girls; and at 
the age of 14 (in 1:926) only 71% among the boys and so% 
among the girls were literate. 

No doubt great efforts are made by the Soviet Government 
to increase literacy. Nevertheless, the chief endeavour is 
made simply for political training and communist teaching. 
Besides, it is laid down that instruction be given in the 
language of the respective nationalities (e.g. in the Tartar 
language for children living in the Tartar region), and there 
are great difficulties in preparing· teachers and books in 
native languages. In the Ukraine, for instance, the Russian 
language will hardly be understood in a few years, whereas 
the Tsarist Government aimed at and practically achieved 
a knowledge of the Russian language by almost all peoples 
living in the Russian Empire. In the Ukraine even pro
fessors in the Universities are ordered now to teach only in 
the Ukrainian language--a rather poor language created 
somewhat artificially. (It is not exactly the language spoken 
by the peasantry of the Ukraine.) 



IO The Economic Policy of Soviet Russia 

The schools in the cities are overcrowded, and in many 
places the children are using school buildings in shifts: the 
elder pupils are taught in the evenings only, because there 
is insufficient accommodation for all simultaneously. The 
preparation of new contingents of tea.che\"9' is inadequate, 
and it is very doubtful if, with tlle present low salaries and 
political pressure, a sufficient number of fully prepared 
teachers will be available in the immediate future. 

It is expected that in Russia proper universal education 
. will be po~ble about the year 1933-34 (in towns it will be 
secured about the end of 1930), in the Asiatic republics 
about the year 1940. The so-called" IzbachitaInya" (village 
reading huts), of which about 23,000 operate, special smaIl 
popular libraries, trade-union libraries, schools elf .. political 
ABC," schools for liquidation of illiteracy, are important 
weapons for political agitation.1 A tremendous amount of 
literature is issued every year for purely political purposes. 
Marxian doctrine, materialistic background and communist 
conceptions are required, and no other tendencies are aIlowed. 
by the censorship in all political, economic, social, historical, 
literary, pedagogical and kindred publications. Religious 
writings are not permitted, and the atheistic Press is 
encouraged. 

PracticaIly the whole Press of all kinds is in the hands of 
the Government and strictly supervised by the communist 
censors. More than 600 newspapers with a circulation of
over 8,000,000 copies are issued, and all are communistic. 
It is contended that in 1925 Soviet Russia issued 23-3 
million publications in comparison with 31.6 million in 
Germany, 13-2 million in Great Britain and 9.6 million in 
U.S.A_ In 1927 non-periodical publications absorbed 1,421 
million sheets of paper. But large quantities remain unsold 
in spite of the comparatively very cheap prices. Millions 
of rubles are spent by the Government every year to cover 
the losses of this tremendouS Press. N aturaIIy the radio, 
cinema and theatres are used for the purpose of glorifying 
the communistic regime. Of foreign life hardly anything 
is described in the Soviet Russian Press except strikes and 

I See S. Harper, Civil; Tf'ffifli", i. SwNI Rv.uiIJ, 1929. 
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labour unrest in .. countries where capitalists rule," and the 
fiercest of language is always used against all "bourgeois 
governments" of the rest of the world. 

The teaching in the universities and in all schools is 
closely supervised by the communist party and the political 
police. Economics, philosophy, political science and history 
can be taught in the universities only by communists or 
staunch Marxians. Special libera1ly-endowed schools are 
organized for preparing communist professors and mass 
agitators. .. Militarization of the Soviet Union" being one 
of the most important aims of the Soviet Government 
nowadays, not only are great military preparations going 
on, but in the schools, and especially in the universities, 
special military training of the youth is carried out. The 
Soviet Union has a system of military conscription, and the 
regular army is 562,000 (36% of the army are communists). 

In order t? prepare communist agitators and propagandists 
among Eastern nations, special universities have been insti
tuted in Soviet Russia by the State, where hundreds of 
Chinese, Japanese and other Eastern students get their 
communistic education (cp. Harper, op. cit., p. 286). 

The communist party is not only the ruIing party, but it 
is also the only legal party in the Soviet Union.1 At the 
beginning of 1917 the Bolshevist party numbered not more . 
than 30,000, and in October, at the moment of the Bolshevist 
revolution, not more than 200,000. uter, the number of 
members rapidly increased, but by means of frequent 
purgings and exclusions the number of members has been 
kept at a low figure. Now the conditions of admission to 
the party are made extremely difficult, and even industrial 
workmen (they are preferred) are admitted only on serious 
probation. In 1928 there were about one million regular 
members and 400,000 candidates awaiting admission. In 
every factory, government institution, rura1 community or 
educational institution there is a " communist ceIl .. super
vising the work of the institution, transmitting orders of 
the party and giving information about the affairs in the 
institution. There are over 43,000 communist celIs in the 

I See Harper, Civic Traits.,.,. Chap. II. 
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country, about haff of them in rural districts. A cell may 
propose exclusion of any non-party worker from the respec
tive institution, and this decision will be as a rule complied 
with. The strictest discipline and absolute obedience are 
required. Ejection !rom the party has very serious con
sequences. Communist members enjoy great political privi
leges, but even a Commissar is not allowed to receive a 
salary of more than 225 rubles a month (£23, or SuS). 
However, they get free of charge, or almost so, a room in a 
sanatorium, theatre tickets, the use of an automobile, etc. 
Some communists derive a substantial income from literary 
royalties-and they are rather high-but they are obliged 
to surrender 25% of this income to the party funds. 

The Third Communist International is only one of the 
institutions of the communist party, and naturally inter
connected with the Soviet Government. The severance of 
these ties is ideologically an impossibility and would be 
contrary to all the aspirations of the communist teaching. 
This would be just as ridiculous as to suppose that the 
Pope should abstain from spreading Catholic Faith in 
the universe. In the international aspirations of the 
communistic faith and agitation lies perhaps the most 
important difference between Communism and Fascism: 
both apply in their internal affairs rigid measures and ruth
less policy, but the international aims of the first and the 
national ideas of the second alone set them poles apart. . . . 

The natural resources of Russia are immense, but unfor
tunately Russia never knew how to use them properly. 
Russia is the largest agricultural country in the world, in 
spite of an unfavourable climate: 1 17'5% of the total 
world's area under wheat, 60% under rye, over 20% under 
barley and 20% under oats are in Russia. Timber resources 
are larger than in any country in the world. The forests 
of Russia cover a surface of over 900 million hectares, of 
which about 600 million are utilizable. The present output 
(about ISO million cubic metres in the State forests) is 
much below the actual possibilities, although in many dis-

• Cf. PoIetika in BmellU _ 1AHllJirls.lN/I, IX. 4, 1929. 
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tricts the forest fund has severely suffered from abnormal 
cutting. 

The mineral resourceS of Russia have never been calculated 
properly. The actual deposits are enormous. The known 
oil reserves are the richest on the globe and are supposed to 
contain about 3,000 million tons, or more than one-third of 
the world's resources; oil-fields have been discovered lately 
in the Ural region. The known utilizable coal reserves are 
calculated to contain 400,000 million metric tons, or 7% of 
the world's reserve; in this respect Russia's reserves are 
considerably below those of U.S.A.. Canada or China. 
and less happily distributed over .the country. European 
Russia is rather poor in this respect, CQlltaining only about 
70,000 million tons, almost exclusively in the Donetz region, 
whereas the famous Kusnetzki region in-Siberia alone 
contains about 250,000 million tons. 

On the other side the hydraulic reserves are calculated at 
65 million h.p., or about 20% of the world's reserve, and 
equal to the U.S.A., but they are concentrated mostly in 
remote regions. Extremely abundant and more happily 
distributed over the country are the reserves of peat (some 
170,000 million tons calculated in 7,000 calories' fuel). 
Russia possesses large deposits of iron in favourable con
ditions (for instance, the deposits of some 200 million tons 
of good quality at a depth of 700 feet in Krivoi Rog in the 
Ukraine and of some 30-40 million tons at a much greater 
depth near Kursk). Russia has rich deposits of manganese 
ore, potassium, platinum, gold, silver, copper, mercury, salt. 
asbestos, potassium salts, mica, etc. 

Still, the fuel problem may offer some difficulties in the 
more or less distant future. This Was markedly the case 
during the Great War, when vast areas of forest were abnor
mally cut in the central parts of Russia. The fuel problem 
has been thoroughly studied since, and the Soviet Govern
ment has actually undertaken important measures in this 
respect, especially in the utilization of peat. Unfortunately. 
impulsive sentiments rather than economic investigation 
induced some-of the communist leaders (Lenin and Krysha
novsky) to insist on vast investments in electri1ication. 
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Only the future will show if this was not a serious waste of 
national resources 'at this stage of economic development of 
a country with very poor accumulation of capital. 

The most unfortunate feature of the pre..war social con
ditions of Russia was the unequal division of landed pro
perty. Unrest and peasant uprisings were of common occur
rence during over a century of the Tsarist regime, but they 
were always ruthlessly subdued with armed force. In 1905 
,hundreds of the mansions of the nobles were burnt by 
peasants. 

In 1905, in fifty' provinces of European Russia, out of 
the 395 million dessiatines (I dessiatine is about 2·7 acres), 
154 million dessiatines were owned by the State, the Church 
and public institutions; 139 million dessiatines were owned 
by peasant communities (consisting of 121 million peasant 
farms) and 102 million dessiatines by private owners. 
(Eliminating the three Northern provinces, where huge State 
domains were located, out of the 276 million dessiatines, 
46 million dessiatines belonged to the State, the Church 
and public institutions, 131 rnil1ion to the peasant com
munities and 99 million to private persons). Out of the 
241 million dessiatines of peasant communities' lands and 
lands in ~private ownership (139 + 102 respectively), 53 
million dessiatines were owned by noblemen, 163 rnil1ion 
dessiatines by the peasant class (124 rnil1ion by peasant 
communities, 15 million by Cosac peasant communities, 13 
rnil1ion by peasants in private ownership, II million by 
peasant co-operatives), 17 million by merchants and public 
companies, and the rest (8 million dessiatines) by other 
classes (clergy, foreigners, lower class of urban population, 
etc.). In many districts the area of land owned by peasant 
communities was on the average very smaIl: 4·9 dessia
tines for each family in Poltava province,' 5°5 dessiatines in 
Kiev province, 6°3 dessiatines in Tula province, 7°0 dessia
tines in Orlov, Kursk and Tambov provinces, etc. Such 
smaIl areas were not as a rule sufficient, under the existing 
methods of cultivation, for families of 6-1 persolJS, as they 
used to be, and the peasants were compelled to hire, at a 
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comparatively high price, land from the neighbouring noble
men. This usually provoked dissensions between the parties. 

The Duma, the first Russian parliament, proposed par" 
tition of the vast domains of the nobility, with compensation 
of the owners, for distribution among peasants, but in vain; 
the Tsarist Government dissolved the democratic parliament 
-and altered the election law. In order to obviate the 
agrarian trouble, the laws of Ig06 and IgIO were passed by 
which it was intended to create a large class of small peasant 
proprietors. 

The Gove1'1l1l\ent began to seI1 its domains to the peasantry 
and aided the purchase of lands from the nobles. The 
peasants were allowed to demand allocation of allotments 
out of the community fund as their private property, and 
the Government greatly encouraged this movement by the 
law of June 14, IgIO. 

In a few years millions of peasants became small private 
landowners, receiving their iillotments out of the community 
fund. On the eve of the Great War about 3 million peasant 
families were granted allotments in private ownership, 
involving about 26 million dessiatines of land. 

Nevertheless, the economic position of the peasantry was 
unsatisfactory. Under the existing methods of cultivation 
great masses of them.lived in constant distress. Insufficient 
produce (the per capita value of agricultural production of 
the rural population in Russia was only about £6 a year, in 
comparison with £40 in U.S.A.), poor implements and hardly 
any fertilizers, high taxation, heavy payments for land 
received at the time of emancipation or bought on mortgage, 
drunkenness, periodical poor crops and famines feI1 to their 
lot. It has been calculated that OQ. the average the peasantry 
was underfed, and the cereal consumption was on the average 
below normal. The peasant was forced to seI1 his grain 
although he had insufficient produce for his own consump
tion, or else he could neither buy manufactured goods nor 
pay the taxes. Considering the figures one wonders how 
the peasants lived under constant under-feeding. But good 
harvests in some parts of the country enabled collection of 
considerable .. surpluses" in the open market at a time 
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when in other parts a bad harvest kept the peasantry in a 
state of semi-starvation. 

The whole organization of Russian economics artificially 
stimulated agricultural export. On the eve of the Great 
War, out of the total export of [150,000,000, about 
[102,000,000 represented export of agricultural products. 
Russia had a heavy foreign indebtedness, and " the transfer 
problem" necessitated artificial export. The big Russian 
State debt to foreigners was insufficiently backed by normal 
assets, only partly so by railroads, and high taxation, mostly 
indirect, aggravated the situation. 

No doubt great improvements in the economic position of 
Russia were achieved after 1:906. The State and the local 
government undertook important measures for the improve
ment of agriculture. Over 50 million rubles were spent 
yearly for the spreading of agricultural education and 
amelioration; important credit f!lcilities were given and a 
net of grain elevators erected. Still the land problem 
remained acute enough. In the years 1912 and 1913 the 
harvest was much above the average, and a good harvest 
in pre-war Russia meant great. improvement in general 
prosperity. 

Industrially pre-war Russia was very poorly developed. 
After 1:906, however, a great change began, and a consider
able influx of foreign capital altered the situation. Before 
the twentieth century the instability of the currency was a 
great obstacle to the influx of foreign capital. By means 
of skilful financial reforms Count Witte stabilized the ruble 
at the end of the nineteenth century, although it necessitated 
great sacrifices. The new gold ruble was perfectly stable, 
and exchange into gold coin was not suspended even during 
the Russo-Japanese War of 1904-5. 

According to a valuable investigation by Mr. 01, the total 
amount of foreign capital in the Russian Empire amounted 
in 1897 (the year of currency reform) to 442,000,000 
rubles; in Igoo to gIl,OOO,ooo (French 226,000,000, British 
1:37,000,000, German ZIg,ooo,ooo, Belgian 2g6,000,000); in 
1903 to 1,007,000,000; in 1906 to 1:,088,000,000; in 191:4 
to 2,125,000,000, and in 1:915 to 2,206,000,000 (French 
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688,000,000; British 535,000,000; German 436,000,000; 
Belgian 318,000,000 and American II4,ooo,ooo: lJiz. the 
Singer Sewing Machine Co. with 50 m.r. and the Harvester 
Co. with 60 m.r.). The chief influx was in 1910-14, and. 
foreigners invested preferably in the miping, oil and metal
lurgical industries. Russian capital was mostly invested in 
the textile and food-stuffs production. 

Still, Tsarist Russia on the eve of the Great War was 
industrially a rather poorly developed country. The whole 
capital invested in all industrial public companies (corpora
tions) amounted in 1913 to only 3,200 million rubles 
(£330,000,000, or $1,650,000,000), and the dividend paid to 
the shareholders was only about 210 million rubles, or some
what more than two shillings per head of the population. 
This represented the bulk of Russian large-scale industry; 
it should be borne in mind because the Bolshevist national
i2ation of all this industry involved, in fact, a comparatiVely 
modest amount of capital (as a matter of compariSon, in 
England, or on a territory some hundred times smaller than 
Russia, a capital of about £700,000,000 is invested in 
municipal undertakings alone). 

Nevertheless, there was a remarkable development on the 
eve of the Great War. In 1913, 343 new purely Russian 
industrial public companies (corporations) were founded with 
a capital of 501 million rubles, and 29 foreign companies· 
(corporations) with a total capital of 44 million rubles. 

The output of coal increased rapidly: in 1900, 16,442,000 
tons; in 1909, 26,065,000 tons, and in 1913, 36,295,000 tons. 
This was insufficient, and 7,672~000 tons were imported from 
abroad (in 1913 a special law was passed liberating coal for 
certain purposes from customs duty in order to obviate the 
great deficit in the supply of coal on the home market). 
There was a considerable increase of consumption of naphtha • 
oil (1908-09, 3,492,000; 19II-I2, 4,508,000, and I9I2-I3, 
4.049,000 tons). and a rise in price. A considerable increase 
of production of pig iron (1903, 2,462,000; 19IO, 3,04I,ooo, 
and I9I3, 4,623,000 tons) was not sufficient to cover the 
demand of the home market, and the Government permitted 
import of foreign pig iron in 19II-13 free of duty. The pro-

c 
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dtiction of iron and steel increased considerably (1909. 
3.131.000. and 1913. 4.917.000 tons); the production of 
copper doubled in five years. 

The total length of railway line on January I. 1914. was 
6].960 kilometres. of which 47.602 kilometres were State 
railways; in the last ten years before the Great War the 
length of railway line increased by 17%. 

The average total of foreign trade across the European 
frontier may be stated as follows. in, million rubles : 

EJtport. Import. Balance. 
Total 

turnover. 

1899-1903 159 566 192 1,325 
1904-1908 981 645 336 1,626 
1909-19 13 . 1,423 1:,004 419 2.421 
1909-19 13 1 . 1,501 1,140 361 2,641 

J All frontiers. 

Towards the end of this period there was a considerable 
increase in the import of raw materials and semi-manufac
tured goods-an indication of the industrialization of the 
country. It has been calculated that in 1895-1910 the 
value of agricultural produce increased from 4.000 million 
rubles to 9.500 million rubles and the production of manu
factured goods from 2.800 million rubles to 4.900 million 
rubles. but since 1910 the manufactured produce increased 
very rapidly. 

During the Great War Russia experienced two chief 
economic difficulties. transportation and fuel problems. The 
railway net of Russia was buiItchiefly for encouraging 
export and partIy for strategic purposes. The mobilization 
of enormous numbers of soldiers necessitated a considerable 
increase of transportation of goods and it practically meant 
a sudden twofold increase of goods' supply. A peasant in 
a village consumed his produce at home. but the same 
peasant as soldier necessitated long-distance transport of 
food-stuffs and of other goods. by rail. 

Especially difficult was transportation of fuel and food
stuffs from the abundant South to the industrial North. 
Even before the war there was an insufficient supply of fuel 
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and as we have seen considerable quantities of coal were im
ported from abroad. One of the most important industrial 
districts. namely. the Petrograd region and the Baltic pro
vinces. were always supplied with English coal. Simul
taneous increase of transportation of fuel and food-stuffs 
to these remote and industrially and politically important 
regions presented, the greatest difficulties. Large cutting of 
forests supplied the country with additional quantities of 
fuel. but there were serious difficulties in the transportation 
of these enormous quantities of wood from the forests. 
Horse traction necessitated additional supplies of oats. and 
rail-transportation of wood fuel necessitated four times the 
number of carloads required for the transportation of cod. 
Further. the system of mobilization was unsatisfactory. and 
very often the highly skilled workmen in vital industries 
were sent to the front if they happened to come within 
the younger age limit. ; 

But the most important and peculiar featureS of the 
situation were the difficulties of supplying the metropolis 
and the insufficient supply of food-stuffs and fuel in the 
Petrograd district. Even in France at this time. under
supply for the population and the consequent increase in 
prices threatened disturbances. 

On the whole. the economic situation of the country was 
more or less satisfactory during the first three years of the 
Great War. In forty-six provinces of European Russia 1 

the area of tilled land and the quantity of collected grain 
did not diminish substantially. and. considering the fall in 
eXports. Russia had a great surplus of cereals in the country. 
especially if one takes into consideration the fact that the 
year 1913 was a record year surpassing all former averages. 

The rise in the prices of cereals stimulated peasants' pro
duction. and in spite of the fact that all adult males were 
under arms. the remaining women. youths and old men 
increased their efforts. The peasants' tillage of 1916 shows 
an increase of 18% over that of 1913. The big landowners. 
on the contrary. diminished their tillage because of insuffi
cient supply of labour and Government requisitions. How-

l Practically aU European Russia except parts occupied by the enemy. 



20 The Economic Policy of Soviet Russia 

ever, in Russia, where there was a surplus of cereals the 
Government had some difficulties in collecting the grain. 
The chief reason for this was that the Government was 
checking prices artificially and requisitioned grain of the 
big landowners in a haphazard way; tM results of this 
interference were 'pitiable. • . 

• • , ... 
PRODUCTION OF RYE AND WHEAT iN RUSSIA 

IN .1913-1917 

Wio ... Rye. Sommer Rye. W'mtcl' Wllcat. _Wheat. . 
... -. ....... ... -.~ 000 - ... -. _000 ....... ..... poods. ..... ....... ...... 

EvrofJum 
RtlSsta : 

1913 22,003 1,210,7 194 9.3 3.888 278•8 15.742 838.9 
1914 21,164 1,061.5 '9' 7.6 4.173 228,2 15.675 553.S 
1915 21,984 1,351,1 203 9.4 4.2 44 322,3 14.837 650 ,1 
1916 19.124 1,110,1 278 10,1 4.697 319.0 11,645 30 4.5 
1911 . 19.732 878.7 .215 S.9 4.878 310.9 11,333 333.1 

All Russi. 
(incl. eleven 
Asiatic 
provmcesr: 

1913 22,803 1,243.2 744 3' .3 3.906 348•0 20,531 1.037.6 
1917 20,393 915.0 676 31.9 4.882 311,0 16.867 642.9 

On the contrary, with regard to the supply of wood fuel 
the Government avoided fixed prices and compulsory requisi
tions: the supply of wood fuel surpassed all expectations 
and the prices of wood fuel were astonishingly low. Large 
stocks of such fuel fell into the hands of the Bolshevist 
Government. 

Interruptions in the supply of bread were in some indus
trial towns largely due to the inefficient policy of the 
Government, and Petrograd felt the ill effects of this more 
than any other city in Russia. 

In other respects Russian economics suffered compara
tively little, and the following statistics may be of interest 
in this connection. In forty-seven provinces the number 
of horses was (in millions): in 1913, 20·9; 1916, 23.0; 
horned cattle: in 191J, 30·3; 1916, 37·5; sheep and goats: 
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in 1913, 35'0; 1916, 61'5; hogs: in I913, 10'3; I9I6, I6·3. 
The production of cotton was (in million poods): in I9I3, 
I4,351:; 1:914, 1:7,298; 1:915, 1:9,886; 1916, 1:6,1:86; 1:91:7, 
8,635. The production of flax in twenty-six chief provinces 
(in million poods): in 1:91:3, 36,096; 1:91:4, 26,201:; 1:915. 
22.580; 1:91:6. 23.597; 1:91:7, 21:,810 (but the export sharply 
diminished). Production of coal in Donetz region (million 
poods): in I91:3. 1:,544; 1:91:4. I,684; I91:5. 1:.627; 1:91:6. 
1:.744. and in the first half of 1:917. 834. Production of 
naphtha oil (in million poods): in 1:91:3. 542; I91:4. 543; 
1:915.562; 1:916.594; 1:91:7.501:. and the transportation of 
oil from Baku was much above the average. Production 
of pig iron (in million poods): in I91:3. 1:61:; 1:91:4. 1:66; 
I915, 1:73; I91:6. 1:73. Production of sugar (in million 
poods): in 1914, 93; 1:91:5, 101; 1916, 108; first ten 
months 1:91:7. 77. There was a mass creation of new indus
trial enterprises and large issues of new stock of public 
companies (corporations). . 

The quantity of goods transported by rail on State rail
ways in European Russia (in billion poods) was: in 1:913. 
1:0·8; 191:4. 8'9; 1:915. 8'4; 1:91:6, 9'7, and on ·private rail
ways: 4'2; 4'0; 2'3; 2·8 respectively; the Asiatic lines 
naturally increased their haulage very substantially. The 
transportation of some commodities may also be of interest 
(in million poods): flour in I913, 296. and in 1:91:6. 324; 
grain in 1:91:3. 844. and in 1:91:6 only 41:3 (but this is mainly 
due to the general decrease of exports). 

The state of public finance was satisfactory 1 in spite of 
the fact that at the beginning of the war prohibition was 
proclaimed, which abolished the most important source of 
State revenue, viz. the proceeds of the sale of vodka. 

The Russian Minister of Finance. Mr. Bark, has been 
vigorously criticized for this measure at an ill-chosen moment. 
However, it was as bold as it was useful under the circum
stances. Even the first year's budget was balanced remark
ably well (see Michelson and others, op. cit .• p. U9). in spite 

1 See the new publication: Michelson,' Count Kokovzov, A~l and 
Bernatzky: R ...... " PvlJIi< Pi"..... ."ring '110 W., (Ecoll. and Soc:. 
Hiatory of the World Waz 5eri0l). 1~28. 
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of the falling off of revenue from the spirits monopoly and 
customs duties. The budgets of I9I5 and I9I6. including 
all war expenditure. resulted in a deficit of only 382 and 
320 million rubles respectively. 

The total war expenditure up to Ist ~anuary. I9I7. 
amounted to 25.047 million rubles. By means of loans 
I6.321 million rubles were raised (7.76I million consolidated 
domestic loans; 2.726 million Treasury bills. and 5.835 
million rubles foreign loans). The amount of currency notes 
had risen from I.633 millions on the eve of the War to 
9.097 millions on the Ist January. I9I7. The actual interest 
paid on the Tsarist loans was 5'3I8% for the first two 

-loans. and 5'789% for the last loans. which compares quite 
favourably with France. where 'the first 5% loan was issued 
at 5'73%. 

Financial conditions were therefore satisfactory. and large 
borrowing abroad greatly alleviated the financial strain 
during this period. Taxation might have been increased in 
a more drastic manner and even made "merciless." as 
indeed was advocated by Count Kokovtzev. former Minister 
of Finance. However. there existed some political diffi
culties in further increasing taxation. and in general the 
financial, situation at this time did not inspire any great 
fear. 

The issue of paper money affected prices till the year 
I9I7 much less than it might have done. because the popula
tion. and especiall}l" the peasantry. began hoarding notes. 
At the same time prices differed greatly in different localities. 
simply because of the difficulties of railway transport. Cash 
deposits in the savings banks increased from I.595 million 
rubles on January I. 19I3. to 3.890 million rubles on 
January I. I9I7. and deposits in securities from 3I8 to 
I.336 million rubles. Peasants' deposits increased very sub
stantially. The deposits in the State Bank increased from 
238 million rubles On July I; I9I4. to I.795 million rubles 
on January I. I917. and the deposits in private banks 
from3.591 to 7.566 million rubles. 

At any rate it is impossible to attribute the sudden 
collapse of Tsarism to any difficulties of an economic char-
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acter. No doubt Petrograd, the chief political centre, was 
hit through the difficulties of railway transport more than 
any other city, and this affected the spirit of the industrial 
masses. Besides, railway transport suffered terribly as the 
result of an extremely cold winter at the beginning of J:9J:7. 

Great importance in this collapse was attached by " public 
opinion," and especially by foreigners, to the person~ con
duct of the Tsar and his family, and the Tsarina and 
Rasputin were considered to be chiefiy responsible for what 
subsequently happened. 

No doubt the attention of the upper classes was much 
more directed to the affairs of the Emperor's Court and to 
the haphazard bureaucratic nominations (the so-called minis
terial .. Cheharda," or" Leapfrog ") than to the real menace, 
namely, the weakening spirit of the Army. Successive 
military mishaps demoraIized the Army. And, as always 
in the history of Russia, military misfortunes proved to be 
disastrous for the autocratic ruler. The loss of the Crimean 
Waiinduced Nicholas I to commit suicide. The unfortunate 
Japanese War evoked revolution, which was suppressed only 
with the greatest difficulty, and constitutional reforms had 
to be initiated. The war mishaps of J:9x6 proved to be 
fatal to the Tsarist regime. 

The Army masses could not understand the iUms of the 
war and its political or national issues. The great political 
issue which inspired Russian Tsarism for over a century, 
namely, the capture of the Dardanelles and Constantinople, 
could not be understood by the masses. Russia was pre
vented from achieving this iUm after her victory over the 
Tur,ks by the Berlin Congress of J:878. As a matter of fact, 
the possession of the Dardanelles would have made Russia 
in military respects the most powerful nation of Europe, 
because in such a case she could leave unprotected a front 
line of over one thousand miles in length on the Black Sea, 
and direct all her human mass on the Western Front. . . • 

Such considerations could, however, never inspire the 
Russian peasant who constituted the mass of the Russian 
Army, and, moreover, the peacefully-minded average Rus
sian never felt any dislike for the German nation. At the 
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same time, the Russian soldier underwent the most frightful 
sufferings and privations in the poorly-made trenches, often 
being left during three terribly cold Russian winters without 
sufficient supplies of munitions and even of food-stuffs. . . . 
The Russian Army suffered on account of ifoi abnormal size, 
and the sending home of considerable contingents might 
indeed have strengthened its military resistance. It is said 
that the Allied military experts were simply horrified at the 
idea of diminishing the numerical strength of the Russian 
Army, and no one dared to suggest such a possibility .... 

The prestige of Tsarism was shaken, and indeed it had no 
deep roots in public sentiment. 

Some patriotic and enIightened intellectuaIs connected 
with the Duma and the leading liberal parties thought that 
they were able to save the situation. They held that the 
oppressive measures ·of the Tsarist regime and the lack of 
social reforms were responsible for its downfall. They 
therefore began by proclaiming democratic reforms. Free
dom in a country of political slaves was proclaimed at a 
tUne when every belligerent nation was ruthlessly abolishing 
all guarantees of a Habeas Corpus Act and would have 
mercilessly suppressed all insubordination. 

The confusion of minds cannot be better illustrated than 
by the famous declaration of the Provisional Government 
of March 1:6, 1:91:7 : 

.. (,) An immediate general amnesty for all political and religious 
offences. including tenorist acts. military revolts and agrarian crimes. 

.. (2) Freedom of speech. of the Press, of association and labour 
organization., and the freedom. to strike. with an extension of these liberties 
to officials and troops in so far as military and ~cal conditions permit. 

.. (3) The abolition of aU social. religious and national restrictiODS . 

.. (4) Immediate ~reparations for the summoning of a Constituent 
Assembly. which. WIth uDivt!lll3l suffrage as a basis, shall establish the 
Government regime and the constitution of the cotmtl'f. . 

.. (s) The substitution for the police of a national militia, with elective 
heads and subject to the self·govemment bodies . 

.. (6) Communal elections to be c:amed out 011. the basis of nDivt!lll3l 
suffrage • 

.. (7) Tho troops that have taken part in the revolutionary movement 
shall not be disanned. but they are not to leave ~ (II) . 

.. (8) While aevore military discipline must be mamtained 011. _"" 
service, aU restrictions upon soldiers in the enjoyment of social rights 
granted to other citUens are to be abolished . 

.. The Provisional Government adds that it has no inteutiou of taking 
advantage of the existence of war conditions to delay the realization of 
the above-mentioned measures 01 reform." 
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The situation became impossible. and the War Minister 
Guchkov and the Foreign Minister Milyukov resigned on 
May 13. 1917. The Government had not even time to 
devote any attention to economic and financial problems. 
The financial position became especially acute. but those 
responsible tried to elaborate .. democratic" financial 
measures and hoped to increase revenue and to improve the 
situation by procla.iming State monopolies on sugar. grain. 
tea. coffee. matches. cheap tobacco. etc. In the meantime· 
currency depreciated by leaps and bounds. and a correspond
ing increase in the existing excise duties might have had 
some practical effect. 

Paper money issue remainec;l the only possible expedient .. 
lnstead of the 1.633 million rubles of notes in circulation at 
the beginning of the war there were 9.097 million on January 
I, 1917. 9.950 million on March I. 1917 (the time of the fall 
of the Tsarist regime). and 18.917 on October 23. 1917 (last 
return of the State Bank on.the eve of the Bolshevist revolu
tion). The Provisional Government during eight months 
of its existence issued more paper notes than had the Imperial 
Government during more than thirty months from the out
break of -the war. But now inflation had a much more 
disastrous effect. because the population began to distrust 
hoarding. and many invested their savings in foreign cur
rencies or succeeded in sending them abroad. It was a 
great marvel that the .. Liberty Loan .. of the Provisional 
Government issued on March 27, 1917, was more or less 
successful; it was backed by many liberal-minded rich 
circles and also by the intelligentsia. 
Th~ gold fund, which at the beginning of the war was 

1,631 million rubles (£172 million), had diminished to 1,475 
million rubles by January 1917 (mostly because of the 
cession of a part of the Russian gold reserve to. the Bank 
of England), and to 1,295 million rubles on the eve of the 
Bolshevist revolution. By this time (October 1917) the 
pre-war debt amounted to about 8,600 million rubles 
(£905,000,000), of which about a half was due to foreigners, 
viz. 3,000 million rubles to France, 200 millions to England, 
soo millions to Germany and 430 millions to Holland. 
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Foreign loans for war purposes !IJllounted to 8,070,000,000 
rubles (£850,000,000). 

The attempt of the Provisional Government and of its 
head, Mr. Kerensky, to carry on war ~ainst Germany 
failed, and the Army refused to attack. In Petrograd the 
Government was under constant menace froni the garrison 
which helped its accession to power and from the dis
satisfied labour masses. The ·Government tried to convince 
them by peaceful measures. On the other hand, the head
quarters of the Army and the 5tafi in genera! were against 
all these concessions. In a country like Russia, where for 
centinies all governmental power had been concentrated 
and the vast peasantry were perfectly indifferent to- all 
political problems of the Central Government, everything 
depended on the attitude of Petrograd and perhaps of 
Moscow. 

50 it happened. The Bolshevisf coup d';tat was achieved 
ip Petrograd by means of the mutinous garrison. The 
slogan for "peace with no annexations or indemnities " 
proved to be very popular among the dissatisfied masses. 
In Moscow the ga!Iant resistance of a sma!! detachment of 
" loyal troops," mostly cadets of the military school, was 
broken very soon, and on the 25th of October by the old 
calendar (7th November by the new one), I9I7, Russia 
became Bolshevist. The ".people" did not show much 
interest in the change of Government which had taken place. 

Lenin and his friends were hardly prepared for the great 
task of ruling Russia, and no doubt they did not expect 
that power greater than that of an autocratic Tsar could so 
soon and so easily fa!! into their hands. They were successful 
with their Slogan of "peace with no annexations or in
demnities," and they knew too weII that the whole peasantry 
would bless them if they would proclaim annexation of the 
lands of the nobles for the benefit of the peasants. Indeed, 
nothing dearer and more feasible existed in the eyes and 
imagination of the Russian peasantry. The peasants' sym
pathies had to be bought,' or at least it was necessary to 
secure their non-intervention! 
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Thus it was natural that on November 8 the Bolshevist 

Government issued their land decree, in which they pro
claimed the division of the landed property of non-peasant 
classes. As might be expected, the effect was tremendous; 
millions of peasant soldiers at the front and peasants living 
in the cities, men and women, fled home" to divide land." 
. . . Everybody feared to be too late for the op
portunity, and many perished in the tumultuous flight to 
villages. 

On November II appellred a decree satisfying the labourer: 
an eight-hour day was proclaimed. A" declaration of the 
rights of the peoples of Russia" on November 22 was a 
natural expression of a revolution. 

Something more feasible for the idea of Socialism had to 
be done, and the Bolshevist Government proclaimed on 
November 29 a "Worker's Control of Industry." Still, 
nobody knew what was to be done after this, and on 
December I, the Supreme Council of National Economy 
was instituted to solve economic problems. 

It was a very widely accepted principle that in modem 
capitalistic society everything depends on the power of 
financial capital or of the banks. Naturally, by the decree 
of December 27 nationalization of the banks was ordered. 1 

By the same decree, and by that of January 21, 1918, all 
former State loans were declared to be null and void." 

It was only with the decree of January 3, 1918, that the 
Bolshevist Government conceived the necessity of main
taining their power by instituting the first revolutionary 
tribunal. The decree of February 3 ordered organization 
of the Red Army, and Trotzky should be credited with the 
creation .of this powerful weapon. No doubt the war stores 
left by the former Army were iriunense, but the skilful 
political organization of the Red Army, with its system of 
political agitators and leaders and its ruthless. methods, was 
his special achievement. 

I The total balance sheet prepared by Soviet banking experts shows 
that J2,669 million rubles of bank assets were confiscated. by this decree . 

• The financial policy of the Soviet Government till 1921 was described 
in a special pamphlet (in English and German) 'prepared for the Third 
International by the Commissariat of Finance in June 1921. 
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On February 26 the American Embassy left Petrograd; 
nevertheless, President Wilson's congratulatory telegram of 
March nconvinced the Bolshevist leaders that foreign 
nations acknowledged them. . . . 

On March 6-8, 1918, the .. VII Congress" of the Bol
shevist party proclaimed a new name for themselves; hence
forth they were to be called the .. Communist party," and 
the name" Bolshevik" acquired in the mouthS of non-party 
people even a contemptuous significance. . . . Noblesse 
oblige and the" Communist" party began to put Socialism 
and Communism into practice. 

In April 1918 a special .. Council of Bank Experts" was 
instituted, to elaborate a project for financing State industry 
and trade, for the nationalization of all industry, and for 
making trade a State monopoly. On April 2 all kinds of 
insurance were subjected to Government control, and on 
April 12 all Co-operatives and th~ numerous stores were 
made part of the Government trade apparatus .. A decree 
of April 22 declared all foreign trade nationalized. On 
May I abolition of the right of inheritance was proclaimed. 
After the establishment of a State grain monopoly, State 
monopolies of tobacco, rubber, tea, coffee, textiles, petrol
eum, nails, agricultural implements, sugar, cotton and hides 
followed. At last· appeared the famous decree of June 30, 
1918, on the nationalization of all large-scale industry and 
commerce. 

It was contended that the Government would not have 
issued this far-reaching decree at this stage, had there been 
no ulterior motive, such as the fear that Germany might 
insist upon the restitution of the factories still belonging to 
her nationals. But, as a matter of fact, this measure con
stituted one of the central parts of the entire programme of 
nationalization and it was anticipated by all who knew 
anything about the intentions of the party. Like the land 
decree, which was replaced by one of a purely socialistic 
character on .. nationalization of land," the decree relating 
to workers' control was replaced by one proclaiming 
.. nationalization of industry." The Statute of July 2S 
regulating the Government statistics attached first-rate 
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. importance to statistics as a method of socialistic 
regulation. 

At the end of 1918 the attention of the Soviet Government 
was chiefly directed to the war against the White Armies. 
A state of war was officially proclaimed on September z, 
and the Red Terror began its terrible reign on September 10, 

, 1918. By the decree of October 3 the Red Army was to 
be increased to three million soldiers, and a few weeks later 
the .. Council of Labour and Defence" was instituted, in 
which Trotzky played the leading rOle. . 

However, the adoption of socialism. went on. On Novem
ber 2, 1918, compulsory membership of Co-operatives was 
ordered and everybody had to receive his ration at the 
respective co-operative store. In December 1918 a Code of 
Labour was issued. Labour was declared to be a public 
duty; it was proclaimed that in the new State the workman 
had a right to get his .. labour ration" and not .. wages," 
which were an attribute of the capitalistic regime. .. Equal 
remuneration for all workmen," this was the slogan, and 
there was to be no difference in the remuneration for skilled 
and for unskilled labour. 

In order to root out all well-to-do peasantry, who were 
considered as natural enemies of a socialist regime, it was 
ordered by the decree of June II, 1918, that there should 
be organized in all villages .. committees of poor peasants" 
to expropriate the rich peasants: two years later hardly 
any peasant holding of more than 24 acres was left" unexpro
priated " in the regions under Soviet rule. . . . 

These socialistic measures produced a collapse of the 
whole' economic life of the country of the Soviets. The 
town population starved. Some people begged the Govern
ment to permit private trade in food-stuffs as a means of 
preventing starvation, but in vain. Lenin himself declared 
in an article in the official Isvestiya of February 15, 1919, 
that private trade in food-stuffs was impossible, because it ' 
would restore the rule of the capitalists .... 

Naturally, underfed workmen could not work efficiently, 
but with the abolition of differentiation in the remuneration 
of ski1Ied and unskilled workers all skilled labour broke 
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down. 1 In I919 the Government mobilized millions of 
workmen and subjected them to military rule. They were 
mobilized for the transport of wood fuel, and in order to 
increase their zeal they were paid in salt, which could not 
be otherwise obtained. • 

It has often been contended that the system of "War 
Communism" (as it was later called) was. a cruel necessity 
because of the war and the blockade. . This excuse is a 
much later invention, of the time when the Russian socialistic 
experiment had failed. As a matter of fact, the foregoing 
enumeration of the Government measures shows that they 
represented a systematic application of socialist ideas in 
practice. It would have been, for instance, much more 
natural and. expedient simply to have removed restrictions 
on private trade and to have allowed private initiative,2 

but the Government ridiculed any restoration of the 
" bourgeois order." 

At any rate, socialization went on unabated for a long 
time after the lifting of the blockade and the cessation of 
the external and civil wars, thereby increasing economic 
difficulties. 

The Allied Supreme Council decided to lift the blockade 
and to renew trade relations with Soviet Russia on January 
I6, I920, and a Soviet Russian Delegation of the " Centro
soyous" (Central Union of Co-operatives, i.e. the central 
board for distribution of conunodities, this being practically 
one of the Government institutions) visited England at this 
time. In Maya delegation of English trade unions visited 
Russia, and Comrade Krassin went to England. In July 
I920 the U.S.A. Government removed all restrictions in the 
way of trade with Russia. In August the war with Poland 

J, In 1919 the efficiency of labour was only 22% of the average pre· 
war efficiency. The total industrial FOducbon was as low as 18% of 
the pre-war production. Consequently the stocks of raw materials amassed 
before the Revolution were Dot yet exhausted in 1920. Cpo Kritmlan. 
G.,oiehoskiy Pwiod. pp. xS7 and ISS. . 

• As a matter of lact~ !»rivate initiative could have prevented dire 
starvation. For instance, m the supply of wood fuel the Government 
was able to procure through its own organization only 10% of the wood 
cut in the forests in a period of over two yean. At last, in January 
1919. the Government allowed the rest to be procured by the private 
initiative of consumers. and they managed to proeuxe nine times greater 

"quantities in six months. 
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came to an end, and the Russo-Polish Armistice was signed 
in October 1920. On November 9, I920, the last" White 
General," Wrangel, was defeated in the Crimea and prac
tically the civil war then came to an end. Bela Kuhn, the 
former Hungarian Communist Premier, began to order the 
wholesale execution in the Crimea of all anti-Bolshevists 
who were unable to liee or really believed in the sincerity 
of the Soviet posters proclaiming an amnesty. . . ~ 

Nevertheless, so-called "War Communism" continued 
unabated. A decree of October II, I920, abolished all 
payment for State services and for commodities supplied 
by the State and local institutions. By this measure the 
Government initiated the total abolition of all the remnants 
of the capitalistic" money circulation." Orders were given 
to invent new methods of registration of production in 
"units of labour." And, in fact, a special committee 
elaborated somewhat later such a unit called "tred" or 
" work-unit" (from the words "Trod" = work and 
" Edinitza" = unit), representing an average time of work. 
A decree of November 29, I920, proclaimed expropriation 
of all small-scale industry of artisans not yet nationalized 
definitely (the industrial census of I920 registered 37,000 
State enterprises with about 2,000,000 labourers; one
seventh of these enterprises had one labourer only). A 
decree of December I3, I920, abolished the financing of 
" Co-operatives" (distributive organs of the Government), 
and on February 4, I92I, the Council of ihe Commissars 
ordered that from June I, 1921, no further credits should 
be given to them: it meant that all distribution of com
modities should be done strictly according to the budget 
plans of the Government. A decree of February 22, 192!, 
organized the State Planning Committee, i.e. the highest 
government institution for all planning of national economy. 
The famous Electrification Plan, embodying bold ideas of a 
highly electrified socialist country, was solemnly promulgated 
by a decree of December 22, 1920. 

On January 3, 1921, appeared a <,!~cree ordering confisca
tion of all larger amounts of cash in private possession 
(there existed a former decree which prohibited the hoarding 
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of cash equal to more than twenty times the lowest monthly 
wage in the respective locality). This was a logical con
sequence of the abolition of money circulation. 

Here it may be mentioned, that a special congress of 
workers of the Commissariat of Finance hal! already passed 
in Maya resolution that in order to abolish money economy, 
all taxation should consist in requisition of produce in kind 
and in compulsory service for the needs of the State. On 
February 2, 19:i1X, in the official! nvestiya, the decision of the 
Government was promulgated by which a suspension of all 
kinds of taxation was proposed, and the Commissariat of 
finance ordered immediate repeal of all tax collections. As 
a matter of fact, money circulation was so thoroughly 
abolished and socialization so universal that in the State 
budget of 1920, amounting to 1,215,159,000,000 paper 
rubles, the yield from direct taxes was shown at the insigni
ficant figure of 20,000,000 paper -rubles and from indirect 
taxes at 356,000,000 paper rubles; or, in other words, the 
whole budget by 1920 registered simply entrance and dis
charge of commodities in money valuation, as practically 
no actual payments or receipts in cash existed. 

ThU$, at the end of February 19:iIX socialization was com
plete. No private trade or private industry was allowed. 
The peasants were compelled to surrender to the State all 
surplus of their production over the necessaty minimum for 
their own consumption, and armed detachments of State 
collectors requisitioned all surplus. The socialistic State 
would not allow any private exchange between the peasant 
producer and town consumer. "Bagmen" (viz. "boot
leggers " who carried food in bags) were declared to be the 
worst enemies of the nation, and it was ordered that their 
loads be confiscated; in case of resistance they were ordered 
to be shot on the spot without trial. Everywhere were 
armed pickets of these merciless confiscators. Nobody was 
allowed to travel by rail without a special permit from the 
authorities, but all travelling was naturally free of charge, 
as also in this socialistic period were all other services of the 
State; under the most fictitious pretexts people procured 
such permits and . . . smuggled food; oth.ers travelled 
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surreptitiously or climbed the buffers and roofs of the 
waggons. Thousands perished in these attempts, and all 
kinds of diseases were contracted in infected waggons, for 
ordinarily only goods waggons were employed, and people 
were transported like cattle. Innumerable gramophones, 
clocks, garments, gold and silver coins were brought by 
bagmen into the "khIebny" (rich in bread) villages for 
barter in exchange for food. 

The results of this first socialistic experiment were unbear
able sufferings for the population. Russia, the former 
granary of all Europe, became a country of starvation at a 
time when crops were good. Never before in modem times 
had the urban population starved in Russia. The inhabitants 
of the cities fled into villages for fear of a hungry death. 
Petrograd lost 62% and Moscow 49% of its former population. 

The Government and its spokesmen explained to the 
population that all these privations were a natural conse
quence of the " White Guard" assault, of the Allied inter
vention, and of the blockade. Contradiction or resistance 
was impossible, and the Red terrorists shot mercilessly all 
"opponents of the Soviet rule." . . . Nobody dared to 
criticize communistic order or the wisdom of its introduction 
in a purely agricultural country .... 

Suddenly, a complete reversal of economic policy was 
ordered. The New Economic Policy, the so-called NEP, 
was proclaimed. As a matter of fact, the NEP meant 
restoration of those old principles of bourgeois capitalist 
order which seemed to have been buried in the Union of 
Socialistic Soviet Republics for ever; In 1920 one would 
have been shot for uttering the opinion that private trade 
should be allowed; but in 1921 everybody confessed that 
private trade was the only solution. The law passed in 
June 1921 declared that every private trader who paid his 
licence duty was protected by the State in exercising his 
profession, and everybody was perfectly free to choose this 
-almost honourable-profession I 

The dates of these developments should be noted. At the 
end of February 1921 the last remnants of a bourgeois 

D 
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economic system were abolished and money and taxes were 
officially proclaimed to be superfluous. A few days later, 
on March 8-16, 19z1, the hastily summoned X Congress 
of the Communist party resolved to adopt a new economic 
policy I • 

What was the reason? The dangerous Army rebellion 
in Kronstadt, which broke out on March 2, 1921 I Even 
in the strictly supervised Army great dissatisfaction became 
manifest with the economic situation and with the oppression 
of the peasant and the endless requisitions. Bad crops for 
the first time threatened to imperil all this artificial com
munistic building. . . . 

However, the leaders of the party themselves could not 
make up their minds what measures should be adopted. 
They knew only that in the first instance something had to 
be done to appease the peasantry. Thus, a special decree 
was promulgated on March n, 19~1, by which the liabilities 
of the peasant in paying a tax in kind were strictly limited. 
Having discharged his tax liability, the peasant was free to 
dispose of the rest of his produce as he pleased. The 
dreaded food-pickets therefore were abolished. 

The next step was more complicated. The X Congress 
of the Communist party appointed a special financial com
mittee under the presidency of Comrade Preobrashensky, 
who had moved in the Congress the revision of the whole of 
the old economic policy. An official acknowledgment of the 
failure of Socialism was impossible, and for some time nobody 
knew what should be done next. The above-mentioned 
pamphlet on Public Finance prepared for the Third Inter
national at the beginning of June 19zI, wherein the chief 
article was written by Preobrashensky, only intimated in 
vague terms that .. the future direction of fiscal policy was 
not quite clear," and that some changes had to be intro
duced in connection with the measures proclaimed by the 
X Congress .. partly demobilizing some branches of national 
economy." 

. Comrade Preobrashensky advocated in his article an 
unlimited issue of paper money as a means of getting the 
necessary quantity of commodities from the peasantry. 
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Probably never before has there been a more impudent 
advocacy of government speculation in paper money, and 
so greatly fascinated was he by this idea that he earnestly 
recommended it in his article to future communists in foreign 
countries, and urged them never to hesitate in issuing paper 
money in order to extract as much as possible of real values 
out of the population for a Communist government. There 
might, however, be one difficulty, he said, namely, the 

. difficulty with the printing office. But" in order to diminish 
the inconvenience of so many noughts, thousands might be 
replaced with the letter T, millions with the letter M, and 
so on. Should mathematical signs become insufficient, new 
ones could be invented .. I 

This policy of issuing paper money was followed, and 
in eleven months of the year 1921 notes were printed to 
the amount of 17,404,000,000,000 rubles (in 1918 only 
36,000,000,000 rubles), or about 550 car-loads of paper 
notes had been distributed among the Treasury offices of 
the Government. Naturally a.ll the usual consequences of 
excessive paper currency were immediately felt. 

The Government was compelled to reorganize the whole 
system of public finance. The State budget was reformed 
on the usual principles of capitalistic countries; a 'radical 
system of numerous taxes and dues (including more than a 
dozen heavy excise duties,l was introduced; a.ll services 
of the State and local bodies were to be paid for; a new 
State bank for financing the State and private industry and 
trade was instituted; important measures for creating a 
stable currency were outlined and a special gold fund was 
amassed; exchanges were opened; insurance of State and 
private property from lire, etc. was introduced, and even 
private banking in the form of private mutual banks (a 

. popular form of bank in pre-war Russia) was a.llowed. All 
restrictions on the hoarding of cash were abolished on 
June 30, 1921. 

There is no need to describe a.ll these reforms.' -Practica.lly 
1 As a matter of fact an official publication of the Commissariat of 

Finance suggested the necessity of introducing excise duties on till manu
factured. commodities . 

• The monetary reform and all connected questions have been described 
in English by Profs. Yurovsky and Katzenelenbaum, who w .... largely 
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they meant restoration of " bourgeois .. economics. As soon 
as the important concession was made-viz. the right given 
to the peasant to sell his produce to whom he liked (as 
otherwise he had no inducement to increase production 
and the population could again be subject to the risk of 
starvation)-the right of private trade, private banking 
and private industry had to follow. 

Of course there was the important peculiarity that the 
Government possessed large indust,rial plants and shop 
premises, while private people had no capital whatever 
and no funds or savings in the private banks. A surprising 
difficulty arose, as to what prices should be charged for the 
commodities manufactured in the State factories. There
fore a special" Committee of Prices .. was appointed under 
the decree of August 5, I92I. 

This Committee resolved to charge somewhat lower prices 
for commodities supplied to the State enterprises and some
what higher for commodities supplied to the general public. 
As a rule, the cost of production should determine the price 
to be charged. For some goods pre-war prices and prices 
obtaining in foreign countries were taken into consideration. 
Here, a few examples of price-fixing might be given. The 
price of raw metals was fixed at 20,000 times pre-war price; 
of nails, etc. 70,000 times (it was contended that efficiency 
of labour was only 20% of the pre-war level and the labour 
bill greatly increased cost); of sewing machines, 20,000 

times (there -existed a large pre-war stock of them and no 
internal production), or IO,OOO,OOO rubles for each machine; 
a bottle of white wine, I5,000 rubles; claret, I8,000 rubles 
per bottle 1; window glass, ISO,OOO times (3,000,000 rubles 
per box), because cost of production was exorbitant and the 
demand enormous: peasants offered 60 poods (I ton) of 
grain for a single box, which before the war used to be sold 
for 20 rubles (£2 only). The price of salt was fixed at only 

responsible for these reforms. The fiscal policy of U.S.S.R. has been 
described by the present writer in German: DM SuwrsyslmJ Sofllj. 
Rvss'onds. 1926. and Di. FittMU- tHOd S_nfOSSWtlf II. U.S.S.R .• Jena. 
G. Fischer, 1928. 

1 Free oaie was again allowed on condition of payment of &II ""clse 
duty of 15,000 rubles per bottle. . 
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100,000 rubles a pood, because .. this would deprive the 
State salt monopoly of the odious character which it used 
to have, especially in France, where even so-called • salt 
rebellions' occurred." Of ordinary playing-cards the price 
was fixed at 150,000 rubles, as for a luxury article: .. a 
higher price would be dangerous, because it might stimulate 
smuggling." 

The work of the .. Committee of Prices" very soon became 
superfluous. With the depreciation of currency regulation 
became difficult. At last, about the end of 1921, the 
Government ordered that the price charged for commodities 
sold to State enterprises should be fixed at the cost of 
production, whereas for private consumers and in the open 
market prices might be freely increased. 

With the NEP all State factories were made autonomous 
and they had to follow ordinary .. commercial principles." 
In order to avoid competition between them they were 
united in special .. trusts" or combines of different branches 
of industry., As a matter of fact, these big trusts, embracing 
as a rule all factories of their trade in the Union or in an 
Allied Republic, became monopolistic enterprises. 

All these trusts received large credits from the State 
Bank. Later a special State Industrial Bank was formed 
for financing State industry with short- and long-term 
credit at a low rate of interest. Inflation was nevertheless 
freely used for this purpose. At the same time the trusts 
began hasty seIling (razbazarifianiye) of their stocks of 
goods. They tried largely to increase their funds by this 
means, but there was a great danger of depriving the open 
market of the so-called .. insufficient goods" (i.e. of which 
no sufficient stock existed), and naturally great speculation 
developed: goods passed from hand to hand, and not a 
few persons made considerable fortunes. On the other 
side, the State trusts often interpreted .. conducting on 
commercial principles" as a licence to extract as big a 
profit as possible. Being monopolistic and with all foreign 
competition eliminated by the State monopoly of foreign 
trade, they could always obtain exorbitant profits. Inter
vention on the part of the Government became necessary, 
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and prices were limited of almost all produce of the State 
Trusts, and especially of those commodities which are 
supplied to the railways and to other State enterprises. 
Naturally, great stresS was laid on decreasing production 
costs, and direct orders were constantly ~en to the Red 
directors of the various trusts to this end; all newspapers 
were full of admonitions to this effect; the Control Depart
ment devoted chief attention to the problem, and brutally 
ordered dismissal of all "superfluous" employees, etc. 
Special premiums were offered to effect a decrease in pro
duction cost, and contests for better achievements in this 
connection were organized between different factories. 

It is difficult to say, however, if all these efforts and 
admonitions were the right thing to do or how far they 
achieved their end. Admonitions to increase efficiency and 
to lower production cost sometimes resulted in an over
strain on the workmen, who loyally supported this move
ment. Considering the comparatively low wages in com
parison with those prevalent in capitalistic States and the 
low standard of living of an average .Soviet workman, one 
cannot help tbinking that nowadays the State Red adminis
tration exploits its labourers in a very drastic manner. . . . 

The development of private trade under the NEP sur
passed all expectation. All those who had seen the Russian 
cities in :I920 and who came back in the beginning of :I922 
were simply amazed at the changes. There was an abund
ance of food in the cities in spite of bad crops, and life had 
begun to take on a pre-war aspect; thousands of people 
had returned to city life, and a great shortage of housing 
accommodation was felt. 

In :I925-6 private trade held 43.8% of the whole retail 
trade of the country, viz. 5,:IS5 million rubles out of the 
total turnover of U,78:I million rubles; in wholesale trade 
private traders held only 7':I% of the whole turnover. In 
the second half of the year :I92S-6 there were 643,603 trade 
enterprises, of which 537,936 (83.6%) belonged to private 
persons, 71,464 (II':I%) to Co-operatives (= State retail 
shops), and 34,203 (5'3%) to the State; but as a rule these 
private shops were of the smallest type: u4,32I I-c1ass, 
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vir. one-man shops; 255,369 II-cIass, vir. small open shops; 
145,522 III-class, vir. shops with not more than four sellers; 
22,724 IV-VI-class, viz. shops with more than four sellers 
and engaging in wholesale trade. The greater number of 
private shops were trading in food-stuffs, refreshments and 
tobacco, with next in order of importance textiles and boots. 

This rapid development of private trade began to annoy 
the Governnient, and crushing taxation, especially for the 
larger enterprises, and other measures against private 
capital (see below), were introduced. The result was a sharp 
fall in the number of such private enterprises which could 
survive. In 1927-8, out of 630,234 trade enterprises only 
467,364 were private, of which 85,204 closed before April 1:, 

1928. In 1927-8 the turnover of private retail trade was 
only 3,090 million rubles (23'4%) out of the total of 13,zu 
million rubles. In wholesale trade the turnover of private 
trade was only 310 million rubles, or I'3% of the total. In 
I928-g a further decrease of private trade followed. Of 
course, this is due to the deliberate intention of the Govern
ment, and is the more significant as no legal restrictions on 
private trade have been introduced since the promulgation 
of the NEP. . 

Private industry has never attained any important 
dimensions. Artisans employing no labourers, or with not 
more than three labourers, find themselves in a much more 
favourable position -relative to taxation, and their total 
production now plays a not unimportant role in the general 
production of the country. Great efforts are made to 
organize the Kustars (peasant artisans), and out of about 
4,000,000 Kustars, 16% are united"in producers' co-opera
tives; these co-operating Kustars produced goods to the 
value of 9Il million rubles in 1927-8. 

The Government in its decision of May 21, 1928, deplores 
the fact that the co-operation of the Kustars has not been 
more widespread, and that private capital plays so important 
a role in this connection. Therefore orders are given to 
redouble efforts for co-operation. To achieve this end, only 
co-operating Kustars are allowed as a rule to get the necessary 
materials from the State factories (metals, yarn, hides, etc.). 
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On the other hand, the co-operating Kusta,s, especially 
those enjoying privileges, have to surrender all their produce 
to State organizations, thus avoiding the private middleman. 

Big private industry did not develop. In 1925-6 only 
5,684 private factories with more than six"labourers each 
existed. This was due to the uncertainty of the law, 
excessive taxation, difficulties in procuring raw materials, 
high rents, lack of bank credit and perhaps ohiefiy because 
of the insecurity experienced by the owner in cases of 
litigation with his labourers. 

State and co-operative enterprises enjoy great privileges 
in matters of taxation. It has been calculated that for 
the year 1925-6 these privileges cost the Inland Revenue 
about 373 million rubles, in comparison with the rates 
charged to private enterprises: it is now substantially more. 
The turnover tax alone is much higher for private traders 
than for State co-operative enterprises, and thus their cost 
of production is artificially increased. They naturally 
charge higher prices, and yet in many cases are able to 
compete with Government and co-operative shops, the 
reason being that the number of attendants in State and 
co-operative shops is insufficient. This is done to lower 
cost, but the public is compelled to waste much time by 
shopping in the cheaper, yet less efficient, official shops. 

A further great blow to private trade and industry was 
dealt by some Government orders hampering the work of 
private banks. Private mutual banks were prohibited 
from paying more than 12% a year for deposits (in some 
cases 15-18%); and this in a country where private loans 
upOn sufficient security pay as a rule 24-36% a year. On 
July I, 1927, there were 289 private mutual banks with a 
total capital of 14 million rubles, and their balance sheet 
amounted to 60 million rubles; Lately the number of private 
~utual banks has begun to decrease sharply. Before the 
war there existed in Russia 776 private mutual banks with a 
total capital of about 100 million rubles, and their balance 
sheet amounted to 899 million rubles. 

Thus steadily, without officially proclaiming suspension 
of the NEP, the Government kills private trade, private 
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industry, private banking and every form of private initiative 
by excessive taxation, high rents, multifarious restrictions, 
numerous evictions and direct persecutions. For in!;tance, 
children of a private trader are not allowed to enter a 
university, etc. A private trader is practically outlawed, 
but he and usually his children are unable to change their 
occupation because no trade union will accept them as 
members, and there is no job for any but members of a 
trade union. Many of them tried to speculate in foreign 
currencies (this is the only kind of trade forbidden officiaIly: 
there is always a' demand for foreign notes as a means of 
saving in stable currency), or to bribe State organizations 
for the purpose of securing goods from the State factories, 
or to take part in smuggling. Thousands have been exiled 
for such acts and have lost all their property, and many have 
been shot by the political police (GPU) without trial.' . . . 

The great success of private trade at the beginning of 
the NEP induced the Government and Communist party to 
keep close watch on the development of private capital. 
Special investigations have been made to ascertain the 
capital of the .. class enemy of the proletariat," and in· 
numerable measures invented to keep him down. However, 
the .. enemy" does not die, and some of the more successful 
have boldly invested their savings in Government bonds 
yielding more than 12% and liberated from all kinds of 
taxes, or in the State Savings banks, which pay 8% on the 
deposits free from all taxation, including even the inheritance 
tax. 

The latest and sufficiently trustworthy calculation of the 
incomes of the .. capitalist class" in Soviet Russia for 
1926-7 reveals that .. sma1l semi-capitalistic proprietors," 
artisans, hiring labourers, etc. had a total income of 1,035 
million rubles, or 427 rubles (£45) for each member of their 
families a year (about 2S. 6d. or 60 cents a day), and the 
.. bourgeoisie" (this is the very term used in the official 
table) a total income of 366 million rubles, or 1,290 rubles 

I At one of the latest trials of this kind a certain Berta Ashman was 
sentenced to six years' imprisonment for transmitting drafts through the 
Latvian Legation where she was employed, and Kleiner and Taiz to capital 
punishment (September 18, 19'9). 
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(£135 or $661), for each member of their family (about 
75. 64. or $1·80 a day). Of this " bourgeois class," " small 
capitalists" enjoy a total income of 148 million rubles, or 
959 rubles per head, and .. middle and big capitalists" 
(there are about 30,000 representatives of this cIass in 
Soviet Russia) enjoy a total income of zI8 million rubles, or 
z,o80 rubles ([ZIO or $1,066) per head a year. 

It should be noted that these figures represent incomes 
before the payment of taxes of all kinds. These are rather 
heavy, and on the average the "small semi~pitalistic 
proprietors" pay 9Z roubles per head, or ZI'5% of their 
average per ClJpita income; the" small capitaIists.. zI8 
rubles per head, or z6'4%, and the " middle and big capital
ists" pay 660 rubles per head, or 31'7% of their average 
income. Thus, if we deduct the taxes, not very much is 
left for a Soviet Russian .. capitalist... • . • It is interesting 
to note that the .. small semi~pitalistic proprietors .. paid 
to the Government in the same year in taxes of all kinds 
zzz million rubles, or 8% of the total taxation of the country, 
the .. small capitalists" 39 million rubles (including zo 
million rubles in income tax), or 1'4% of the total, and the 
30,000 .. middle and big capitalists" 6g million rubles 
fmcluding So million rubles in income tax), or z·S% of the 
total. As a matter of comparison it is interesting to note 
that .a State industrial and trade enterprises rmcluding 4lJ 
State trusts, syndicates, etc.) paid in the same year in income 
tax into the State Treaswy and local budgets only 94 
million rubles ! 

Out of the total of 2,759 million rubles of direct and indirect 
taxes, I,uS million robles were paid by the agricultnral 
population and 1,531 million robles by the non-agricultnral 
population; namely, S24 million robles by the labour class, 
366 million robles by employees. no million robles by other 
proletarians (servants, etc.), 176 million robles by artisans, 
KasIDs and liberal professions, zzz million rubles by .. small 
semi-capitalistic: proprietors," I08 million robles by the 
.. bourgeoisie." zs million rubles by other non-agricuItnral 
da sse s 'I1le agricultural population pay on the average 
(pel-head) IO'8g rubles, 01' C)'6% of their income per head. and 
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. the non-agricultural population 43'3z rubles, Orl:3'7% of their 
income; labourers, 45'3:1: rubles, or :1:3·8% of their income; 

.. other employees, 43'76 rubles, or II·Z%. On the average, 
,the agricultural population has a yearly income of U3 

rubles (£:l:Z, or $58) per head, and the non-agricultural 3:1:5 
. rubles (£33, or $:1:60) per head; labourers, 3z8 rubles, and 
other employees 390 rubles. 



CHAPTER II 

PRESENT SITUATION IN SOVIET RUSSIA 

FOREIGNERS very seldom understand what is really going 
on in the vast country of the Soviets. The average traveller 
ha,rdly ever knows the language. Usually those who arrive 
prejudiced against the Soviet Government return with the 
same sentiments, and those sympathizing with the .. bold 
experiment" return enthusiastic. A few weeks, even days, 
of stay in some Russian towns with round trips in the hands 
of specially trained guides who are responsible to the political 
police are considered to be sufficient experience to guarantee 
the expression of the right opinion on everything in Russia I 
.. Scientific" delegations go round and are duped: the lack 
of knowledge of the language prevents any study of official 
publications and the daily Press, and, moreover, the strictest 
censorship makes the disclosure of unfavourable . facts 
extremely difficult. Interviews with leading communists 
(for, indeed, any foreigner of standing, or rich business man, 
or correspondent of an influential newspaper, can easily 
get an interview with the first statesman of the country) and 
.. candid " talks with non-party officials result in the same 
optimism. Foreigners forget that all such .. non-party " 
officials are strictly supervised and fear lest the foreigner 
may later publish an unfavourable opinion I Travellers 
would do better not to bother these unfortunate people 
called Soviet .. spetzi" (spetz = specialist), but rather 
give their time to the study of statistics and the Press. 
The best way would be perhaps to read (or to have translated) 
the official Soviet Russian newspapers just for a fortnight, 
and one would get sufficient aversion for the horrible tyranny 
of the Soviet regime. 

To study the economic and politica1life of another country, 
44 
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special work in a library is essential. There is a beautiful 
and almost unique economic library in the Commissariat of,. 
Finance in Moscow, with about 200,000 volumes, and with 
all the new publications and economic periodicals of Soviet 
Russia and of foreign countries. For years I never saw a 
foreigner studying there. Foreigners very seldom take 
the trouble to ascertain if such a thing or such an institution 
which they admire now existed before. They are naturally 
amazed at the wonderful museums, the rich collections and 
the stately buildings. They find the railways cheap and 
comfortable and the hotels in Moscow and Leningrad quite 
good. However, they hardly ever know that these excellent 
railway cars are former" wagons-lits de la Compagnie Inter
nationale,' now unfortunately not used by the average Rus
sian (at least not by those who pay from their own pockets), 
because he cannot afford the price, low though it may seem 
to a foreigner. And a hotel? How many Russians would 
be in bliss were they allowed to occupy a room in a hotel at 
their pleasure! Only a special permit of the authorities 
would prevent their eviction after a somewhat protracted 
stay, and such permission is very difficult to get. 

In ordinary life we understand things only by comparison, 
and comparisons are impossible for such tourists. A 
foreigner knows what a Goveriunent is: he looks at a. 
Soviet Directory and finds the names of all the members of 
the Government, except those who actually govern Soviet 
Russia, IIU. Comrade Stalin and the Politbureau. Even 
Soviet" spetzi .. cannot understand at funes why such and 
such an order is given by the Commissar or other functionary 
with whom the day before he might have discussed the 
question to quite a difierent purpose. There is surely an 
order of the .. non-governing party authority" behind it all. 
In every department and institution there is a strongly 
supervised .. secret office" where all secret materials are 
collected, and through which all secret orders and corre
spondence pass. No paper with the inscription .. secret .. 
may be shown to any official not specially authorized for 
this purpose with the consent of the political police. On a 
certain day, usually Wednesday night, all communists of a 
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department, office, institution or factory have their meeting 
where current questions are discussed and orders given. 

A foreigner is told about elections and the democratic 
organization of all civic institutions in the Soviet Union; 
even the exact number of delegates in varidbs civic institu
tions, viz. :1:,539,458 local, town, republican and federal 
delegates in I927. A foreigner is amazed at this display 
of democracy. But all elections-if in any civilized country 
such procedure might be called election-are mass meetings 
where all candidates are elected by show of hands, and 
candidates are proposed by the communist" cell." Nobody 
dares to oppose, and such opposition would be quite useless. 
All elections which do not satisfy the party leader or the 
authorities may be, and in fact are, cancelled. All the 
.. non-working" population, viz. traders, ministers, etc., 
are deprived of the right to vote, as are all .. kulaks " 
(kulak means literally a .. fist," and every well-to-do peasant 
may be denunciated' as a kuJak and deprived of the right to 
attend an election meeting or to vote in any public institu
tion). Any member of the community, may be deprived 
of the right to vote by the election committee. For instance, 
a few years ago, when elections to the important house 
committees (" cells" administering affairs of a house, viz. 
distribution of available housing space, of food cards, etc., 
registration, and so on) took place, thousands of fully 
qualified voters were struck from the register at the order 
of special party emissaries. The remaining minorities 
elected members designated by the respective communist 
.. cells," and later no new elections were allowed. All those 
who were thus deprived of their right to vote have been 
" reinstated .. after having filed a complaint affixing a stamp 
duty of two rubles! but the .. election" has not been 
cancelled, and communist .. majorities" rule as before. 
Besides, election to the higher grade Soviets (councils) is 
done by grades, !Jiz. indirectly, and by this means the 
astonishing result is achieved that the ruJing Soviets have 
always an overwhe1ming majority of communists. 

With great pride a communist tells the foreigner that the 
nation takes great interest in political life, and that there 
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are 350,000 villag!l correspondents in all parts of the Union 
sending information as to the needs of the people. This 
number is not exaggerated, but as to the character of their 
work, we may guess from the information which from time to 
time appears in the newspapers. These correspondents are 
shot or stabbed in a most mysterious way I Just to take one 
report of this kind which was published in the official Press 
in April 1929 (in one week several such cases were reported) : 
.. Village correspondent so and so has been killed by a shot 
through the window. The local priest and kulaks have 
been' arrested." 

A foreigner is told about the fine organi2ation of all 
workers in .. trade unions": 10,381,400 members were 
registered on January I, 1928, in comparison with 693,000 
in the first half of 1917 (before the communist revolution). 
But hardly ever does a foreigner realize that a trade union 
in Soviet Russia is an institution protecting in the first 
instance the interests of the State and the State employer 
and depending, as does everything in Russia, on the com
munist party. The enormous number of .. trade unionists .. 
is quite natural, because otherwise one would experience 
the greatest difficulty in having one's children admitted to 
a primary school or to a hospital. Only the production of a 
trade union card with all fees duly paid (2% of the salary or 
wages) will give admittance to, or enjoyment of, social 
privileges of a worker, even in the distribution of tickets to 
theatres or bread cards, etc. Naturally, every professor in a 
university wants to be a member of a trade union, viI. of 
the trade union of .. workers of education." It is a great 
calamity if one has not been admitted to a trade llJ!i.on or is 
expelled from it. A strict scrutiny exists in order not to 
admit former traders, capitalists, ministers, officers of the 
Tsarist Ministry of the Interior, etc.; for such may starve I 
. • • Out of the 10,381,400 members, 2,649,800 are salaried 
employees of educational and medical institutions and State 
departments, and 3,618.500 labourers and employees of 
industrial undertakings (State and private). 

The trade unions in Soviet Russia are a useful institution 
in so far as they reduce the number of dissensions between 
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the state employer and labourers: they usually persuade, 
more or less successfully, their fellow-workers to reduce 
demands in .the matter of wages, etc. Many times strikes 
have been avoided by their intervention. They stimulate 
efficiency and discipline among workmen. 1 Still, they 
exercise a severe' pressure on labour, and dismissals are 
effected with their co-operation. 

In this respect they care very little for officials and better
salaried employees, who are dismissed in numbers or their 
salaries reduced. The trade' unions order subscription to 

, State loans as soon as they are issued, and this is a heavy 
burden for members. Besides, all members are invited to 
pay membership fees for the Aviakhim (Society for con
struction of military aeroplanes and for chemical war), for 
Mezhrabpom (international help for revolutionaries abroad .), 
and Avtodor (automobiles and roads construction). The 
budget of the trade unions is very large, and they spend 

'huge sums on labour welfare, entertainments, agitation, etc. 
The personnel of the trade unions is extremely large and 
forms part of many State institutions. 

With regard to the so-called "co-operatives," the foreigner 
is amazed at the enormous figures: some 136,100 such 
societies were registered in 1927; the number of members 
is rather contradictory. viz. between 23 and 35 millions (many 
belong to different co-operatives)'! In 1927, 15,687,351 
members were registered in consumers' co-operatives, 677,686 
in producers' co-operatives, 9,887,534 members in agricultural 
co-operatives, 8,308,149 members of co-operatives supplying 
agricultural implements and selling agricultural produce. 
etc.. etc. But here again it should be noted that Soviet 
co-operation is very different from what is known under this 
name in Western Europe. Practically the whole State 

1 III aD appeal of tho Directorate of the Central UniOIl of Trade Unions 
issued. in September J929. great blame is attached. to .. common. narrow
guild, trade Dnionist, small bourgeois moods amollg the memben. and 
even their leaders, instead of the fundamental aim of the pJOIetaria.t. 
namely. the rise of the socialistic industry. . . ." 

• Revolutionaries who suffered for the communist cause abroad (for 
instance, in street fightsl or their families get help from Russia out of 
this fund. Besid~ special more 01' less compulsory collections are made 
from time to tim.; for iIIslaDal, for tho GeDeraI Strike in England. These 
contrihutinns were deducted hom all wages and oaIaries, 
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retail trade is entrusted to these organs calkd " co-opera
tives." It was mentioned above that at the very beginning 
the Bolshevist Government simply transformed the former 
co-operative shops into State shops. 

Soviet Russian co-operation is a means of centralizing 
the whole distribution of cOI!1modities and of uniting· the 

. small producers in a big centralized apparatus of the State . 

. The distribution of commodities among the population is 
done through these" consumers' co-operatives," Practically 
all capital necessary for their functions is provided by the 
State or is derived from net profits. Almost the whole 
retail trade of the State is done. through this organization 
(cf. Chap. VI) .. They enjoy important tax and other 
privileges (low rentals, etc.) in comparison with private 
enterprises; small co-operatives (shops) of workmen attached 
to factories are even free from all taxation. There is 
naturally some kind of autonomous administration, but all 
co-operatives are subject to their respective "centres," 
which are parts of the State organization and, of course, 
directed by the cOIlllIlunist party. The consumers' co
operatives absorb about 60% of the whole retail turnover 
of the country. It is intended, by greatly increasing the 
whole distribution work, to monopolize all supply of com
modities through this organization. The prices of com
modities in the co-operatives are regulated and limited by 
respective State organs. The co-operatives are under 
constant supervision of the Control Department and of the 
" light cavalry" (the incidental party inspectors). Reduc
tion of cost is ordered incessantly. 

It is impossible to get a correct opinion on the economic 
side of this retail trade apparatus of the Soviet State. An 
important item of cost of production, viz. the rentals paid 
for the premises occupied by the co-operative shops, are 
artificially low because they get premises at a greatly reduced 
rent. Very often indeed premises occupied by a private 
trader are compulsorily taken over by a co-operative at a 
reduced rent as soon as the private shop begins to flourish. 
Nobody knows exactly how much they profit from the 
" diflerential rent." The co-operatives enjoy extensive credit 

B 
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at a low and practically .. charitable" interest. At any 
rate, members' fees did not play any substantial role in the 
financing of co-operatives, although members' booklets 
(= members' fees) are eagerly subscribed for, because 
usually the most important COmmodities are sold only to a 
bearer of a co-operative booklet. Often the use of the 
booklets has been abused and from time to time people 
fraudulently producing other people's booklets have been 
arrested. Others procure booklets in several co-operatives 
to get the necessary commodities from several places. For 
instance, cloth is never to be had in sufficient quantities, 
and people buy a booklet for the sole purpose of obtaining 
the necessary cloth in the co-operative shop where it happens 
to be available. Now the membership fee has not ~nly been 
increased, but a sliding scale is in force which varies according 
to the earnings of the subscriber_ Being in many respects 
monopolistic organizations, the consumers' co-operatives 
can artificially increase their profits. 

As far as other kinds of co-operatives are concerned, great 
efforts are made to centra1ize their activity and to submit 
them to Government regulation. Special attention is paid 
to the policy of increasing the role of the poor elements in 
co-operation, and great fear is expressed in the latest official 
reports that too large a proportion of the well-to-do peasants 
take part in the co-operatives and infiuence unfavourably 
their activity. Special revision of co-operatives is con
stantly going on, and .. false" co-operatives are closed or 
deprived of the usual privileges. Peasants especially were 
found to have created irregular or "wild" co-operatives, 
and in I928, in one region alone, 17% of the co-operatives 
were found to be irregular, in that they were employing 
private capital, and closed. 

The efficiency of the work done by the consumers' co
operatives depends naturally on the sufficiency of the supply 
from the State factories and the food administration. In 
this latter respect all the difficulties connected with the 
procuring of grain and other agricultural produce from the 
peasants by the Government agencies react unfavourably 
on the work of the co-operatives. Periodically there is an 
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insufficiency of supply, and large queues form up before 
the co-operative shops, because people fear to be left without 
food. 

Now consumers' food cards are again introduced in the 
cities. By this means workmen's families are not only 
guaranteed larger shares, but peasants who used to buy 
bread in the towns for cattle-breeding-which was rather 
prolitable-cannot continue to do so. Still, this system of 
food distribution in the former .. Granary of Europe" is a 
shocking sight, and for a housewife of an ordinary State 
official these food worries are most unpleasant. For days 
and sometimes for weeks you get no butter, :flour, or cloth, 
and the usual rations are insu:flicient. The closing of 
thousands of private shops increased the inconveniencies for 
an ordinary citizen, because new co-operative shops were 
opened in insufficient numbers. The insistent order to 
reduce cost of management results in a reduction in the· 
number of shop attendants. Consequently, customers are 
attended to in a less satisfactory manner and queues become 
a daily occurrence.' This stupid habit of forming queues is 
so strong that even outside toy-shops such have been formed, 
as was pointed out lately in the Moscow Press. Individual 
requirements are catered for in a poor and inadequate 
manner, and people" take what is to be had." ..• 

A foreigner is told about the .. great importance" in 
Soviet Russian economic life of .. goods exchanges." It 
reminds a .. capitalistic-thinking" foreigner of some very 
capitalistic institutions of the same name. In fact, these 
are simply branch offices of the Commissariat of Trade, 
where all contracts concluded between State and co-operative 
organizations, and with private firms, if any, undergo com
pulsory registration for better supervising by the Com
missariat, especially with reference to maximum prices. 
These" exchanges .. numbered 85 in. 1927, but were reduced 
to 15 next year because of their super:fluity, and registration 
is done in localities where no exchanges exist by the ordinary 
offices of the Commissariat. 

The manual worker is always privileged in comparison 
with all other classes. Civil and criminal law are more 
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favourable to him than to others, and class justice, i.c. 
deliberate preference, is a direct prescription of the law. 
It is hardly of any use for a non-labourer, and especially for 
a trader, to go to law with a labourer, as the latter is certain 
to win. Therefore arrogance on the part ~f the labourers 
towards other classes is a matter of common occurrence. 
It is particularly unpleasant for those who happen to have 
in their fiat or house an arrogant communist labourer as a 
compulsory lodger. There have been cases of suicide among 
intellectuals who simply could not stand such constant 
arrogance and humiliation. . . . 

Of course, arrogance is not directly inculcated by com
munist teaching, but the constant flattery extended to the 
ordinary workman and the important positions held by many 
" responsible communist workers .. who by l:hance have risen 
from the bottom make them unusually arrogant to all but 
communist or other "proletarian.." people. Often doctors . 
have been insulted and struck by workmen when they 
refused to issue a certificate of alleged bad health. 

A foreigner is amazed again at the mass-demonstrations by 
the people. No doubt these demonstrations in large cities, 
especially in Moscow on the 1st of Mayor on the 7th of 
November (= 25th October old style), are genuine and true 
expressions of the sentiments of the masses. No Govern
ment in the world could achieve such a marvel of sending 
hundreds of thousands of people twice a year against their 
will for pure demonstration. There is no compulsion to 
take' part in these demonstrations, although a good many 
non-party officials and workmen join the columns of demon
strators simply because they fear to disclose their antipathy 
to the communist regime. But even without such bowing 
to the inevitable, there are enough communists, communist 
youths and communist "pioneers .. (children) who can 
'gather a formidable crowd of many hundreds of thousands, 
and why should an ordinary workman and his family fIOl 
demonstrate in favour of a Government which gives them all 
privileges and shows incessant flattery towards them? 
Flattery spoils even kings, and the Russian workman is 
taught daily that he is the only creator of all wealth, and 
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everything should be done in his favour only. The poo, 
peasant is officially adulated also. but only as a supposed 
confederate in the fight against the property-loving. well-to
do peasant. 

The office workers and the intellectuals are simply a 
quantite negligeable. This is perhaps the most unfortunate 
class in Soviet Russia. They lead a most precarious exist
ence and are paid very badly. In order to diminish expendi
ture on administration. ruthless orders have been given by 
the Government to reduce the number of office workers by 
from liIO to 50%. and so on. Special committees constantly 
revise lists of officials and dismiss those whom they consider 
of less importance or less useful. and there is no end of such 
wholesale dismissals (chistka = .. comb-out "). It is im
possible to describe how humiliating such procedure is. 
People are thrown out in masses and are left destitute. 
Communist party workers are usually not affected-they 
are simply transferred to other institutions where there is 
an insufficient number of communist officia1s-but the rest 
are treated in a most humiIiating manner. The fear of 
starvation has induced some of these unfortunate people to 
try to save their position by calumniating their fellow
workers •... 

Another form of humiIiation is the oral examinations in 
.. political ABC." AIl non-party officials are admonished 
that on a certain date an examination of this kind will be 
held. They begin to study feverishly the usual text-books 
on .. political ABC" (outlines in communist teachings on 
public law. economics. ethics and history). and on Lenin and 
Marx. Hard oral examination coinbined with a special 
scrutiny on the class origin. education and preparedness of 
the examinee decides his fate. I have by an unlucky chance 
seen a most humiIiating sight when a well-known scholar. 
an old man over sixty-my former professor in the University 
whose lectures I attended some thirty years ago-was being 
examined in political ABC for at least half an hour by three 
uneducated young communists. . . . I heard one of the 
questions put to him. namely ... What is now the most 
important aim of the Soviet Government?" The poor 
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old man was puzzled and hesitated. "Oh, comrade," said 
the examiner, "why, don't you know it? Smytchka 
(union) between town and land " (a common slogan at tl!is 
time). . 

One might ask, How is it possible to introauce humiliation 
of this kind? but such things are ordered by people who 
themselves have not the slightest culture. . . • Therefore 
it i~ possible in the country of the Soviets to order public 
trial of all professors by their students. In 1929 professors 
had to report to their classes what they had done for the 
benefit of the Soviet regime, and if their report was unsatis
factory they were dismissed! One old surgeon (obstetrician) 
was found" unsatisfactory" because he was " old-regimist " 
and frequently used the inadmissible word" God." .•• 

It has actually happened that a group of communist 
pioneer pupils (aged eleven to thirteen years) in a Moscow 
grammar school demanded the dismissal of an old experienced. 
teacher for aIleged " old-regimeness," and their demand was 
complied with in spite of protests by the majority of parents, 
including myself . 
. There are about 2,300,000 State officials, office workers 

and salaried intellectuals (teachers, doctors, etc.). At the 
end of 1928 the average monthly salary of a State official 
in Government departments in the principal towns was 
II9 rubles (£13); in Moscow alone, 144 rubles (£15); of an 
official (including judges) in law courts, 88 rubles (£9); in 
scientific institutions and universities, 98 rubles; in ordinary 
schools, 70 rubles; in theatres, 103 rubles; in medical 
institutions, 61 rubles; postal service, 81 rubles; banking, 
109 rubles; customs, 99 rubles. On the average, in all 
Government service, 91 rubles a month at the end of 1928, 
82 rubles in 1927, and 75 rubles in 1925~. In smaller 
provincial towns the salaries are much lower. State officials 
in administration departments, 76 rubles; in medical 
institutions, 46 rubles; in schools, 54 rubles; in law courts, 
56 rubles a month, etc. (1927-8). I quote the latest rates, 
which represent a substantial increase of Z<l-25% in com
parison with 19z5~. . 

In ruraI districts the salaries are even much lower, and a 
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rural mayor (president of the local Soviet), an important 
official in local administration, gets only 24 rubles (£2 lOS., or 
$12) a month; a village teacher about 44 rubles. University 
full-time professors in Moscow get 140 rubles a month, but 
many get even less than that. My salary as a University 
professor was 47 rubles (£5)" a month. As a rule, professors 
occupy several positions at one time, and some of them 
manage to amass 600--700 rubles (£70) a month. Before 
the war a University professor was paid about 400-500 gold 
rubles a month; in some faculties Moscow professors, like 
myself, received in wages and fees 1,000 gold rubles and 
more a month. 

Only few" spetzi .. are paid as high as 500 rubles a month. 
It should be noted that the cost of living in Russian towns is 
very high, and in Moscow or Leningrad higher than in any 
other European cities. Usually a pension is given at old 
age or disablement. For scholars and those who have 
rendered distinguished service, the pension is sometimes 
as high as 200 rubles (£21) a month. In case of unemploy
ment a dole is not always given to State officials, or, if 
granted, is usually very small. All salaried·· people are 
insured against sickness and disablement by their institution. 
In the Army, salaries are very low too: a platoon commander 
gets 100 rubles a month, a company commander 123 rubles, 
and a regiment commander 130 rubles, and in addition 
a certain quantity of goods in kind (cloth and food). The 
average salary of a teacher now is about 75% of the wages 
of an industrial workman; in five years' time it is proposed 
to raise teachers' salaries to 98% of workmen's wages.> 
The average salary of a doctor will rise from 123 rubles 
(£13) in 1927-8 to 190 rubles (£21) a month in 1933-4.-

According to a special investigation which concerned 
3,288 families of State officials in October 1927, the average 
food consumption of an adult person contained 3,246 
calories a day, mit. II4'Z grams of albumen, 73'0 grams of 
fats, SII'9 grams of carbohydrates. In a. year the con
sumption of an adult person contained 163 kilos of bread-

1 Pylllilmfi)' Pia, VQl. II, Pt. 2, 2nd ed., 19~9, p. 187. 
• ibN .• p. 241. 
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stuffs, 63':2 kilos of meat, :2'4 kilos of fats, 1·8 kilos of vegetable 
oil, and 17'0 kilos of sugar. Their food contained on the 
average less calories than the food of workmen's families, 
where the average was 3,448 calories a month (see below, 
Chap. V). The quantity of calories in peasants' food con
sumption is also higher (see below, Chap. III). 

The position of the "spetzi" is especially difficult. 
Very often they hold responsible posts but without actual 
authority. 111ey are always strictly supervised by some 
communist, and in case of a failure they are made responsible 
and sometimes accused of counter-revolutionary action, for 
which the death penalty may be inflicted. The Shachty 
Trial, where many highly qualified engineers were sentenced 
to death or to many years in jail for alleged "deliberate 
sabotage," is one of the many examples. They were accused 
of wilful under-production of coal in State mines. 

The " spetzi " have to invent very often such devices as 
are utterly incomprehensible to a normal thinking man, 
simply because these poorly educated Red directors want 
something quite extraordinary. The number of hours of 
work is not limited for a spetz, and he may be summoned at 
any time because he is paid " above the ordinary rate." He 
has to take part in endless meetings and discussions. 

The greater part of the "spetzi" and ordinary officials 
work quite conscientiously. Many consider that they are 
helping to restore their own country and must do it from a 
purely patriotic point of view. And this in spite of the fact 
that they are constantly humiliated, and that their children 
might at any time be refused admittance to the university 
because of class discrimination, or that they may be dismissed 
at any moment without reasons being given.. . • 

And, above all, the pernicious role of the GPU-the 
political police-must be mentioned. It is omnipotent. 
It has the right to condemn to death without trial whomso
ever it considers guilty of "counter-revolutionary acts"; 
speculation in foreign currencies may be considered one of 
such crimes. Everywhere GPU has its spies. All members 
of the communist party are loyally devoted to this institution 
of wholesale murder and oppression. The jail of the GPU 
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is one of the most dreaded for its refined torture. The 
officers of GPU are strongly guarded and a terrorist act 
against them means death to many innocent people of the 
old regime who are held as hostages. Recently a whole 
group of members of the old Russian aristocracy were shot 
by the GPU as a revenge for the murder of a chief of GPU, 
who was killed while in pursuit of white terrorists on the 
Polish frontier; It should be noted that the membeIS of 
the Government, and especially their headquarters in the 
Kremlin (the Moscow Tower), are strongly guarded by special 
troops. Any terrorist act against them would be revenged 
on innocent hostages of old regime people. The strictest 
secrecy prevails about all activity of the GPU. 

The State expenditure on the GPU is enormous. Accord
ing to the budget of 1928-9, the administrative department 
of the GPU is allowed 50,413,000 rubles, its special military 
corps 55,380,000 rubles, and the Bodyguard of the Govern
ment 9,100,000 rubl~ total of II4,893,000 rubies 
(£12,100,000) a year. 

In spite of all privations Russian scholars manage to do 
some marvellous work. The devotedness of. a Russian 
scholar to scientific investigation and his self-denial have 
always been very characteristic. Lately, when at an 
official meeting of professors, one Russian professor blamed 
the low salaries and intimated that no teaching should be 
done unless some improvement were introduced, nobody 
supported him, and an old professor retorted that never had 
a Russian scholar cared merely for money .... For this 
reason the greatest museum collections have been preserved 
by these self-denying people. 

A foreigner is shown in Russia many beautiful scientific 
institutions. Many of them existed before the Red revolu
tion or are scientific departments of the State industry. 
Some institutions administered by scholars of world-wide 
renown are endowed rather liberally, and quite naturally 
the Soviet Government is proud of them. Still, everything 
that may glorify socialism and Marxian doctrine gets the 
lion's share and is supported liberally. A philologist, if 
he bases his teaching on materiillism, is exalted, 
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Communists and non-communists have nothing in common, 
and a communist as a rule will not visit the home of a non
communist or have anything to do with him, unless it be a 
matter of business. A pioneer communist child will not 
play with a child of non-party parents. 1!:verything con
nected with religion is scoffed at and persecuted. People 
may go to church, for religious rites are not prohibited to 
non-party people, but sermons alluding to politics will not 
be allowed to go unpunjshed. Clergymen are constantly 
exposed to derision or humiliation, and many of them prefer 
not to wear their robes in public. A communist will be 
expelled from the party if he should go through a religious 
marriage or allow his child to be baptized. 



CHAPTER III 

AGRICULTURE IN SOVIET RUSSIA AND THE ECONOMIC 
POSITION OF TIlE PEASANTRY 

OUT of the total land area of the Soviet Union of 
2,:I82;:I32,ooo hectares, :I75,:I02,ooo hectares are arable 
land, 36,072,000 hectares meadows, 63,930,000 pastUre, 
595,8«,000 hectares forests and bush-land; 9,:I07,OOO 
hectares are occupied by farm-houses with adjoining orchards, 
etc.; 40,:I3I,ooO hectares are land suitable for agriculture; 
I20,I05,oOO hectares land unsuitable for agriculture; 
279,050,000 hectares are unexplored-land and 862,79I,OOO 
hectares are uninhabited. 

In I927, out of the total rural population of 25,037,000 
peasant farms with a total population of I23,54I,oOO persons, 
there were engaged in agriculture 22,984,000 farms with a 
population of II4,893,000 persons. Collectivist and'State 
farms embrace 690,000 peasant households with a total 
population of 2,300,000 persons. Individualistic peasantry 
consisted of 22,294,000 peasant farms with a total popula
tion of IU,593,oOO persons; of whom, according to 
official terIninology, "purely proletarian" were I,84I,ooo ' 
peasant farms with 7,255,000 persons; "semi-proletarian," 
4,643,000 farms with I8,383,OOO persons; 14,9I4,ooO farms 
with 81,096,000 persons producing agricultural commodities 
which they partly sell; and 896,000 farms with 5,859,000 
persons belonged to the" well-to-do peasantry of smaIl 
capitalistic character." 

According to a special investigation which dealt with 
over 600,000 typical peasant farms in all parts of the Union, 
I9·8% of all peasant farms hired labourers, I7'3% hired 
arable land and 7'2% hired meadows from others (on the 
average, 2,8 hectares for each farm), 40'2% hired cattle and 
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agricultural implements (including 24,6% hiring machinery) 
from others, paying for such use on the average 15'4 rubles 
a year; 22'9% of all peasant farms were members of credit 
co-operatives (small peasants' banks) with an average debt 
of 61'3 rubles per farm; 10'9% of the farms have borrowed 
from private persons; 6'3% of all these peasant farms had 
no tillage or tilled less than one-tenth of a hectare; 13'I% 
tilled less thari 1'2 hectares; 17'3% from 1'2 to 2'29 
hectares; 17'1% from 2'3 to 3'38 hectares; 13'5% from 
3'39 to 4'47 hectares; 16'2% from 4'48 to 6,66 hectares; 
7'7% from 6'67 to 8,84 hectares; 3'7% from 8'85 to II'03 
hectares; 3'7% from II'04 to 17'59 hectares, and only 
1'5% of all farms tilled more than 17'59 hectares, 

In. these peasant farms an average faniily consisted of 
5-1 members, of whom 1'1 members were the actual workers 
of the family; 13'6% of the farms had no actual agricultural 
worker among the members of their faniily, The average 
area of agricultural land in use by a farm was 6'1 hectares, 
of which 4'0 hectares were actually sown; meadows in use 
showed on the average 1'2 hectares, The percentage is 
very large of farms which have no live-stock, viz, 31'3%, 
and farms which have no cows of their own 23'8%, On 
the average the live-stock ·possessed is 1'0 horse and 1'1 
cows, .More than a third of all farms, viz, 34'1%, had no 
tilling implements whatever, 47'5% had tilling implements 
but no machinery, and only 18'4% of the farms had tilling 
implements and machinery as well, 

It is reckoned that in 1927 the value of agricultural 
implements in all farms of the Union totalled about 
2,600,000,000 rubles, or 104 rubles on the average for each 
farm, and the value of the cattle about 8,200,000,000 
rubles, or 328 rubles per farm (including 144 rubles the 
average value of horses), 

From one of the latest special investigations of. the 
economic situation of the peasantry for 1925-6, a year of 
good harvest, we get the following figures concerning 931 
typical peasant farms of the Central BIack-earth region of 
Russia, which is a typical agricultural district, On the 
average these farms had 6'05 persons living on a farm, 
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Per head of their population they had 1-25 hectares of land. 
of which I-07 hectares is their own arable land. and o-I3 
hectare hired land; 0-81 hectare was actually sown in 
that year (including 0-67 hectare sown with cereals); 0-5 
hectare was rented to other people_ The value of agricul
tural implements and tools was reckoned at 18-go rubles 
per head, and of the cattle, 52-35 rubles_ The gross value 
of their agricultural produce and other income was I07-32 
rubles per head (including 62-13 rubles from tillage. 3-98 
rubles from meadows. 32-81 rubles from cattle) and deduct
ing expenses (seeds, etc_), a tlet revenue totalling 86-go rubles 
per head for the year (about £9. or $45). of which 63-63 rubles 
were derived from agriculture. 8-32 rubles from artisan 
work and 9-42 rubles from labour done elsewhere_ Of this 
income, direct taxes absorbed 1-36 rubles per head_ In 
actual cash for produce sold and money wages received 
these farms realised on the average 46-66 rubles per head for 
,he year (about £5. or $24)-

They spent in the same year in cash on the average (per 
head): 13-85 rubles for buying agricultural produce from 
other peasants (including cattle and poultxy). 6-29 rubles for' 
manufactured agricultural products. 1-43 rubles for agri
cultural implements and I6-25 rubles for manufactured 
industrial goods in the year. including I-IO rubles for clothes. 
3-52 rubles for boots. 3-74 rubles for food products, I-03 
rubles for alcoholic beverages. 0-49 ruble for tobacco. 0-62 
ruble for lighting_ Of manufactured industrial products 
these farms bought per head a year: 0-32 kilogram of iron 
plate; O-IO kilogram of nails; 4-48 bricks; 0-09 sheet of 
window glass; 3-36 metres of cotton cloth. 0-9 metre of 
woollen cloth. 9-80 kilograms of salt. 2-45 kilograms of fish 
and fish products. 0-02 kilogram of tea. I-II kilograms of 
sugar; 0-29 bottle of bitter Vodka (this is used by the 
peasantxy for mixing with the illicit home-made spirit). 
0-29 kilogram of .. makhorka" (low-grade) tobacco; 3-IS 
kilograms of kerosene; 13-64 boxes of matches; 1-26 
kilograms of ordinary soap_ 

An investigation of the food consumption of over 17.000 
peasant farms in agricultural districts with a surplus grain 



62 The Economic Policy of Soviet Russia 

production in the autumn of 1927, has shown that on the 
average the daily consumption of food represented 4,171 
calories (viz. I36'1 grams of alburninoids, 77'2 grams of 
fats and 706'2 grams of carbohydrates). On the average 
the annual consumption per head includes ~39 kilograms of 
bread-stuffs, 4I'1 kilograms of meat, 3.6 kilograms of fats, 
2'7 kilograms of vegetable oil and 4'3 kilograms of sugar. 
The consumption of sugar has risen sharply in the last few 

. years, but is still below the pre-war level. The quantity of 
bread-stuffs consumed on the average, according to the data 
of October 1927, was the same as in pre-war times, viz. 278 
kilograms of grain a year (all bread-stuffs reckoned in 
grain). For agricultural districts with insufficient grain pro
duction the quantity of consumed bread-stuffs now is 97% 
of the pre-war average consumption, lIiz. 233 kilograms of 
grain in comparison with 24I kilograms according to similar 
pre-war investigations. Now they consume in these dis
tricts greater quantities of milk products and potatoes, 
and the number of calories is 4,I96 a day. It is difficult to 
give comparable figures for other countries: in I925-6 
an average Frenchman consumed 236 kilograms of wheat 
and 28 kilograms of rye; an average Englishman I58 
kilograms of wheat, an average German 75 kilograms of 
wheat and I24 of rye; but bread-stuffs do not constitute the 
chief food among these nations, and in Russia the figures 
given above relate to the agricultural population only. 

We see from these figures that on the allt1'age a Soviet 
Russian peasant family of six membt1's has a yearly income 
of about 522 rubles (or £55, or $280), of which total 382 rubles 
are derilJed from. agriculture (less II rubles paid on the alJt1'age 
in direct taxes). In Ukraine, richer on the average, in the 
same year an average peasant family had 4'94 members 
with a total yearly average income of 540 rubles, and in 
White Russia 520 rubles. It should be noted that the value 
of their own agricultural produce consumed in their homes 
was valued at ordinary market prices, and such investigations 
usually include peasant families rather above the average, 
where alone such data could be collected with sufficient 
trustworthiness. -
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In other words, an average Russian peasant in a compara
tively abundant region derives from agriculture in a year 
of good harvest only about 62 rubles per head a year 
[382-:U] : 6, or 17 copees (about 4Jl., or 8 cents) a day, and 
from all sources about 85 rubles per head or 23 copees, 
(6d., or 12 cents) a day. A similar investigation for the 
whole Union for 1924-5 has shown that in this year a 
Russian peasant family had from all sources on the average 
a yearly income of 410 rubles (259 rubles from agriculture), 
or 69 rubles per head less 3'77 rubles per head for taxes. 
In this investigation of 1924-5 peasants with no tillage 
had an average yearly income from artisan work, etc., of 
57'39 I'!lbles per head; peasants tilling not more than 2'18 
hectares, 74'10 rubles; tilling from 2'19 to 4'37, 66·67 
rubles; tilling from 4'38 to 6'55, 65'16 rubles; from 6'56 
to 8'74 hectares, 66·68 rubles; from 8'75 to 17'48 hectares, 
72'24 rubles; and tilling more than 17'48 hectares, 86'22 
rubles per head. The last group paid on the average 9'08 
rubles per head in taxes. 

The total income from aU sources of an average peasant in 
Russia in 1924-5 was exactly as high as the expenditure of 
an average Englishman on alcoholic drinks alone, i.e., £6 ISS. 3d. 
in 1927. 

The area of tilled land of individualistic, ;.e. non-collec
tivist, peasants in the Union was (in hectares): in 1925, 
103,791,000; iii 1926, 109,728,000; in 1927, II2,4s2,ooo; 
in 1928,112,270,000, not including 1,090,000 which perished 
through the severity of winter. It increased in three years 
by 8'2%; the total population increased at the same time 
by 7'2%. 

The live-stock on individualistic peasants' farms of the 
Union was: (I) horses: in 1925, 26,004,000; in 1926, 
28,290,000; in 1927, 30,578,000; in 1928, 31,979,000; (2) 
cows: 27,560,000; 28,844,000; 29,166,000; 29,609,000; 
(3) sheep and goats: II5,80.j,ooo; 123,097,000; 131,335,000 ; 
136,190,000; (4) hogs: 20,939,000; 20,920,000; 22,445,000; 
25,233,000. , 

These figures should be increased by the production on 
State farms (in 1928, 3,318 farms with 99,258 labourers and 
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1,400,000 hectares of tillage, II6,020 horses and 58,757 
cows), and on collective peasant farms (in 1928, 33,179 farms 
with a population of I,972,643 persons and about I,38I,000 
hectares of tillage, IIO,OOO horses and 68,000 cows), but 
prior to I928 their production was on the waole infinitesimal. 

According to statistical information collected by the 
Central Statistical Department the total production of 
cereals in the Union was : 

AGRICULTURAL PRODUCTION IN SOVIET RUSSIA 

1925. 1926. 1927. 1928. 

Total area of land 
sown with cereals 
(000 hectares) • 

Average produce of 
cereals from one 

87,155 93,476 95,200 92,447 

hectare (in metro 
ewt.) • • • 8'3 8-. 7'5 7'7 

Total produce of 
cereals (in metro 
decatons=lotons) 7.265.739 7.656,194 7,171,860 7,154. 170 

Area of land sown 
with Ill'" (000 hec-
tares) • • 28.719 28,342- 27.958 25.736 

Total produce of rye 
(in metro decatons) 2,211,42 3 ~,30",237 2,352,662 1,879.738 

Area of land sown 
with wheat (000 
hectares). • 24.878 29.192- 31 ,258 27.588 

Total produce of 
wheat ~in metro 
decatons. • 2,061,316 2 .... 2°,638 2,0 ... 6,413 2,131,608 

. The State Planning Committee (" Gosplan ") in their pub
lication " Control Figures for I92B--9" (Moscow, I929) give 
an interesting comparison of the present production of the 
Union with the pre-war production on the same territory. 

Thus the total ayea sown with ceI'eals in 192B--9 was only 
92.6% of theayea in I9I3 within the pesent boundaries of 
Russia. If we take into· consideration the increase of 
population we see that the total uea sown pel' head is only 
83·8% that of I9I3. The total poduce of _eats in I92B--9 
was only 91'3% of I9I3, OY the per capita poduction of ceI'eals 
o I92B--9 is 100 kiloC"ams less than that of I9I3. 
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'0'. B, .. 
72" ,. .. 

100'S 
112'5 

IOI'S 
104'8 
loS'8 

102', ... , .... , ... 
..... ..... 

101'9 

101'0 
98'6 

U4· ... 
95'8 
9S'I 

10S'S 

114'8 
123'6 
103'8 .... 
105'0 
lOll'S 
108'5 

Z04'8 
101· ... 

.... 
,,'8 

"u8'4 
, 92'5 
oJ51'8 
122'8 
101'0 

11'1 

.00 .. . .... 
101'8 .... 
US'2 .... 
154'4 

120'0 

97'(' 

88,8 .... 
95'S 

'102'9 
'166'7 

u8'S 

122'a 
U5'9 
u8'4 
100'X 

US'S .... 
104'6 

101' • 
101'4 

loS'8 
112'5 

101'5 

g8" 

97" 
107'5 

1 It should be noted that the Gosplan accepts for 1913 a somewhat larger 
population than is usually accepted (el. p. 2); therelore. the per head pro
auction for 1913 is, DO doubt, under-estim.ated in this table. 

The crops of the year I9I3 were somewhat above the 
average. Even taking for comparison the years I904-13. 
the average production of cereals per head was: in 1925-6, 

F 
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95.8%; in I926-JJ, 98'4%; in I927-8, 90'5%; in I928-g, 
89'5% of the ten years' pre-war average. But the great 
difficulty is that (according to a computation of the 
State Planning Committee) the quantity of cereals actually 
supplied fOl' non-rural consumption, i.e. sold to the in
dustrial population, is steadily decreasing: in I925-6, 
498 million rubles; in I926-JJ, 538 million rubles; in 
I927-8, 463 million rubles; in I928-g, 431 million rubles 
(in prices of th~ year I926-JJ), whereas the town population 
increased exceedingly rapidly. On the other hand, there 
is an increase in production of potatoes, but this signifies 
that the peasantry is abandoning production for the market. 
There is an increase of consumption of vegetable oil (sun
flower-seed oil) in comparison with the substantially lower 
consumption of butter, and this means an increased consump
tion of lower-grade products. 

Later, we shall see that the. whole position is greatly 
influenced by the Government's price policy. The Govern
ment tried to keep the price of cereals at the lowest 
possible level in order to ensure profitable export and lower 
the cost of living for the industrial workman. Prices were 
actually lowered in 1926, but this had a disastrous effect in 
diminishing supply. Although the Government repeatedly 
declared that prices would not be increased, at last they have, 
in fact, been raised. The average price paid by the State 
organizations buying cereals was (the figures in brackets are 
the prices paid by private buyers), for a pood (36 English 
Ibs.) of rye grain: in I925-6, 93 (u8) copees; in I926-JJ, 
72 (uo); in 1927-8,76 (lIS); in 1928-g, 87 ( .•. ?) copees; 
for wheat grain : 129 (147) ; 104 (128) ; 109 1 (I37) ; II7 ( ..• ?) 
copees. 

In order to fight against the competition of private buyers 
the transport of cereals by rail from private people was 
practically prohibited (see infra). Naturally, the supply 
diminished. The peasants began to increase cattle-breeding, 
applying the surplus grain for feeding cattle, and increased 
thereby the supply of meat. According to a computation 
of the State Planning Committee the supply of meat in-

• log copeca a pood is about 3S. loli. (93 cents) a bushel. 
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creased as follows (in million rubles at the average price of 
1926--7): in 1925-6, 472; in 1926--7, 506; in 1927-8, 569; 
in 1928-9, 591. 

The increase in the number of cattle is given in the fore
going table. Although the number of live-stock is increas
ing, the percentage of increase is falling with every year. 
But especially characteristic is the sharp decrease in the 
number of cows in regions with dominating milk produce 
and an increase of cows where they are used for meat. The 
rising price in 1929 of cereals may again influence diminish
ing live-stock. Therefore the positions with regard to milk 
production and the insufficient supply of butter are con
sidered to be alarming. It is' proposed to take special 
measures, namely, to increase cattle-breeding on State farms 
and collective farms and conclude contracts with peasants 
for increased breeding of milk cows. 

Thus the peculiar and one-sided policy in respect of prices 
of cereals not only resulted in a sharp decline of supply of 
cereals for the consumption of the industrial population, 
infIi.cting great hardship on the inhabitants of the cities, 
but produced a dangerous effect on the character of cattle
breeding and endangered the supply of dairy products. 

Peasants resent low prices for cereals, since they are com
pelled to pay exorbitant prices for all industrial products of 
State industry, which works with a high cost of production. 
On the average, in Soviet Russia prices on manufactured 
goods are 140-150% higher than in Western Europe, and 
the prices on agricultural products about 25-30% lower.1 

Of course, there existed a very simple method of dealing with 
the situation, and a very profitable one for the peasant, 
by allowing free export of cereals abroad in exchange for 
clleap foreign industrial produce. This would have stiInu
lated agricultural production by the peasants just as it did 
in I9I6, in spite of the difficult war conditions. But the 
Government rejected all proposals of that kind, abhoning 
the idea of any concessions in respect of the monopoly of 
foreign trade on principle, and fearing a diminution of 
demand for the industrial produce of the State factories. 

t KOfIfrohli", zi/fri, 19z8-g, Moscow. 1929, p. z80. 
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Should special expenditure be made now for artificially 
increasing the milk production on State farms, it would mean 
simply a waste of State resources. Of course, this would not 
deter the Government from spending 01 fonds pertlus, if some 
political end might be gained. • 

A slight concession has been made, and lately the prices 
on cereals have been raised (about 10 copecs a pood) after 
long hesitation. 

Now, how was it that private traders did not intervene? 
Theil' intervention was simply suppessetl arliji&ially. The 
first step in the direction of subjecting the peasants' 
production to State influence was taken by issuing at the 
end of 1925 an order by which grain and other agricultural 
produce from private persons was to be ranked in the last 
category of goods transported by rail, and somewhat later 
the railway freight tariffs for such private consignments 
were increased by 50-100% in comparison with what is 
charged for similar consignments of the State. This meant 
that a private trader buying grain from the peasant and 
competing with the State was practica1ly unable to send it 
by rail because all other goods had preference and he had to 
wait indefinitely. Usually no shelter is available for private 
grain on the railway stations. Transport by automobiles 
is impossible, because private people do not own lorries 
and are not allowed to buy them abroad. Before this 
order-private grain amounted to 2~2% of all grain trans
ported by rail. At the end of 1926 the transport of private 
grain amounted to only 1'5-x'9% of all grain transported 
by rail. 1 

On the other hand, the Government ordered nationalization 
of aU private mills, excepting the very smallest peasant 
mills. Those mills which remained in private possession 
had to pay a special high duty on grinding the grain of 
private persons (law of August 20, 1926) and an exorbitant 
turnover tax of 13']5%, or as high as the tax on luxury 
articles (order of November 2, 1928). Besides this, private 
trade in Hour pays the exorbitant rate of 12'225% on tum-

1 In the first quarter of 19.8 no private grain ..... carried by rail; private 
people forward some oats (14%). hay and straw (3'%) and pota_ 
(31% of all ccmsignments). 
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over. The same high rate is applied to private persons 
engaged in pressing oil seeds or trade in vegetable oil. State 
miIIs do not accept grain, for grinding from private persons. 
Further. it is prohibited to give any bank credit to private 
people buying grain and the like.1 -

At the beginning of 1927 the GOfJemment succeeded in 
becoming an almost monopolistic buyer of aU peasant grain. 
although no direct prohibition of private trade was issued. 
Private traders who ventured to compete with the Govern
ment agents were arrested in large numbers and punished 
by the political police under the pretext of speculation in the 
necessaries of life. 

The maintenance of low prices. naturaJIy influenced un
favourably the supply of grain. and the Government had 
great difficulties in collecting the necessary quantity of 
grain, in spite of the fact that three years running {1925-7l 
there was a good or excellent harvest. Export had to 'be 
discontinued. The peasant offered opposition and with
held his produce. Some rich peasants withholding large 
stocks of surplus grain were accused of wilful speculation 
and molested. although it was against the 'instructions. 
Some of them offered their stocks on condition that the 
Government should sell them a tractor. but then selling 
agricultural machinery to the richer peasants was contrary 
to official class policy against the .. kulaks." As a matter of 
fact. in some districts for the use of a tractor collective 
farms surrender to the State 25% of the collected crops ! 

Such measures naturaJly increased the opposition of the 
peasantry. and more radical expedients had to be invented. 
These measures consisted partly in supporting co-operation 
of the poorer peasants and partIy in introducing a system of 
If contracting." 

Co-operation of the poorer peasants has for its aint not 
only the peculiar class policy of creating supporters of the 
Communist regime among .. proletarians." but also the 
desire to make these masses directly dependent upon the 
Government. They get agricultural machinery. improved 

I See P. H ...... I. Di. F' .. "",- .... 4 Sf ... "."/ ....... , 4. U.S.S.R •• 1928. 
P·41• 
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seeds, fertilizers, credit facilities and tax reductions on the 
understanding that they surrender their produce to the 
Government. Because of these privileges, great numbers of 
peasants enter into these agreements, and the" co-operative 
movement" is rapidly increasing. Natur3.ny there are a 
good many cases where peasants simply trick the Govern
ment, and the Control Department has great difliculty in 
eliminating" false co-operatives." . . .1 

Sometimes the creation of such privileged co-operatives 
encounters strong opposition among the "individualistic" 
peasants, especially. when the "co-operated proletarians .. 
demand increased allotments. There have been a good 
many cases when groups of peasants violently opposed the 
creation of such collective farms and hindered Government 
officers in the bestowal of allotments. But such opposition is 
immediately suppressed. Lately six men and several women 

I A very interesting fact has been disclosed lately by one of the chief 
communist leaders. Molotov, in his speech of September 14. 1929: .. A 
collective farm, called . the Red Meliorator,' with 8,;00 hectares of land, 
existing five years and known to be the best model of its type in all Lower 
Volga. was by a mere chance discovered to be a fictitious and anti-Soviet
minded collective. Among its members were six former traders. one big 
house-owner. one inn-keeper. seven kulaks. one former nobleman. one 
former ba.iJ.jjf of a noble landlord, one former police sergeant. etc. . . . 
They have mutually borrowed money from kulaks. allowed pasture of 
cattle of a kulak, rented meadows to a kulak and had an industrial estab
lishment in company with a kulak: eVen anti-Soviet talk had more or 
less openly taken place there." These" almost incredible things after 
twelve years ot revolution" were disclosed by a student ot the Moscow 
agricultural school who went there in the summer for practical work and 
reported these facts to Molotov. 

A great number ot similar eases have been discovered lately in the 
Elez disbict (see lsvuliya, September 10, 1929). Usually the peasants 
are more prudent and the Government spies are unable to discover their 
real attitude. . . . 

It should be noted that no definition has ever been given of who is to 
be known as a U kulak," and every well-to-do or supposedly anti-Soviet
minded industrious peasant is declared to be .. kulak:' and deprived ot 
elementary rights. . . . Explaining to Russian readers such German 
organizations as the B"uffl'Ibl:lnd. etc., the Soviet Press calls them German 
.. kulak organizations." 

An Englishman who visited Russia published lately an article in the 
Daily Hora/d, where he praised agricultural proSt ... OD the collective 
farms in comparison with farms of individualistic peasants. But how 
could it be otherwise, when millions and millions, credit facilities and 
privileges, as well as machinery. etc .• are given by the State to the II col
lective tarms" in the hope of creating everywhere bulwarks of com
munism at the cost of the others? . . . On the other hand, it should be 
noted that the average sown ""'" of .. col1ective farm is onl" 38·S hectaleo, 
and such a amall area makes 8ubstantial improvements difficult. 
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were condemned to jail for from three to twelve months, 
and fines were levied on others, for. opposing the creation 
of a collective farm. The court of appeal ordered revision 
of the sentence as being too lenient for "counter-revolutionary 
agitation against collective farm movement and for c1ass 
struggle." A law was passed on April 30, 1928 (R.S.F.S.R.), 
by which allotments must be given to peasants' collectives, 
no consent by the local peasantry being necessary. • •• 

The other measure is the so-called "contracting," viz. 
conclusion of special. contracts for the supply of definite 
quantities of agricultural products against payment of more 
or less large advances. This practice began with contracts 
of the State trusts with peasants in relation to beetroot, 
cotton and tobacco; now millions are advanced for all 
kinds of agricultural produce. It is reckoned that con
tracts of this kind have been concluded in 1929 with about 
7 million peasant farms, and about 300 million rubles have 
been allocated for this purpose. 

Although the whole policy in respect of agriculture in 
Soviet Russia is directed towards creating socialistic and 
communistic forms of land cultivation, and war is waged 
against individualistic peasantry and the so-called" kulaks," 
still great fears exist as to the possibility of procuring the 
necessary quantity of grain for the supply of the industrial 
population. 

As a matter of fact population increases with great rapidity, 
especially in the cities and the industrial centres. The 
socialization policy of the Government in supporting the 
rural proletariat is a costly measure; on the other hand, 
fighting against the well-to-do peasants and the many 
millions of individualistic peasants diminishes the supply of 
agricultural products. In many cases the peasantry feels its 
own class instincts. Lately, when the Government insisted 
on a special increase of taxation of the " kulaks," hundreds 
of local soviets reported that they had no such people, 
but special emissaries of the Government revealed that in 
every village where no "kulaks" were reported, scores of 
them in fact were actually found (1 svestiya, September 
II,1929). It is at times extremely difficult to overcome the 
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passive resistance of the peasantry who are not willing to 
seIl their produce at a low price. The peasant "prole
tarians" gladly accept all the favours of the Socialist 
Government, but they have no grain surplus and themselves 
consume any increased output ..•. On °the other hand, 
peasants are none too scrupulous in fulfilling their 
" contracts." 1 

Of course, the supply of grain would have increased had 
the Government increased the supply of manufactured goods. 
But this is impossible under present circumstances of in
sufficient industrial output and incompatible with· the big 
schemes of industrialization. All effort is directed towards 
increasing heavy industry, and the production of commodities 
for mass consumption is curtailed (see below, Chai'r. IV). 
This was one of the reasons why the Government hesitated 
to increase prices for agricultural produce,forsuch an increase 
would place more cash in the hands of peasants and increase 

, their demand for manufactured goods. The State Planning 
Committee warned the Government as to the possible con
sequences. Therefore orders are given to insist on increas
ing subscription to State loans among peasantry and to 
exercise greater fiscal pressure. 

Naturally, considerable efforts are made to increase the 
production of cereals by means of improving the technique 
of cultivation. Important results have been achieved in 
improving the quality of seeds. During the civil war the 
quality of seeds deteriorated disastrously, as all kinds of 
seeds were mixed up. Important and useful agitation for 

1 In the autumn of 1929 the collective fanns of the Caucasus had supplied 
by September IS only 32% of the quantity of grain contracted for. and 
many of them began speculating. For instance, the collective farm .. Red 
East.. n!SOlved not to supply the grain contracted for and sold it to 
private persons. The collective farm •• Forward .. sold Dot only its grain 
to private persons. but also part of the agricultural implements received 
from the State. The Commissar for Trade declared. that the Government 
would apply severe measures against delinquents and b~ to trial the 
chiefs of collective farms .. giving up their class position "; m such cases 
the collective farms may be discontinued. At the same time it is ordered 
that in no case should collective farms retain greater quantities of grain 
for the consumption of their members than constitute existing norms of 
average consumption (lS'PuHy .. · September 37. 1929). In the Soviet 
Press many similar cases are reported. The collective farms of the 
Central Black Earth region supplied only 20~ifo~!J.grain contracted for. 
One collective farm is accused of having 100 rabl .. fIom a 
.. kulak ...... d of having paid ito debt in grain at oflicial (i ... low) pric:e I 
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better cultivation (early tillage, etc.) and for the introduction 
of some neglected special craps (maize-com, etc.) has been 
canied out and the supply of fertilizers largely increased. 
The supply of machinery is increasing every year. A very 
important and useful measure was introduced according to 
an order of S.T.O. ,(Council of Labour and Defence) of 
September 27, 1927, by which peasants are allowed to 
exchange poor seed for that of better quality with no sur
charge. At the same time fertilizers have been sold at prices 
below actual cost. A special fund has been created for 
applying measures to prevent crop failures from drought. 
Nevertheless, and in spite of the fact that the Government 
is spending large amounts on all these improvements, the 
results are not as satisfactory as they might have been, 
because political considerations (privileged treatment of the 
proletarian peasantry) dominate. 

The Government hopes to overcome the difficulties of 
procuring the necessary quantities of agricultural produce 
by creating large State farms of thousands of hectares. 
American specialists are 'invited and large quantities of 
American agricultural machinery are imported. An 
enormous area is already covered by State farms (about 
1,600,000 hectares of tilled land in 1929) and hundreds of 
millions of rubles have been spent. It is hoped that in 
1932 these" grain factories .. will be able to deliver about 
2,000,000 tons of grain.l Some 60 million rubles have been 
allocated by the State budget of 1929 for organizing new 
State farms and some 20 million for the improvement of 
existing ones. Over 360 million rubles are already invested 
in capital funds of the State farms, and 154 ;mllion rubles 
will be invested in 1929, and, in addition,large credit facilities 
are available. 

Only the future will decide whether this huge investment 
is economically sound. There are special considerations in 
creating State farms for sugar beetroot production, partly 
to counteract the refusal of peasants to supply adjoining 
sugar factories. So, too, in sheep-breeding, but the new 

I In I928-g the actual production of grain in the State farms of the 
.• Zemotrust " amounted to IIS,OOO tons. In 1929-30 an area of 2,265.000 
hectares will be 8OWD. 
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huge "grain factories" involve at present such an ex
cessive expenditure of State funds, and especially of foreign 
assets for the ,purchase of machinery abroad, that they can 
never actually pay as capital invested. With a much smaller 
expenditure and with greater economic freedom the peasantry 
would have supplied the necessary grain in a much cheaper 
way by simply increasing their production per acre. How
ever, for the Soviet Government this is a political issue of 
the greatest importance, and for this reason nothing will be 
spared and no arguments heard ..•. Up to the present 
time State farms as a rule have been run at a loss ! 

In the meantime severe pressure has been brought to 
bear to induce peasants to surrender all their surplus grain. 
In addition to the very high taxation of the well:to-do 
peasants (30 and more per cent. of their income is taken by 
taxation from a farm with an income of some 2000 rubles), 
special measures calculated to extract grain from the 
peasants have been ordered (decree R.S.F.S.R. of September 
9, 1929). 

In every village a special committee for procuring grain 
has to be organized,- chiefly with the support of local groups 
of proletarians, viz. poor peasants, peasants' co-operatives, 
agricultural labourers, etc. These committees are obliged 
" to make provisional lists of well-to-do peasants, indicating 
the quantities of surplus grain to be surrendered by them to 
the State, and to submit these lists for approval of the local 
Soviet." They have also to control the distribution, by 
sale, through the local co-operatives, of manufactured goods, 
especially of those available in limited quantities, for the 
needs of villages and individual peasants, who have sur
rendered their surplus grain in the shortest time. The 
committees have to help the local administration in the 
"mobilization of public masses of peasantry for a drastic 
fight against the 'kulak' element and grain speculators 
. . . and to apply measures of public coercion against 
concealers and wilful resisters and speculators." To pay 
the peasants higher prices for their grain than that pre
scribed is absolutely prohibited, and " all, even the slightest, 
speculation should be radically suppressed." 
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A circular letter was issued by the Home Commissariat in 

September 1929 in which the police are ordered to .. find out 
persons wilfully increasing prices of grain or flour by means 
of concealing its purchase and holding it, and also persons 
who buy grain in local markets, fairs, etc., and to prosecute 
them." The police are ordered to levy fines on those 
individual peasants who resist the surrender of their grain in 
villages where the local Soviet resolved to help in procuring 
grain (lsvestiya, September 20, 1929). A special order 
mobilizing all controlling apparatus of the Party and of the 
State for achieving the full programme ·of procuring grain 
has been issued by the Control Department, and war is • 
proclaimed against delinquents. At the same time the 
Law Commissariat prescnoed speedy intervention of the 
law-courts and the passing of the severest sentences on 
delinquents (I svestiya, August 30, 1929). 

The result of these coercive measures was aD outbreak of 
violence on the part of the peasants affected by this out
rageous grain order. The daily Press brings every day 
(October 1929) news of grain collectors killed or beaten by 
mobs, or of their offices and collective farms set on fire. In 
one day there were nine notices ·from different parts of the 
country reporting two cases of murder of grain collectors, 
three cases of their being beaten by mobs, and four cases 
of incendiarism in connection with procuring grain. In 
another Soviet newspaper it was reported that in the Briansk 
district 36 .. kulaks .. had been arrested for opposing State 
procuring of grain, and in their homes were found .. short
cut" rifles (olwezy, viz. military rifles cut short in order to 
conceal them) and cartridges. In one village a .. kulak .. 
set fire to his own seven tons of grain in order to avoid its 
surrender to the State. A Soviet newspaper telegram says 
laconically that in connection with procuring grain .. a wave 
of murders, attempts to murder and incendiarism swept over 
the Krasnoyarsk district. .. 

A communist leader lately remarked: .. Class fights in the 
village develop about collectivization and the procuring of 
grain. A violent campaign of terror against the leaders of 
the new culture evolves sometimes in forms which suggest 
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the Middle Ages. One agricultural labourer who reported 
where grain of the " kulaks " was hidden has been crucified 
by them on a tree. and in Bezhetzk district the beastly 
" kulaks .. have set fire to the collective fFID and killed an 
active young communist." And in fact. on October 4. 
1929. ail " active communist woman was burned to death 
on a pyre in the Samara district." 1 

Unfortunately. all the coercive measures of the Govern
ment cannot increase production. and especially the produce 
per acre. which is a matter of the greatest importance' in 
present circumstances. In the last few year.; the produce 
per acre of cereals diminished. "iz. in 1925. 0·84 metric tons 
per hectare; in 1926. 0'82; in 1927. 0'76; in 1928. 0'76 
and in 1929. 0'77 (estimate) in comparison with the pre
war average of about 0'87 tons in peasant farms. A great 
part of the agricultural area that was nsed in pre-war time 
for production of cereals is now used for production of other 
crops. In Russia proper only 88'1%. in the Ukraine 83.6%. 
in the Caucasus 87'2% of the area is now nsed for sowing 
cereals in comparison with 1913. although there has been 
an increase of the total cultivated area (102'1%).11 On the 
other hand. in Turkestan 12208% is nsed for sowing cereals 
in comparison with 1913. because peasants growing cotton 
fear to be left without a sufficient supply of wheat. 

Some of the most important regions for the production of 
cereals have greatly diminished the acreage devoted to 
them. like the Northern Caucasus (63'3% of 1913). South 
Volga region (72°2%). Central Black Earth region (94.6%). 
They went over to other kinds of produce. especially potatoes. 
This is due to some extent to the inadequate stock of cattle 
and machinery. but at the same time low prices and the 
tendency of the peasants to become self-supporting have a 
marked influence on the production of cereals. The pr0-
duction of flax is in a desperate condition because of the 
low price paid by the Government (the production is 1'94 
kilograms per head in comparison with 3'2 kilograms in 
1913)0 On the other hand. the production of hemp and of 

J. 1 SHSIiyIl. October 8. 1929. 
I By a new deeRe all iDcnaoos in ana ....... with _ will be eumpt 

&am bDtioa iD 1929-31. 
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sunfiower seeds shows marked success and greatly exceeds 
the pre-war level, because of the comparatively high price and 
large demand from the private market, mostly from village 
artisans producing ropes and from private pressing factories. 
Therefore to fight against the latter the Government has 
ordered an exorbitant turnover tax fOI: pressing factories. 
The production of wool is again increasing, but there are 
difficulties in procuring it from the peasants. The pro
duction of eggs, which were an important article in pre-war 
export, has greatly diminished and is still much behind the 
pre-war level, chiefly because of the defects of collection by 
the State apparatus. 

We have seen that in I927 on the average 34·I% of the 
peasant fanus had no tilling implements whatever. This 
is, however, steadily improving. In the cereal-producing 
regions in I925, 37·9% of all peasant farms had no tilling 
implements, and in I926, 36.9, including the Lower Volga 
district with 47·z and 45·4%, and North Caucasus with 
61·6 and 59·3%, in the same years, where the consequences 
of the famine and civil war are still felt very . severely. 
The ratio of primitive tilling implements (the so-called 
.. soMas" or primitive wooden ploughs) to other kinds of 
tilling implements (iron ploughs) is very high, lliz. 57"4% of 
the total in cereal-producing regions and even as high as 
69·z% in the Rjasan-Tula district, or even 80·6% in Viatka 
region. It is reckoned that Russia is still using about five 
million soMas, whereas the State shops had on October I, 
I927, a stock of about 700,000 iron ploughs unsold. The 
total number of iron ploughs in the country now is about 
u·3 millions, and was in I924-5 only about 9 millions. 

The area tilled by means of tractors is about z% of the 
total area under cultivation, and on the Ist October, 1928, 
the number of tractors in Russia was reckoned to be 31,858. 
Still, this does not fully replace the total loss of traction force 
(horses and oxen) in comparison with I916, the year when a 
census of live-stock was taken. In I926-7 the supply of 
agricultural machinery amounted to I54 million rubles. 

A remarkable feature of the post-revolutionary period is 
the great increase of the number of peasant dwellings (huts) 
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among the rural population. This is due -to a marked 
tendency for the married sons to live apart from their parents, 
and to the fiscal pressure on large and well-to-do peasant 
farms. But perhaps there is another equally important cause, 
viz. the large illicit cutting of wood by peasants in State 
forests, which remain practically unprotected: the peasants 
cut wood clandestinely and use it for erecting new dwellings. 
The policy of selling wood at a greatly reduced price to 
privileged groups of peasants also increased artificially 
their purchases of wood, partly for speculation, i.e. for 
selling to others at an increased price; lately some pre
ventive measures have had to be introduced to frustrate 
this. 

The expenditure of the State on agriculture is enormous 
and increasing with every year. In 1927-8 the fu!ancing of 
agriculture absorbed about 601 million rubles, and in 1928-9 
about 835 million rubles of State resources, not including 
administrative organs. The greater part of this expenditure 
is made for creating new State farms and developing the 
existing ones, for subsidizing collective farms and peasants' 
co-operatives. About 51 million rubles were allocated in 
1929 for industrialization and the electrification of agri
culture, viz. for erecting factories using agricultural products 
(dairy farms, canning industries, bacon factories, mills, 
etc.). About 330 million rubles are given in the form of 
long-term and short-term credits through the State Agri
cultural Bank. The system of "contracting" absorbs 
about 300 million rubles of recurrent expenditure every 
year. 

On the other hand, there is hardly any revenue derived from 
the enormous area of agricultural land belonging to the State. 
The total rent paid to the State for the use of all its vast 
domain amounts to 13,747,000 rubles only (budget 1928-9). 
The best agricillturalland is given to State farms free of 
charge, excepting lands allocated to the Sugar Trust. The 
latter pays for the use of land 8'2 .copees for each 100 kilo
grams of beetroot supplied to the factories of the Sugar Trust. 
This payment amounts to 7,780,000 rubles a year. The rest 
of the revenue (5,967,000 rubles) represents mostly rent 
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paid by non-co-operated peasants renting meadows and 
other agricultural land. In the Ukraine all lands belonging 
to the State have been divided among the peasants or given 
free of charge to the State farms, excepting lands given to 
the Sugar Trust. In the Caucasus only pastures in the 
mountains and meadows are hired for rent. Out of the enor
mous area of developed agricnlturalland, about 20,000,000 

hectares (equal to about the whole area sown in the U.S.A. 
with wheat in I925), in the direct possession of the Govern
ment of Russia proper (R.S.F.S.R.), only 8,000,000 hectares 
are in actual use, v1Z. about 4,500,000 hectares free of charge 
(by the Grain Trust, Meat Trust, Sheep-growing Trust, etc., 
and by State departments of Education, Agriculture, etc.), 
and about 3,500,000 hectares rented mostly by non-co
operated peasants. The average yearly rent is only I'09 

rubles (2S • .¢.) a hectare (about one shilling an acre !), and 
somewhat more for meadows, lIiz. I'77-3'88 rubles a hectare. 
For the rest, amounting to I2,ooO,OOO hectares of developed 
agricultural land (an area half as large as Great Britain), 
there is no demand at all and it is kept idle. 

Analyzing all this enormoll!' State expenditurewith practi
cally no revenue coming from it, one cannot help thinking 
that the .. socialization of agriculture" in Soviet Russia is 
bought at an exceedingly high price and is accompanied with 
great privations for the majority of the urban population 
and with a large waste of State resources. The peasantry 
adapt themselves to the exigencies of the State and take its 
favours for granted. It is difficult to say how sincerely 
the .. proletarian .. peasant masses accept the communistic 
forms of life. No doubt many of them consider the obtain
ing of privileges purely as a means of self-enrichment in an 
entirely individualistic sense, as a means of enriching the poor 
a t the expense of the rich. The erection of huge State" grain 
factories" in a country of over 20,000,000 peasant farms 
which wilfully reduce their grain production because they are 
artificially prevented from free disposal of their produce, is 
economic nonsense • • . All coercive methods of obtaining 
agricultural products at a low price and a monopolized 
supply of manufactured goods at a high price is simply 
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hidden taxation in addition to open high direct and indirect 
taxation of the peasantry I 

Can such a system go on ? I do not see any reason why it 
should not, unless the peasantry conceive that the continua
tion of such a system is less profitable tho free production 
and free trade, and are able to offer opposition to the armed 
force of the State. The rapid increase of IJ11"al population 
may increase economic difficulties, if a sufficient absorption 
of superfluous population by increasing industry cannot be 
effected, or if emigration to Siberia and other places from the 
over-populated regions of European Russia prove inade
quate. The class struggle between poor and well-to-do 
peasants 1 may divert attention from controlling Govern
ment action, and the Government may rule on the principle 
of divide et impera, In these circumstances the Government 
may win because the peasant cannot restrict his consumption 
of manufactured goods below a ~ertain minimum, and he 
will be compelled to surrender his produce in increasing 
quantities, however" unprofitable" this may seem to him. 
In this case large quantities of cereals supplied by the peasant 
and produced in " grain factories" will be probably diverted 
to foreign markets and influence the whole economic position 
of many countries. 

Before the war (in 1909-13) Russia in its present boundaries 
produced yearly on the average about 18·6 million tons of 
.wheat, the rest of Europe 37 million tons, and the world 
102'9 million tons; . in 1928 the wheat production was 22'S, 
37'S and 125'1 million tons respectively. The rye production 
before the war was 18'7, 25'1 and 45'0 million tons, and in 
1928 the rye production was 1:9.6, 22'4 and 44'2 million tons 
respectively. The rest of the world filled the gap produced 
by the falling out of Russia as a wheat supplier. In the 
production of rye Russia still keeps its former place, Sub
stantial increase in Russian production and the resumption 
of export of cheaper Russian cereals may create new con
ditions in the agricultural situation of the world. The 

, Tho Commissar of Trade Mikoyan declared in his speech of September 
J8, 1929. that .. the kulaks are responsible for shortage of grain," and 
that" it is necessary to raise the united poor against the kulak obstructors." 
This is a common slogan in Russia now. 
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consideration of cost remains negligible as far as capital 
investment is made Ii fonds pordus and needs no reimburse
ment. 

The post-war situation of Russian agriculture and the 
monopoly of foreign trade had grave consequences for 
Western Europe, depriving it for many years of the cheaper 
Russian agricultural products and of the possibility of ex
change of industrial produce. Now the policy of industriali
zation in Russia is aimed at the elimination of foreign indus
trial supply and great efforts are made to increase agricultural 
produce. Should this policy be successful it wilt have far
reaching consequences for W estern Europe by means of the Soviet 
Russian monopoly of foreign trade (cp. below'- Chap. VII). 

A very deplorable feature of the economic situation of the 
Russian peasantry is the enormous waste of time and the great -
superfiuity of rural population for the actual agricultural 
work done in the villages. As we have seen, in the war year 
of 1916 the work of the women and of the old men and the 
youngsters, when the adult male population was under arms, _ 
was able to replace the usual agricultural work of those who 
went to the front. An investigation of 9,261 typical peasant 
farms in 1924-5 revealed that 41.6% of the available time of 
a normal worker is wasted, 

A specialist in rural economics, Professor Oganovsky, has 
made a similar investigation for the whole Union in 1924-5. 
He came to the conclusion that efficiency in the utilization 
of man-power diminishes with the size of the farm. If we 
take as a perfect type the standard of utilization of man
power in the larger peasant farms (viz. having more than 
I6'3 hectares of land), Oganovsky reckons that in farms with 
less than 4'5 hectares the man-power of about 9.6 million 
adult people is wasted, and in the middle-size farms the 
man-power of about 10'3 million adult people, or that thore is 
in Soviet Russia a .. superfluous .. rural population of about 
20 million adult persons, or 43% of the whole adult population 
engaged in agriculture. Other investigators came to similar 
conclusions. Thus the Soviet Government policy of 
.. proletarianizing" the well-to-do peasants aggravates the 
situation. 

G 
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In these circwnstances there is a great influx of rural 
population into the cities, where the earnings under the 
existing regime are much higher. This produces an alarming 
situation of unemployment. There is no practical possi
bility of absorbing this influx into industr1, and the Govern
ment from time to time warns peasants against entering the 
cities. Now, such rural immigrants are refused the unem
ployment dole, and in some cases they are simply prohibited 
access to the cities without special engagements (an order 
published iri. the official Isvestiya on April 29, 1929). This 
alarming rise in unemployment necessitated a reduction in 
the number of worJqng hours and increased the number of 
shifts of workmen in the State factories. At the same time 
housing conditions in the cities are going from bad to worse 
in spite of much new building in progress (see below, 
p. 134). 



CHAPTER IV 

SOVIET RUSSIAN INDUSTRY 

§ I. THE INDUSTRIALIZATION PROBLEM 

THE watchword of the Soviet Govenunent is .. maximum 
industrialization" of the country. Industrialization is a 
natural desire of a Govenunent aiming at introducing 
a socialistic order in a peasants' country. It is a very. diffi
cult task to persuade a peasantry, whose aspirations for 
many generations have centred in the desire for allotments in 
their own possession, to accept communism. It is only the 
industrial worker who will easily accept the new creed, and 
in a country like Russia, where there are more than 100 

million peasants and comparatively very few industrial 
workers, the problem of giving all privileges and amenities 
of life to the latter, at the cost of the greater but scattered 
mass of rural population, is a comparatively easy matter .... 

No doubt Russia is ideally fitted for industrialization, by 
reason of its rich natural resources. With an influx of 
foreign capital and the rising prosperity of the peasantry, 
Russia had every hope of rapid economic progress like that of 
the U.S.A. Indeed, the economic development of Russia in 
the last decade before the Great War was remarkable. 

Socialistic tendencies and numerous limitations make the 
advent of private foreign capital in Soviet Russia an impossi
bility-for there is no security for a foreign investment. The' 
capital actually invested by foreigners is hardly worth 
mentioning (see p. 170). For this reason the Govern
ment undertook the big industrialization scheme at its own 
risk by means of a most drastic financial policy. Crushing 
taxation was the most effective weapon by which the Soviet 
Govenunent accumulated the necessary funds for further 
industrial investment. 
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In the three years (fiscal years :1:925-6, :1:927--8) in the 
whole State industry of Soviet Russia the Government 
has spent about 3,500,000,000 rubles (£370,000,000). The 
total capital investment, which at the beginning of this 
period was reckoned to be about 6,ooo,ooo,~00 rubles, rose 
to about 8,400,000,000 rubles (including investment for 
workmen's dwellings) at the end of :1:928. For the fiscal 
year :l:928--g the new investment sanctioned by the Govern
ment amounts to :1:,659,000,000 rubles (£:1:75,000,000), and, 
in addition, the new investment in State electrification 
amounted to 230 million rubles in :1:927--8 and to about 
327 million rubles in :l:928--g. 

How was it possible to amass these large sums? 
There were many circumstances which helped this gigantic 

financial operation. (:1:) The bulk of Russian State industry 
is of pre-war origin, mostly built up by foreigners, and nothing 
is now paid for its use. New investment is made for the 
most part in the reorganization and improvement of the 
pre-war plant, since only about 4% of the whole output in 
:l:928--g was derived from entirely new factories. Large 
savings are therefore effected by using old plant and old 
sites. (2) The Soviet State saves large sums in comparison 
with the Tsarist Government by reason of the repudiation 
of all her State and communal debt; this was held largely 
by foreigners, and some 250 million gold rubles were yearly 
paid abroad on this account alone. It is very doubtfnl 
whether it was really wiSe to repudiate this debt, for Russia 
lost by it her credit abroad and the urgently needed influx of 
foreign capital; but at the present time this difficult" transfer 
problem," which heavily burdened Russian economics 
before the war, does not exist. (3) The Soviet Government 
saves a good deal by paying ridiculously low salaries to 
its officials (see above, p. 54) in comparison even with 
the modest pre-war salaries. Such low salaries are possible 
only because of the tyrannical attitude towards the official 
class. (4) The dictatorial charader of the Soviet Govern
ment makes possible the highest (and still rising) indirect 
taxation known, which would hardly have been possible 
for any government with parliamentary representation or 
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even for a Russian autocrat. A turnover tax as high as 
4'1% on the average for State retail trade and 5'5% for 
private enterprises I Even- flour and baked bread are 
taxed as high as 2'5% in State enterprises and 3'15% 
in private enterprises, and other rates range from 1·6 to 
17'15%. (5) The monopolistic character of all State trusts 
enables them to charge high prices for their products, and the 
greater part of their net profits thus derived is always left for 
further technical improvement and reorganization. About 
one-half of the new 3,500,000,000 rubles' investment 
represents such allocation of profits. (6) The whole credit 
apparatus of the State has been put at the service of the 
State industry, and even inflation was used for this purpose. 
About 6,000,000,000 rubles have been given in loans and 
advances to State industry and trade at a very low rate of 
interest-8-g%, which is practically .. charitable" credit, 
considering that the Government pays even on the latest 
State loans about 12-14%, and about 3,000,000,000 rubles 
represent net indebtedness over and above their own deposits. 

Out of the new investment of 3,500 million rubles, 3,200 
million rubles have been invested in the industry directed by 
V.S.N.H. (Supreme Council of National Economy,practically 
Ministry of State Industry). The rest has been invested in 
the smaller local enterprises. The new investment (1925-6-
1927-8) was divided among different branches as follows 
(in million rubles): metals, 823 (26%); naphtha oil 
537 (17%); textiles, 490 (15%); coal, 347 (u%); food, 
216 (7%); chemicals, 181 (6%) ; silicate, 145 (5%); 
paper, 104 (3%) ; timber, 95 (3%); leather, 67 (2%) ~ electro
technical, 51 (2%); others, 108 (3%) = tota!3,I64 (100%). 

The new investment for the year 1921H) was sanctioned 
by the Government to the amount of 1,659 million rubles, 
as may be seen from the following table (in million rubles) : 

Group" A .. (viz. means of production) : , 
Fuel {C~al • . . . 

011 • • 
Mining 
Metals 

16x 
218 
28 

450 
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Electrotechnical 28 
Building materials 97 
Glass 15 
Timber 74 
Chemical, "A .. • 124 
Textile, II A " 27 
Exploration, etc. 25 

->--

Total" A" 1,247 

Group" B" (viz. commodities for consumers) : 
Textile 186 
Garments 3 
Leather • 26 
Paper 31 
Chemical, " B .. 23 
Sugar 51 
Other food 44 
Other. U B" 13 

377 

Total" A " and Cf B J) x,624 

Film industry 10 

Reserve . 25 

1,659 

Of this item, 1,185 million rubles will be spent in industry 
belonging to the U.S.S.R. and 474 million rubles in industry 
of the Allied Republics (including 296 million rubles in 
R.S.F.S.R.). In the Allied Republics, building, metal, 
textile and food industries will be the chief recipients. 

This expenditure (1,659 million rubles) will· be applied: 
9·3% for capital renovation; 49.6% for enlargement and 
reconstruction of existing plant; 29'4% for new factories; 
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7.6% for workmen's dwellings; 4·Z% for exploration and 
scientific investigation.1 

The output of the State industry directed by V.S.N.H. was 
(actual figures for the fiscal year z927-8 and z928-9 and 
estimated for Z929-30) : 

19'7-8· 19'11-11. 19'9-3°· 

Naphtha oil (in million tons) • 11'76 13·73 16'23 
Coal ..... 35·4 40 '6 51·6 
Iron ore .. .. 6·0 7.1 10'S 
Manganese ore .. .. 0·6S 1"41 1"74 
Pig iron .. .. 3·3° 4'01 5·50 
Rolled iron .. 3.30 3·80 4·70 
Copper :: .. 2S·3 3S'0 4S·S 
Ploughs (thousands) • • 1,136 1,678 2,690 
Timber (in million cubic metres) 8·7 u'S 18'0 
Cement (in million barrels) . II'g 14'4 22'0 
Window·glass (in thousand tons) 325·1 376'5 480·0 
Red bricks (billions) • • • 1,691 2,880 S.IOO 
Superphosphate (in thousand tons) • 149·8 213'0 475.0 
Cotton yam (in thousand tons) S2. 353 394 
Woollen cloth (in million metres) 96.4 113'2 131"2 
Boots (thousands of pain) 23.6 40 'S 6'"0 
Golosh .. (lIlillions of p.m.) 36·6 4~'Z 53·0 
Sugar (in thousand tons) . 1.34° 1,280 1.070 
Alcohol (in thousand hecto·litres) 1,965 2.270 ... 
Beer (in thousand litres) 3.131 3.420 ... 

The total value of production (wholesale prices) of all 
produce of factories directed by V.S.N.H. amounted to: 
articles of group A (means of production) in z927-8, 4,177 
million rubles, and in 1928-9, 4,993 million rubles; com
modities of group B (for immediate consumption), 6,z87 
million rubles and 7,155 million rubles respectively; totals, 
10,364 million rubles and J:2,I48 million rubles. The most 
important positions are held by the metal industry with a 
total production of 2,Il0 million rubles (I928-9), and the 
textile industry with a total production of 2,851 million 
rubles (1928-9). An important increase was achieved in the 
naphtha oil industry, where the production rose from 415 
million rubles in 1927-8 to 510 million rubles in 1928-9; 
this was stimulated artificially to increase export. 

1 The actual expenditure amounted to about 1.764,000.000 rubles; for 
the year 1929-3° au expenditure of 3,423,000,000 ntbles is planned (in .. 
eluding 1,100,000,000 rublos for the erection of new factories). 
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In spite of these impressive figures all :/»,oductiM is more 
01' less insufficient. Considering the big increase ot urban 
population and the curtailment of imports from abroad, the 
production should be much larger. Therefore of practically 
every cominodity there is an insufficient ~upply, and most 
of the articles produced by the State industIy have to 
be "distributed" among the consumers. A great many 
commodities are proclaimed to be "insufficient," and their 
distribution is conducted with special care. The c0-

operatives of workmen are usually privileged in this respect 
or the insufficient commodities are sent into villages on 
condition that grain sball be given in exchange. 

The production of coal in I928--9 will be quite in
adequate, and some fears regarding the supply of fuel are 
expressed. The production of pig iron is insufficient, and an 
order has been issued to collect old iron wherever possible. 
The production of cement cannot satisfy the existing demand. 
Supplies of bricks, window-glass, iron roof sheets and timber 
for new buildings are also inadequate. Some kinds of textiles 
are never available on the open market and become usually 
an object of speculation. Often for days and weeks soap, 
butter, tea, coffee, boot-soles, etc. are not available in the 
State shops even of large towns. .. Goods famine" is a 
common expression for such a state of affairs, and everybody 
is now accustomed to it. 

The insufficiency of production is clearly seen from the 
per capita figures of the output in the last four years in 
comparison with pre-war production on the same territory : 

1913.1 1925-6· 1926-7. 192~. 1928-9· 

p., capita K,roduction 01 , 
16g·0 Mineral eI (kilogr.) .' 24°'0 :ZOS"O 224"0 249'0 

. Pi~ iron (kiJogr.) 30 '1 IS·S 20'2 22'1 27"0 
Bncks (number) . 'S'3 1"2 9·S II"9 15'9 
Cotton cloth (mems) • 11'6 IS·3 16-8 '1·9 19'1 
Woollen cloth (mems) 0·68 0'45 0·,6 o·~ 0"13 
Linen cloth (sq. mems) I"S1 l"1I 1'19 rIo I'OS 
Sugar (kilogr.). • 9'20 1.40 S·99 8·80 6·80 
Salt(~. . 14'2 10'1 14"0 14"9 IS·8 
Goloohes .) • • 0'20 0'11 0·20 O"2S 0'27 

1 In this official computation the production for 1913 is somewhat under
estimated; on the other band, in pre-war times COPSide!able quantities 
were imported from ablOed. 
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From this table the insufficiency of supply for many years 

of the so-called " restored period" is clearly seen. Quality 
also has deteriorated in many instances. Mter years and 
years of insufficiency in all the most important articles, the 
pre-war per capita production is hardly restored, in spite of the 
fact that there is a greatly diminished import and increased 
demand on the part of a rising urban population. There is 
no need to compare a country so poorly developed as Russia 
with the leading foreign countries; but considering the big 
schemes of industrialization of which the Soviet Government 
makes so much fuss, it is really important to realize how 
much is wanting in Russia to achieve a comparable degree of 
industrialization. 

Let us take figures for 1926-7 for the output of coal, steel 
and pig iron. 

Percent- How many 
o;.~?tin In per- ages of Per head times per 

on centag .. world's in kilo- head more 
tons. of 1913. produt- grams. than in 

tion. U.S.S.R. 

ConI: 
U.S.A. SSg'6 114'0 47'7 5.080 23'9 
England· 226'2 77'5 18'3 5.021 23'7 
France 53'7 120'3 4'3 1.319 6"2 
Germany • ISS'2 110'3 12'S 2.451 II'O 
Belgium • 27'6 120'8 ••• 3.538 16'6 
Soviet Union 31'0 106'7 "5 .1. -

St .. ,: 
U.S.A. 45'6 148'3 48'9 396 16'5 
England 7'7 99" 8'3 171 7'1 
France 8'3 Ilg'S 8'9 204 8'5 
Germany . 15'8 13,,'6 17'0 250 1°'3 
Be1IPum • 3'7 150'9 4'0 478 Ig' 
SoVIet Union 3'6 84'6 3'8 24 -

Pii l"",,: 
U.S.. • 38'4 122'9 48'5 330 16'5 
England '5'8 55'4 7'3 128 6'4 
France 9'4 108'3 u'S '3° II'S 
Germany l2.'7 116'1 16'0 200 10'0 
Be1IPum • 3'8 151'3 4'8 48• 24'1 
SovietUDiOD 3'0 7°'4 3'7 .0 -

In comparison with other countries Russia is much behind, 
not only per head of the population but in the total of all 
kinds of industrial production, vi:. for 1924-5 or 192~. 
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As far as the h.p. used in industry is concerned: Russia, 
3'46 mill.; U.S.A., 40'5; England, 16'0; Germany, 18'1 
mill. h.p.; number of workmen engaged in industry: 
Russia, '2,400,000; U.S.A., 8,300,000; England, 7,600,000; 
Germany, 12,700,000. The average output'of coal per work
man in the Ruhr district in Germany is 360 tons a year, 
whereas in Russia it amounts to only 150 tons a year; in 
other branches of industry _efficiency is even less.1 Still, 
the official Soviet report expresses the view that .. consider
ing the diminution of capital investment in capitalistic 
countries and the increase of its unproductive use, on the one 
hand, and the rapid rise of capital investment in U.S.S.R., 
which is invested according to a plan, on the other hand, 
there is no doubt that the slogan • to d,aUJ level 'llJith the 
capitalistic countries, and then to go ahead: will be fulfilled." 2 

In 1927-8 the total number of workmen engaged in the 
State industry directed by V.S.NJI. was 2,080,000, with an 
average production of 5,240 rubles for each workman. For 
I921H) it is estimated that there are 2,105,000 workmen with 
an average production of 6,153 rubles. It is contended 
that cost of production is steadily decreasing in all branches, 
viz. (1925-0 = 100) -: 99'20 in 1926-7; 93'19 in 1927-8, and 
85'73 (estimate) for I921H). The price at which the produce 
has been sold has also decreased, but at a slower rate, lIil. 

(1925-0 = 100): 97'40,93'70,92'67 for the respective years. 
Nevertheless, in spite of strict orders prohibiting increase of 
wages where there is no adequate increase of efficieney of 
labour, in 1927-8 the wages' bill rose by II% instead of 
7-2% as had been planned, whereas the efficiency of labour 
(average output per workman) increased only by 14'3% 
instead of 17'2%, as had been planned. Therefore, ration
alization was achieved in a lesser degree than was expected, 
and usually the rise of wages went somewhat ahead of the 
intentions of the Government. 

In the official Soviet Statistical Year Book (in Russian) 
for the year 1928 is given a detailed analysis of the present 
~ituation of all State industry separately for each branch. 

I Cf. K."""ftiy, Iliffri, 1928-9, Moscow, 19'9, p. 3758'"1. 
I ibid., p. 383. 
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According to this infonnation for x927-8, the number of 
all State industrial establishments in the Union was: x,625 
establishments belonging to the Union; 975 establishments 
belonging to the Allied Republics; 2,420 establishments 
directed by difierent State departments, and 4,x49 estab
lishments belonging to local administrations, or a total of 
9,169 industrial establishments. The average number of 
workmen engaged in these establishments was: x,295,ooo, 
3x9,ooo, x45,ooo, and 60x,ooo, or a total of 2,360,000 work
men. The gross production of these establishments was 
(in million rubles): 6,337, x,457, x,x35, 3,393, or a total of 
12,322. It would be impossible to reproduce any of these 
details here. 

It should be noted that practically all industrial estab
lishments with an invested capital of more than 250,000 
rubles (£26,300) belong to the State. There are very few 
private or concessionary industrial establishments of a 
similar size. And also the position of the State industry is 
overwhelming. According to the census of 1925-6, to the 
State belong 86·8% of all industrial establishments (includ
ing 14'6% of co-operative type), having gS'6% of the capital 
invested (including X'9% of co-operative type), engaging 
98'0% of all workmen engaged in industry (including 3'9% 
in establishments of co-operative type), and with 97'7% 
of all turnover (including 4'3% of establishments of 
co-operative type). 

The total number of persons engaged in all industry (State 
and big-scale private) in the year x926-7 was reckoned at 
2,849,702 (including clerks),1 and the total turnover at 
X5,839,712,OOO rubles; 40'5% of all workmen are skilled, 
34'1% semi-skilled and 25'4% unskilled. In the same year 
in the petty industries (viz. artisans, etc.), all of which 
practically belong to private persons, 3,994,962 persons . 
were engaged (76'2% of them in rural districts), and the 
total turnover of these small establishments amounted to 
4,614,787,000 rubles (57'5% of them in rural districts). By 

1 On January J. 1928. the total Dumber of persons engaged in all 
industry was 2.924.900. of whom 2.531.900 were workmen. 26S.9OO clerks, 
a:nd U7.000 aervanta, etc.; a8'1% wert! women and 4'8% persons under 
Olghteen. 
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far the greater part of these were shoemakers, tailors, smiths 
and carpenters. 

A peculiar feature is that the real wages of the .workmen 
in Russia have increased in the last two years much more 
quickly than in other countries; viII. "'in 1929 they were 
109'5% of the 1927 level, whereas in U.S.A. they were 
IOI'4%, in England IOO'2%, in Germany I02'2% and in 
France I05'0% of those of I927. There has been given in a 
publication of the League of Nations the index of real wages 
for many towns for April I928, including U.S.S.R. (London, 
July 1924, taken as IOO): here for U.S.S.R. the index is 
given as 52 (according to information supplied by ,Soviet 
Government), in Berlin 75, London I06, Paris 61, Brussels 
52, Rome 45, Philadelphia i95, Lodz 43. Nevertheless, 
the Russian Commissariat of Labour contends that lhe 
real wages of a Moscow workman are now 3% higher than 
those of a Berlin workman it consideration is taken of 
additional bonuses (especiaIIy expenditure on clubs, etc.) 
and shorter hours of work (I ?). 

In Soviet Russia the wages bill naturally influences .the 
cost of production to a great extent. At any rate, the relative 
share of wages in the production cost is much higher now 
than it was in pre-war times. According to an investiga
tion of the Gosplan, at present the price-index of means of 
production is 170 (I913 = IOO), the index of prices paid by 
industry for agriculturaI raw materials is 143, whereas the 
index of wages is on the average 261. The expense of 
of fuel has also risen substantially: from 5'4% of cost of 
production in I9I3 to 7.8% in 1926-7, in spite of great 
technical improvements in this respect achieved during and 
since the war. The price level for agricultural raw materials 
was on the whole very favourable for industry except in a 
few instances. 

Taking cost of production in the State industry 
at IOO, the census of I925-6 reveals that the cost of raw 
materials, fuel, amortization and repairs absorbed about 
70% of the cost, and the wages bill over 30%. In private 
industry wages absorbed only 20% (but this is natura1Iy 
not quite comparable). In the industries of group" A " 
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the wages bill absorbs about 40%, in group "B" about 
I9-20%. At present a very important item of cost of pro
duction consists in taxes, turnover tax and numerous excise 
duties especially. At the same time, prices at which manu
factured goods are sold are kept at such a height as to 
guarantee a certain necessary accumulation of funds for 
further industrialization. 

This is a most peculiar feature of the whole system, and 
the monopolistic character of State industry makes it quite 
possible to .. squeeze" the consumer for the benefit of the 
industrialization policy of the Government. Naturally, the 
possibility of extracting net profits in group" A " are very 
limited, because it would react unfavourably on other 
branches of State industry. Therefore the turnover tax, 
railway tarifis, royalties, etc. are especially low for all 
branches falling under group " A." An opposite policy in 
this respect is applied as far as group" B " and the general 
consumer are concerned. This is also one of the reasons why 
group" A " is more liberally subsidized than group" B." 

The Government regulation of prices of different manu
factured goods is based on these peculiar considerations. 
On the other hand, there is a special bank institution col
lecting a part of the net profits of the State industry and 
redistributing them among the individual State trusts. A 
special Industrial State Bank has been created for this 
purpose and for all financing of State in<iustry. The policy 
of this bank is co-ordinated with the policy of the State Bank 
ofU.S.S.R. . 

§ z. THE FINANCING OF STATE INDUSTRY 

All State trusts and other State enterprises distribute their 
net profits in the following way. After deducting :1:0% for 
income (corporation) tax and 3% for subsidizing technical 
education, 10% of the net profit is left as a reserve fund; 
1:0% must be given to the fund for the improvement of the 
welfare of labourers and other employees (usually such 
funds are applied for the construction of dwellings for 
labourers or of workmen's clubs, etc.); :1:0% is given to the 
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special fund for long-term credits to State industry ,; 25% 
is left for further development and reorganization of the 
respective trust, and not more than 0'25% can been applied 
to bonuses for the employees. This gives a total of 55'25% ; 
the residue (44'75% of the net profit after the deduction of 
10 + 3%, or 38'9325% of the total net profits) has to be 
surrendered to the Treasury as dividend.' On the other 
hand, the Central Communal Bank, which is a State bank 
chiefly for financing municipal trading and housing, applies 
a part of its funds to financing State industry (chiefly for 
erecting dwellings for labourers). The State Insurance 
monopoly, the State Savings Banks and the State. Social 
Insurance apply part of their funds to the same purpose. In 
addition to direct grants of the Treasury (in the fiscal year 
19211-9, 8I1 million rubles from the State and 80 million 
rubles from local budgets) the State trusts receive large 
sums forcoveringlossesfrom the' export of theirmanufactured 
goods abroad (see below). In these items special grants for 
electrification are not included. In the fiscal year 19211-9, 
for this purpose 185 million rubles have been assigned from 
the State Treasury and 36 million rubles from the local 
budgets. 

In these circumstances there can be no question of" prof" " 
or " loss" in the Swiet Russian State Industry. There are 
no such considerations and no such conceptions, and nobody 
can calculate the real" profits" or real" losses" in the sense 
of a capitalistic society. A great part of the profits are 
simply some kind of taxation because of the absolute 
monopoly of the big trusts protected from foreign com
petition by an absolute monopoly of foreign trade. Prices 
of manufactured commodities are regulated by the Govern
ment and there is no f:;rir play of the law of supply and 
demand. Wages are kept at an artificially high level for 

1 nu.. fund i. administered by the Industrial State Bank. and about 
31.~ million rubl .. have been redistributed during 1928-9. 

I The actual amount to be surrendered to the Treasury is somewhat 
lower because there are some further deductions, vir. 4 million rubles 
for sheep breeding, o'g million rubles for improvement of flax culture. 
2 million rubles for special electrification. and 1'1 million rubles for increase 
of output of platinum. The dividend (38'9325% of net profit) is paid into 
the Treasury in four equal instalments during the first four months after 
the confi.tmatioD of the report. 
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purely political considerations and contain a hidden dole. 
Agricultural raw materials supplied to the State factories 
are bought at an artificially low price through special devices 
of the Government (see above). The interests of the ordinary 
consumer are simply neglected and a .. goods famine" is a 
common occurrence.' New investment of capital is applied 
preferably'to the development of the less profitable group 
.. A" than to the more profitable group .. B" industry. 
International political and financial considerations prevail 
in export policy, and the State trusts get orders to export a 
certain part of their production even at a loss, in order to 
procure foreign currency for the State Bank. . .. Charitable .. 
credit is given to the State trusts, and State loans are con
tracted with more or leiS compulsory subscription for the 
same purpose. The royalties! rents, railway tariffs, etc. 
charged are ridiculously low for the State trusts. In 
matters of taxation the State trusts enjoy important 
privileges, e.g. lower rates of turnover tax, etc. The State 
retail trade is organized in such a way as to guarantee full 
profit to the State 'industry and very little is left to the 
State trade (see Chap. VI). Heavy expenditure is incurred 
by the State Treasury for the benefit of the State industry, 
on refrigeration, the commercial fleet, electrification, canals, 
cheap foreign imports, etc., with no adequate compensation. 
Some of the trusts have frequently delayed in surrendering 
to the Treasury the collected sums of excise duty, paying 
hardly any or very low interest for these arrears. For 
instance, the Sugar Trust's arrears have been simply 
cancelled. 

Therefore real profit and real losseS cannot be ascertained. 
In some cases the Government prescribes intentionally low 
prices (i.e. runs certain trusts at a loss and covers their direct 
losses by special subsidies) in order to provide with cheap 
means of production other branches of State industry; 

1 The Russian newspapers lately announced that the newly-built hostels 
for students could not be opened because there were DO pIpeS for water 
and gas available . 

• For instance, the" Gromeft OJ (OU trust in GlOmy) pays a royalty 
o~ 4 ~. 21 cop. a ton of oil output: the," Embanett OJ (Oil trust in Emba 
dIstrict), I r. ~2 cop. As a rule, the chief coal, iron, salt and other trusts 
pay a royalty of only 31 cop. for each ton of actual ou)put. 
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for example, with regard to fuel, or timber, or metals for" 
the State railways. All trusts keep account of their capital 
officially invested in their factories. But the real value of 
the .. capital" can never be ascertained with sufficient 
precision. The makers of these invent<lties were usually 
unable to estimate the true value of all pre-revolutionary 
investment in existing machinery, etc. Occasionally they 
were interested to over-estimate the capital in order to get 
an increased amount of amortization, which is deducted from 
gross profits. On the whole, amortization is comparatively 
high (viz. in 1925-6, 7.6%; 1926-7, 7'1%; 1927-8, 6·8%, 
and 1928-g, 6'5% from capital), and the Commissariat of 
Finance had to fight against exaggerated deductions for 
amortization, for such deductions diminish dividend paid 
to the Treasury, The value of land is not included in the 
amount of invested capital of the trusts and its use is free 
of charge. 

How conipsing the figures relating to the accounts of State 
trusts can be (they are published in the official Press) may 
be illustrated by the following example. The net profit 
of the Paper Trust amounted officially to 23'2% of its 
capital; however, this high profit was derived to a con
siderable extent from selling at an increased price foreign 
paper received from abroad I 

The Textile industry and the Oil industry are responsible 
for the "largest profits, the Sugar Trust and the Rubber 
Trust ranking next. The actual net profit realised by the 
different branches of industry in 1927-8 may be seen from 
the table on page 97 (in million rubles). 

The Timber and the Leather industries of the Union are 
not included, being run at a loss. Although the Coal, 
Mining and Building ind,!stries show a small net profit, they 
are in fact run at a considerable loss, in view of all special 
privileges they enjoy. Still, one has to take into account the 
limitation of prices for their products. The net profit 
derived from the Metal industry is quite inadequate con
sidering the huge new investment (823 million rubles in the 
three years 1925-6-1927-8) and the large grants it gets. 
As a matter of fact, only those industries which supply 
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AMOUNT OF NET PROFITS OF STATE TRUSTS OF THE UNION 

Textile'industry 251'0 

Naphtha oil industry 85-0 
Sugar industry _ 68-7 
Metal industry 65-0 
Chemical and Rubber industries 43-0 
Electro-technical industry 21-0 

Paper industry I2-9 
Coal industry _ 5-0 
Mining industry 1-3 
Building industry 0-3 

553-2 
State industry of the Allied Repub-

lics and local industry 81-5 

634-7 1 

directly the general consumer show sufficiently l~e revenue, 
viz_ the Textile, Sugar, Rubber and in a smaller degree the 
Paper and Electro-technical (electric lamps, etc_) ,industries_ 
In addition, sugar, the textiles and rubber goods pay a high 
excise duty_ A large new investment in the Naphtha-oil 
industry has taken place in the last three years (537 million 
rubles),partly for supplying foreign markets and to undermine 
antagonistic foreign magnates_ No doubt many technical 
improvements in the Oil industry in comparison with the 
chaotic pre-war conditions have been achieved_ Of course, 
only the future will show if all this investment was sound 
and necessary 1 

The State industry of the Allied republics and local 
industry yield a surprisingly low revenue considering the 
magnitude of capital investment_ In the years 1925-6-
I928-9 the total revenue from industry belonging to the 

1 According to the existing rules. of this amount of net profit after 
the deduction of 10 + 3%. only 44"75% (see above) is paid as dividend to 
the State: besides, there is a further deduction of 8 million rubles for' 
specia.lsubsidies; or only 237'4 million rubles were actually due as dividend 
to the State Treasury. As a matter of fact, there have been some anears 
from preceding years and some payments from electric generating stations. 
and therefore the total revenue of 210 million rubles only was expected as 
dividend of the State industIy in the Budget of 1925-9_ 

B 
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Allied republics amounted to 90 million rubles and the 
capital expenditure in the same years to 516 million rubles 
(in R.S.F.S.R., revenue 40 million and expenditure 296 
million rubles; in the Caucasian republics, revenue 5 million 
and expenditure 58 million rubles). • 

Thus the Soviet State spends year after year enormous 
sums on industrialization, but covers this expenditure largely 
by means of indirect taxation and by more or less com
pulsory loans. The role of .. normal net profits" of the 
industry itself is very small indeed, and the .. excessive 
profits derived" are simply the result of the monopolistic 
position of the industry with its manifold privileges. 

At any rate, the State industry, with its total invested 
capital of 10,176,000,000 rubles (not including 4,132,000,000 
rubles operating funds) at the end of the fiscal year 1928-9, 
was for the State a very great financial burden, requiring a 
total capital expenditure of 1,659,000,000 rubles (in 1928-9),1 
and actually paying to the State Treasury in the same year 
a dividend of only 237 million rubles (see footnote on p. 97). 
On the other hand, .. charitable" credit, low royalties, free 
use of valuable sites, tax privileges, etc. have been liberally 
given. The capital expenditure rises very quickly every 
year,' and this is quite natural, because the expansion of 
one branch demands adequate expansion of the others. 
In tum, expenditure on railways, housing, shop premises, 
municipal trading, etc. rises too. 

Still, it should be noted that the State industry pays an 
income tax (10% from net income or 90 million rubles in 
1928-9) and invests another 1:0% of its net profits in State 
loans as a reserve fund (see p. 93), and only 946 million 
rubles will be paid in cash by the State (1928-9) as direct 
subsidy to the State industry.· But even if we credit the 

1 To this item representing capital investment in the indu~ directed 
~ V.S.N.H. (see above) should he added 184 million rubles in industries 
directed by other State departments. 

I !Q, 1925-6. 834; 19~6-7. 1,113; 19~7-8. J,450; 19z8-c}. 1,843 million 
rubles, whereas the dividend due to the State Treasury and local budgets: 
in 1925-6, 108 to the Treasury + 35 to local budgets = 143; in 1926-7 • 
• 05 + 63 = 268; in 1927-8, 243 + 45 = 288; in 19.8-g, 270 + 85 = 355 
million rubles . 

• Viz. 811 million rubles direct grants in cash from the State TIeaSUI)' 
and SS million rubles for covering _ of .. uuprofitable export"; the 
remaining 80 million rubles are paid in grants in cash to local industry 
from local budgets. 
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State industry with all its payments into the Treasury (the 
full amount of income tax, 90 m. r.; subscription to loans, 
90 m. r.; dividend paid by the State and local industry, 
335 m. r.; repayment of advances 9 m. r.), we find that all 
these payments amounted to 544 million rubles, whereas the 
direct grants of the State and local Treasuries paid in cash 
amounted to 946 million rubles. Thus in the budget of 
Z928-9 the State industry has received from the Treasury 
a net grant of 402 million rubles in cash, l to which should be 
added the net grant for electrification, 2Z0 million rubles, I 
or a total net grant of 6;[2 million rubles paid in cash over and 
above all payments received by the Treasury from the State 
industry. 

We shall see later that in z928-9 the State trade apparatus 
required also a net grant of X38 million rubles, the transport 
and postal service net a grant of 425 million rubles (including 
State railways, 283 million rubles), housing (this being chiefly 
expenditure on dwe1liogs for labourers) a net grant Of Z48 

million rubles. The total amount of all net grants of the 
Treasury to State industry, State trade, State transport and 
State housing amounted to 1,322,000,000 rubles in the fiscal 
year z928-9 (1,035 million rubles in X927-8). Moreover, the 
net expenditure on agriculture amounted to 499 million 
rubles in x928-9 (340 million rubles in z927-8). Thus, the 
whole net expenditure of the _Treasury on the different 
branches of national economy, allowing for all revenue 
derived from it, amounts to 1,821,000,000 rubles 
(Z,239,ooo,ooo rubles in z927-8).1 

The whole State domain was able to cover this enormous 
expenditure only in a small degree; viz. the net revenue 
derived from the State forests (223 million rubles), municipal 
enterprises (Z07 million rubles), royalties, rents and con
cessions (96 million rubles), and net profits of the State banks 
and State insurance monopoly (26 million rubles), or a total 
of 452,000,000 rubles (489 million rubles in 1927-8). To 
cover this deficit of z,369,ooo,ooo rubles (1821 m. r. minus 

1 In 1925-6, 82 m. r.; in 1926--7. 106 m. r.: 1927-8. 216 m. r.; thus 
with every year the net grant increases rapidly. 

• In 1;925-6. 7S m. r.; 1926-7.111 m. '.i 1927-8, 167 m. f, 
• Kott4rolft'" liffri, 1928-9, p. 518 .. 
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452 m.) an issue of State loans to the net amount of 
507,000,000 rubles was necessary, and taxation pure and 
simple to the amount of about 862,000,000 rubles had to 
be applied (in I927-8, deficit 885 m. r., covered by loans 
407 m. r. and by taxation 478 m. r. ~ in 1926-7, 217 
338 m. r. respectively). 

This situation cannot improve in the immediate future, and 
increased taxation and new loans will follow (cf. Chapter IX). 

The above items do not include financing of national 
economy by the credit apparatus of the State. The net 
financing, i.e. new advances over and above deposits, 
amounted to 683,000,000 rubles in 1928-9 (852 m. r. in 
1927-8), viz., 348 m. r. to industry and electrification, 100 
m. r. to trade, 10 m. r. to municipal enterprises, 120 m. r. 
to housing, 125 m. r. to agriculture = 703 m. r. In addition, 
the Industrial State Bank (cf. above, p. 94) advanced about 
375 million rubles to the State industry. 

In short, this policy of the utmost industrialization where 
the greater part of any further investment is covered by 
taxation is a very difficult and artificial process, especially 
because the expansion of industry naturally creates multi
farious and heavy additional expenditure for the State. 
Under no circumstances can this huge investment yield a 
revenue large enough to meet the interest actually paid by 
the State on loans contracted for industrialization (liis. 
II'4-14'4% per annum, which was the actual cost of the last 
loans of 1926--28), unless the balance is to be covered sooner 
or later by further increase of taxation. There is no chance 
even of paying the full amount of intere6t charged for credits 
given by the State credit apparatus, although the 8--.9% per 
annum charged in this case is very low and means charity 
under Russian economic conditions. Yet a net revenue of 
8-9% on the present investment of the State industry is 
hardly credible in the near future. This charity was possible 
only because millions of "chervontzi .. (notes of the State Bank) 
were issued with practically no cover behind (see below) for 
granting credits to the State industry. The same charity 
exists in the tax privileges of the State industry. The 10% 
income tax yielding about 90 million rubles a year is a 
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ridiculously low amount considering the fact that the State 
department administering the State industry (V.S.N.H.) 
alone requires a yearly expenditure of 35 million rubles, and 
the professional schools of the State industry II million rubles. 
Moreover, the State Planning Commission (4 m. r.), Statistical 
Department (20 m. r.), theControlDepartment (7m. r.), Com
missariat of Trade (21 m, r.) and the Commissariat of Labour 
(IO m. r.) are State departments which devote by far the 
greater part of their work to serving the requirements of the 
State industry-a work which in a capitalistic society would 
have been paid for by the industry itself. 

There is no other fund out of which the necessary means 
for capital investment can be collected as savings of the 
nation, be it a commuuistic or a capitalistic state. Savings 
of the nation may be collected by a free process of capitalistic 
accumulation, or by compulsion, i.e. taxation, as is done in 
-Soviet Russia. But even here there exists a certain limit, 
for the standard of life of the population cannot be reduced 
below a certain minimum. The economic history of the 
Great War has shown that artificial expedients can help 
for some time or even for three or four years, but-no Govern
ment is able to extract from the national economy more than 
a certain and very limited amount of annual income and 
annual saving. Only borrowing abroad out of foreign 
savings became the uUima ratio or mobilization of foreign 
assets belonging to its own nationals. Now the Soviet 
Russian Government tries to convince the whole world 
that it is able to increase industrialization to fabulous 
dimensions without foreign help, by its own financial skill 
of manipulation and rational planning, creating happier 
conditions for all workers. 

In a country like Russia, where the average income of the 
population is only 186 rubles (£I9) a year and no big private 
fortunes exist, more or less large savings can be obtained 
only at the cost of great hardships and privations. Taking 
away on the average about 27 rubles a year per head of the 
population in taxes pure and simple, and applying a sub
stantial part of this revenue for schemes of rapid industrial
ization, the Soviet Government inHicts great privations on 
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its population. No doubt, to a great extent it is achieved 
only by rigorous measures of military force, namely, by the 
fiercest taxation of the middle and well-to-do peasant, by 
under-paying the terrorized salaried class and by robbing all 
other non-privileged classes. By squandmng doles to the 
factory workers (and they constitute a small minority)' and 
by bribing another minority, viz. the " poor" peasants or 
communist satellites, the Soviet Government is able to 
pursue its great socialistic schemes of rapid industrialization. 
The neglected or oppressed part of the urban population, 
though in the majority, is powerless to resist or is taken up 
with the anxiety of eking out a mere existence. From time 
to time "counter-revolutionary plots" are discovered by 
the political police and are suppressed in bloodshed. The 
many fires which mysteriously occurred in some of the 
big State factories lately are explained in the official Press 
(Isvestiya,'september x9, x929) as.probably acts of" counter
revolutionaries." The peasantry is too widely dispersed 
for united action, but one often reads in the Soviet news
papers that "beastly Kulaks" (" ozvereloye kulachyo") kill 
the collectivists, or set fire to collective farms, or instigate' 
the .. unconscious" masses against Soviet measures. 

The peasantry resist subscription to State loans or en
trusting their savings to the savings banks. In spite of this 
opposition the Government is able to collect the necessary 
funds for its industrialization schemes. We have seen that 
a total deficit of some x,369,ooo,ooo rublesayear had to be 
covered. It will rise in the next few years. But there is 
still an actuaI possibility of forcibly extracting such sums 
from the non-privileged classes without totally ruining them 
and without lowering favours to the satellite minority. 

This is the peculiar position of Russia, with its great 
natural resources and enormous unorganized manes of 
peasantry. The latter can be easily exploited for the benefit 
of a privileged minority .•.. 

Of course, the great question remains: 1IJ01Ald MI the "lwIe 
1 The total number of workmen in aD State factories is '.360._ (see 

above, p. 91): including membera of their families they tepftOODt a 
population of about 7.500.- peIlIODS or about s% of tile tatal population 
of the Soviet UDioD. 
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Russia# Mticmal ecD1fOmy prosper much better, i.e. total 
national income rise, the peasanby have substantially 
larger and better-paid production, indusby employ more 
labourers, achieve larger output and satisfy more com
pletely the needs of the population, the population have 
access to cheaper foreign goods, etc., if theYe were /I Govern
mem which, insteatl of tJttempting trememlous experimmts III 
home /lnd /lSsuming /1# /lrrog/lnt /JUitude Jow/lrds all other 
Governments pf the world, could g/li# the support of the 
.. C/Jpitalistic" Mtions. The Russi/l# experimem is not omy 
/I set-b/lCk to the ecOffOmic welfare of the Russi/l# MtiOll-in 
twelve years of Soviet rule hardly the pre-war standard of 
per head production is maintained, and no sufficient food 
in the towns or any other commodity in general is available 
in the pre-war .. granary of all Europe "--it is a great 
ecoffOmic blow to Western Europe /IS weU. The whole policy 
of industrilllizlltiOff is directed towards elimiMting Europe/J# 
industrilll supply i# the immedillte future Ilt wn.tever cost, 
and Soviet Russia# dumping and mcmopoly of foreig# trade 
are used for lI{Jgr/lvllting the ecD1fOmic troubles of western 
Europe from purely politic/ll considerlltions ! 

The economic difficulties and the burden of industrial
ization would have been much less if the Soviet Govern
ment had, in the first instance, increased production of con
sumers' goods (industry of group .. B ") and given access 
to agricultural machinery, etc. to all groups of peasantry. 
But political considerations prevail, and the Soviet Govern
ment hopes to overcome these difficulties by means of drastic 
measures and terrorism. 

However, from a purely technical standpoint the Soviet 
Russian indusby is rationalized to a great extent, and many 
improvements have been introduced. The output is rising 
very quickly, but is hastened artificially and is effected by 

. terroristic pressure. It is a new and common expression 
in Russia now that the Red directors .. force quantities" 
(gOffyal poody), because insufficient output will be considered 
as sabotage by the directors and engineers, and this may mean 
years of prison oreven capital punishment. Almost every day 
the Soviet newspapers publish accounts of wholesale trials of 
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these "responsible" people" undermining" industrialization. 
Three big trials of this kind were held at the same time in 
respect of officials of the Iargest Soviet enterprises (Sept
ember :(929): the Shipbuilding trust, the" Red Profintern " 
in Briansk and the Leather trust. In 13riansk defective 
locomotives and railway cars have been supplied to the 
State railways, and many similar abuses going on for 
two years have been discovered. The directors .. forced 
quantities," and 22 persons were put on trial. • . . The 
Railway department reported lately that U'2% oflocomotive 
axles and u'7 of boiler iron supplied by State metal factories 
in :£92B--9 were discovered to be defective, and railway 
disasters have resulted. . . • 

The quality of production is decreasing aIarmingly, and 
many times the official Press insisted on drastic intervention. 
Still, here not only" forcing quantities" influences deteriora
tion of quality, but also the incessant orders .. to lower cost 
of production." 

We have seen the disastrous results of the abolition of 
differentiation in workmen's remuneration by the law of 
;[9:£8. 'The number of skilled labourers diminished greatly. 
The communist leaders understood their mistake long ago, 
and with the NEP great stress was laid on artificially stimu
lating the efficiency of labour and quantity of output. 
Therefore, wherever possible the system of piece-work wages 
has been introduced. This was the most powerful device for 
increasing production, although it was, of course, contrary 
to socialistic conceptions. At any rate, the constant increase 
of output and consequently higher earnings of the working 
class is a direct result of piece-work wages. Moreover, 
special funds have been created for additional remuneration 
in return for output which is over and above planned 
figures, and for improvements in production. Unfortunately 
quality has naturally suffered by these measures. Therefore 
special contests are organized by which individual workmen 
receive prizes for best achievements. Considering all these 
devices, one cannot help thinking that in Soviet Russia 
exploitation of the workman is practised in various and most 
ingenious forms. • . • 
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Labourers are invited to suggest all kinds of improvements 

and inventions. As a matter of fact, some very fruitful 
suggestions have been made, but at the same time hundreds 
of useless pr.oposals are constantly pouring into the offices of 
the factories. Often this means a burdensome matter for 
the engineers, because insufficient attention to labourers' 
inventions is dangerous. Lately, after four days of hearing, 
the Moscow Court sentenced a highly qualified engineer 
to six months' imprisonment (probational for two years) 
because he had sent a sealing-wax purifier invented by a 
labourer for test to a State distillery and did not take pains 
to pursue further inquiry about this useful invention. Three 
other people, among them one professor and one jurist, have 
been tried together with this man for not having paid 
sufficient attention to labourers' inventions in the Central 
State Distillery office. 

Nevertheless, the chief difficulties are not with the tech
nical side of production. The terrorized spetd engineers 
try to do their best, but there are plenty of Red directors and 
ordinary workmen fully devoted to the Soviet regime and 
willing to sacrifice themselves for the communist.cause. The 
chief difficulties are much more with the economic side, 
namely, with.the impossibility of lowering cost of production 
beyond very narrow limits. The great crusade for low cost had 
disappointing results. Partly this is due to the decrease of 
workmen's discipline and to absenteeism, for which drunken
ness is largely responsible. 

Now (October I929) the chief Red directors have been given 
dictatorial powers over all matters of workmen's discipline 
and all administration. They will not be obstructed any 
more, in case of dismissals, etc., by the opposition of the 
local .. cells .. or the trade unions, who may only appeal to 
the superior organs. It will be seen whether this reveISion 
to hated capitalistic methods will help much or create new 
dissensions. . • • 

Another measure of the greatest importance is the intro
duction of an uninterrupted week and a seven-hour day. An 
uninterrupted week means permanent production with no 
Sunday or fixed holiday. The different shifts of workmen 
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work five days and get a free day, and the shifts are arranged 
in such a way as to guarantee permanency of production. 
An important consideration in introducing this measure was, 
that it was an attempt to decrease unemployment, which is 
abnormally large, and to help to reduce co~t.l On the other 
hand, the half-day on Saturdays was the least productive, 
and the new five, or. rather seven full days a week are 
naturally more economical. The number of holidays has 
been reduced too and all religious holidays have been 
abolished. The workman's earnings are not lowered by 
this measure, and on the average he has not actually to 
do more work in the course of a year, although such questions 
have been raised in some factories. 

The same system of an uninterrupted week is now gradu
ally being introduced in State departments, but here again 
the office workers came off w.orst with a prolonged day. The 
State shopswill be open seven days a week too. Now there are 
shops open twelve hours a day with an uninterrupted week. 

It is planned to adopt a similar system in schools (with 
holidays after each third and second day alternately), and 
thus educate all children "at a smaller cost and more 
rationally." By this means in Moscow alone 75 school 
buildings will be saved. An old Russian proverb says rightly 
" Golj na vydumki hilra" (the naked, i.e. he who has nothing, 
is inventive), which is more drastic than the English; 
" necessity is the mother of invention" II ! 

The seven-hour day is gradually being introduced in 
Russian industry as a means of reducing unemployment, and 
the six-hour day has been projected for many industries, 
fuus necessitating three and four shifts,' where more people 
can be employed and better utilization of working capital 

1 An official circular letter of the Central Committee of the Communist 
party (September 1929), ordering introduction of an nninterrupted week, 
recommends that it should be explained to workmen that this system 
.. increases utilization of working capital. economizes new investment. 
accelerates lowering of cost of production and helps to better' the position 
of the labouring class and the cultural education of the masses. It will 
reduce unemployment and increase the number of skilled labourers." • .. 
.. The class enemies of the proletarian dictatorship will undoubtedly try to 
discredit this measure by arguments of old habits and prejudices, including 
religion." and an energetic tight against such class enemies is ordered . 

• For instance. in cotton mills with the eight-hour day. 75% of the 
JaboureIlJ worked in IrtJo shifts: since the introduction of the seven-hour 
day, 61% of the labourers worked in /It ... shifts (March 1928). 
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achieved. But there is the great difficulty of getting the 
necessary number of skilled labourers and engineers, and 
fears are e.'lCpressed that the situation will become acute. 

Already, the President of the State Planning Committee 
of the R.S.F.S.R., Levin, has declared in his official report 
(September 1:929) that there is a shortage of 35% of highly 
qualified engineers and 37% of lower grade engineers, and 
next year (1929-30) there will be a shortage of some 80,000 
skilled labourers. Therefore he proposed to introduce 
measures for the training of great numbers of skilled workmen 
in the shortest possible time. 

The percentage of qualified labourers has decreased from 
1925 to 1:927 (from 42'7% to 40.6% of all labourers), and 
this is especially noticeable in those branches of industry 
where the present remuneration has risen in a lesser degree 
,in comparison with 1913, or where it has been difficult to 
raise it substantially (chiefly group " A," where low prices 
are ordered). On the other hand, from- political considera
tions increase of wages for "not sufficiently remunerated" 
(otstaliye) branches has been widely advocated and some 
levelling for all workmen aimed at. The natural result is 
that the difference in wages in V2!ious branches is less 
pronounced than in pre-war times, except miners, who are 
comparatively worse off. But difficult and skilled employ
ment becomes less and less attractive. Being compelled 
to accept labourers through the official labour exchanges, 
factories often prefer to apply for temporary labourers, 
whereas highly skilled workmen usually avoid temporary 
employment. Moreover, many skilled labourers have been 
promoted to higher posts in administration, or having 
entered the workmen's faculties (special universities for 
selected labourers) 1 are lost for manual work. At the 
same time, figures concerning training of qualified and 
semi-qualified engineers show a reduction in the la~t few 
years. 

The dependence of industrial administration on the work
men is one of the most serious obstacles to genuine rational
ization. The new regulation by which the chief Red director 
has dictatorial rights is very difficult to apply fully in practice 

1 See Huper. p. "« f. 
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in present Soviet circumstances. At !Illy rate, in branches 
of industly where the wages bill plays an especially important 
role in cost of production, a reduction of such cost, if possible 
at all, was especially difficult. Such was the position with 
group "A." For some time cost of production even in
creased, but later decreased, so that in the last three years 
there was a decrease of about 2%. With group" B " cost 
of production decreased about 9%. This achievement is 
much below official expectations and instructions. 

Therefore, serious achievements in reducing cost of pro
duction for the immediate future are not likely, and all 

. devices of an uninterrupted week, seven-hour day, prizes, 
etc. cannot have any appreciable effect because saving in 
fuel, etc. will be counteracted by lower quality, difficulties 
with raw materials, unskilled work, etc. A further increase 
of wages in group" A " will probably be necessary in spite 
of the policy of raising wages only where cost of production 
has been lowered. 

In tltese circumstances prices will remain probably just as . 
high and as exorbitant as they are now. On the average, 
wholesale factory prices of consumers' commodities are 
1:98·S% of pre-war level, and for goods of group " A "-
164'0%; of coal 170'3%, of macbinery 226'4%, of textiles 
192'4%, of timber 237.6%, of window-glass 261'1%, of 
building materials204'S%, According to an investigation of 
the Moscow Conjuncture Institute, wholesale prices in 
Russia, taking 100 for the year 1913, differed from those 
in foreign countries as follows : 

WHOLESALE PRICES IN OTHER CoUNTRIES IN CoMPARISON 
WrTH PRICES IN RUSSIA 

Countries and Year. Agricultura1 Industrial All com~ 
products. products. moditiea. 

1913 . 140 6, 93 
Engla.nd 19'7 • 'io 4' 77 

1908 • . 140 39 74 
1913 . 143 55 8g 

Germany 19'~ . 134 36 70 
192 • 140 39 74 
1913 . . 14" 59 91 

U.S.A. 19'7 • 1Z9 40 7" 
1928 . . "9 43 7i 
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It follows from this table that in post-war years the 

difference in price of agricultural produce abroad and in 
Russia in comparison with pre-war prices altered compara
tively very little, t.e. abroad they are about 40% (in America 
29%) higher than they ~ and were in Russia. On the 
other hand, in respect of industrial products the positi~n has 
altered substantially, wholesale prices in Russia being much 
higher than they used to be. In other words,for an industrial 
product for which a Russian paid in pre-war times 1;00 units, 
an Englishman paid 62 units, or about two-thirds; now for 
an industrial product for which a Russian pays 100, an 
Englishman pays only 39, or about one-third. 

Of course, all such comparisons are very conditional, but 
perhaps even this calculation is too optimistic, because 
wholesale prices in Russia are often prices for privileged 
consumers only. 

Analyzing Russian prices we should not minimize the 
hidden taxation or artificial monopolistic increase; but in 
fact they are contained almost exclusively in retail prices, 
chiefly in group" B." On the average, retail prices were in 
19z8-g about 207 (1913 = 100). 

§ 3. CONCLUSION 

In conclusion, we may say that the Soviet Government is 
running its huge industry at a loss, taking into account the 
many privileges, free use of land, " charitable" credit, low 
royalties, etc. At any rate, the actual dividend paid into 
the State Treasury is ridiculously low. in comparison with 
actual investment and working capital. Moreover, this 
dividend is derived from a very few branches of industry 
and represents to a great extent high indirect taxation of 
the general consumer (about half of this dividend is derived 
from the textile industry). The wholesale factory prices 
are exorbitant and compare unfavourably with pre-war 
Russian prices and with post-war foreign prices. Great 
pressure is brought to bear to reduce prices of agricultural 
products supplied by the peasant, whereas that unfortunate 
individual has to pay comparatively high prices for indus
tria1 products. The industria1ization policy is a great 
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economic and financial burden for the country, and the 
interests of the general consumer are neglected. The supply 
of most indispensable commodities is absolutely insufficient. 
In a great many branches of industry even the pre-war 
standard of production per head has not)ret been attained. 

No great improvement in the situation is likely in the 
immediate future. Real wages are higher than in pre
war times, but in spite of reduced hours of work, exploita
tion of the workman is very marked. Unemployment is 
extremely high and absorption of superfluous workers is 
achieved to a very small extent. The Government was 
compelled even to apply such extraordinary measures as 
an uninterrupted week with no Sunday or other fixed 
holiday and with increased shifts, although in the long run 
they will probably become quite economical and yiel<J: 
larger profits. There is a great lack of skilled labourers, 
and especially of qualified engineers, and the situation in 
this respect is alarming. The position of qualified engineers 
is precarious. The output is often of bad quality, and some
times the system of .. forcing quantities" prevails. The 
workmen's discipline is· greatly complained of and· the 
prevalence of drunkenness. Competition of private capital, 
although not forbidden since the introduction of NEP, was 
crushed by exorbitant taxation. 

Still, there is a great enthusiasm among the working 
classes and a real interest fof the socialistic cause. The 
communist leaders understood how skilfully to agitate 
among these masses and to convince them that in no country 
in the world do the great masses of the people live under 
happier conditions.' The severest censorship in Press, 
literature and kinema prevents the spreading of true infor
mation about the .. capitalistic states." Mr. Ramsay 
MacDonald and all other .Labour leaders in foreign countries 
who have not accepted the communist faith and directions 

I How ~ is the belief even among Russian university students of 
·the perfe<>t sublUsation of the Labuur claos in capitalistic COUDtrieo may 
be demo_ted by the fact. that they banIly believed in the existeDce 
of a high income tax in countries where .. the capitalists rule:" like 
England. U.S.A .• etc. .. Well." ez:claimed ODe commUDiat atudent girl 
in my class, .. by taxing themsel_ the capitalist IlIlm& limply aim .~ 
co.IIec:tiDg money for the polico fon:e." • • • 
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of the Third International are every day denounced as 
traitors to the Labour class in the official Press, meetings, 
university and broadcast speeches. Russian workmen and 
peasants are taught every day that the capitalists of the 
whole world and their Governments plot military inter
vention and subjugation of the Russian labourers and 
peasants, and they are invited to rally round the only true 
protector of all toilers, the Communist Government, and 
to defend it to the last drop of their blood. Military pre
parations are going on on the largest scale, and the Russian 
workers are admonished every day to help increase military 
protection. • . • The present sufferings are always described 
as temporary, and the Communist Golden Age is promised 
very soon, namely, with the imminent fall of the capitalist 
regime in the rest of the world. • • • 

The communist leaders have shown great skill in arrang
ing clubs and entertainments for the workmen and peasants 
coming into the cities. Millions are spent for this purpose, 
and intensive agitation is carried on by this means. All 
the best that the Russian theatre is able to produce is. 
shown to the labour masses, and they fill the houses in big 
crowds. Entertainments and kinemas are free of charge 
or as cheap for a workman as a couple of eggs or as a bottle 
of milk, but very expensive for the non-privileged classes. 
Every efiort is made to show respect and reverence for the 
new Sovereign, the Workman, who reigns ... but does 
not rule. For insufficient respect shown to a humble 
labourer, inventor of a sealing-wax purifier, highly qualified 
engineers may be sent to jail for months I 

The great new faith is propagated: those who do not 
follow are excommunicated, and the political police 
administer the necessary purification. • . . On the other 
hand, proselytes of the masses are, as are all ignorant 
proselytes, fanatic. 

It would be a calumny to say that the communist leaders 
themselves are forcing their experiment for selfish motives. 
As a rule, they honestly believe that they· are striving to 
save humanity and to improve the lot of the "masses" 
throughout the world. Most of these leaders have sacri-
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ficed their youth and their health and sat for years in 
Tsarist prisons for their ideals, and there can be no question 
of selfishness-if it be conceded, that ambition and desire 
for power are not attributes of selfishness. • . . Naturally, 
they understand the insincerity of their agitation and mass 
propaganda, but they consider it as a means to achieve 
better and everlasting ideals. 

Nevertheless, people with the best of intentions may do 
great harm and inflict terrible hardship when they are in 
power and have at their command the deadliest weapons of 
a twentieth-century army. The Soviet communists care 
not for tradition, for individuality, for private freedom, for 
free thinkjng, for evolution, for private initiative, or even 
the right to breathe, if it is not advancing their ultimate 
aim. . • • They want sociaJjsm, and nothing else interests 
them: fiat socialismus, pereat mundus I 

§ 4. THE PLANNING OF NATIONAL EcONOMY 

Their most convincing argument is the planning of national 
economy as opposed to chaotic capitalistic production. Un
fortunately, the Soviet Government has not shown how 
rational planning can be successfully carried· out, even in 
Russia, economically poorly developed, yet so richly.provided 
with natural resources! And if not in Russia, how much less 
in the whole world! ... It is not because the Russian 
bureaucracy is much too inexperienced or unprepared for 
the gigantic task. No, the problem is really so utterly 
insuperable that perfectly rational planning would cost 
almost as much as its execution. It is not only a question 
of simple calculation and so-called " Control figures" pre
scribed by the Government, it is a task of executing all 
details according to a definite plan. Moreover, such a 
plan must be based on the strictest calculation of the future 
demand, and this demand must be strictly standardized 
and reduced to very simple units (so much per head for 
each commodity). No individual saving or individual 
prodigality would be tolerated. In a capitalistic society 
demand and supply are reduced or stimulated according 
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to the rise or fall of prices. Of course, in case of a sudden 
mishap disturbing the equilibrium of the pIan, orders might 
be given to reduce supply or to stimulate increased con
sumption, or, as is done in Soviet Russia (unfortunately, 
sufficient supply of commodities is a rare occurrence there), 
to lower prices. But money exchange and planning of the 
whole national economy are incompatible. There might 
be and always will be some saving on the part of one and 
postponed but increased spending on the part of another. 
In a capitalistic society, adaptability, and especially re
sponsibility for excessive supply or reduced demand, lies 
with the individual, with the MmO sapiens economicus. 
In a socialistic State this adaptability is, as is shown by 
the Russian experiment, extremely difficult, and one asks 
oneself if the capitalistic State, with all its defects and 
wrongs, does not solve in a better way the problem of 
rational supply than in practice is possible- by .. State 
PIanning." And, al?ove all, pIanning must in the first 
instance prescribe a strict amount of agricultural produce 
and raw materials, and here humanity has not yet solved 
the problem, for great fluctuations in production-are inevit
able for many generations to come in spite of the erection 
of big .. grain factories." 

At any rate, the Russian experiment proves that State 
PIanning is very seriously affected by the vicissitudes of 
crops. It is true that in Russia good or bad harvests always 
affected the whole economic life of the country in a most 
decisive manner. The fiscal year in Soviet Russia is there
fore fixed according to the agricultural year, viz.- from 
October I till September 30. For a. long time the Com
missariat of Finance strongly opposed these dates because 
correct planning of the State budget becomes an impossi
bility. The budget is planned at a time when the results 
of the harvest are not yet known. The obstinacy of some 
of the Soviet rulers, who contended that only an agricultural 
year represented an economic unit for Russia, prevented 
any alteration in this inconvenient date. 

As a matter of fact, -even the State budget of Soviet 
Russia was never ready in time to serve as a .. pIan." The 

I 
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budget for 1925-6 was confirmed by the Government on 
the 25th April, 1926, viz. seven months after the beginning 
of the year; the budget for 1926--7 was five months late 
and was confirmed on February 23, 1927. Now the State 
budget will pass much quicker, but only"ecause a law was 
passed in 1928 (n for speeding the State budget ") prescrib
ing that all figures in the projected budget were to be inserted 
without ,producing detailed plans, and that the plans were 
to be adapted to lump-sum grants sanctioned in the budget 
law. All expenditure on the different branches of national 
economy will henceforth be given in lump sums; expenditure 
on administrative departments will be given in the figures 
of the preceding year with lump-sum cuts (for instance, the 
sa1ari~ bill to be reduced by a certain ~centage); 
explanatory memoranda should be shortened and simpli
fied. Naturally, with such approximate planning the 
budget bill can be sanctioned without too great delay. . . . 

In spite of the fact that the budget for 1926--7 was sanc
tioned five months after the beginning of the year, the 
error in calculating revenue was 4'7%, or 232 million rubles. 
The expenditure was 44 million rubles less than had been 
provided for in some grants and 299 million rubles more in 
other grants, including additional grants of 125 million 
rubles for railways and 42 million rubles for additional 
financing of national economy. In 1927-8 additional 
estimates amounting to 216 million rubles were required, 
chiefly for financing national economy and railways. 

Even the State budget cOflld not be d,awn up with reason
able accu,acy I In no way is the Commissariat of Finance 
to be blamed, because perfect planning with the big item 
for financing national economy is hardly possible. Accord
ing to law the Commissariat of Finance could simply refuse 
all additional grants, and the State industry and trade 
might have applied for greater appropriations from the 
State banks; but the logic of facts is stronger than all laws 
and provisions. • • • 

In the budget the Commissariat of Finance had a com
paratively simple planning problem to solve, simply a 
question of maximum lump-sum grants for certain kinds 
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of expenditure. Often these sums are very large. For 
instance, " Financing of State Industry of the Union planned 
by V.S.N.H.-614·7 million rubles." 

The planning of the State industry, showing quantity 
of output and relations between different branches, is a 
most complicated task. As far as the industry directed by 
V.S.N.H. is concerned, these plans are worked out by 
V.S.N.H. and reconsidered by the State Planning Com
mittee (" Gosplan "). Such" Control figures of national 
economy" elaborated by the State Planning Committee 
for all branches of national economy, including private 
trade and industry, are ultimately confirmed by the Govern
ment, naturally not without considerable delay. They 
serve as "the fundamental economic plan of the country 
to which all other partial economic plans are subordin
ated" (see preface to " Control Figures," 1928-9). 

Such "control figures" are published every year and 
represent an interesting and important publication of about 
700 pages, containing valuable statistical information and 
detailed surveys of different branches of national economy. 
For each of them there are given statistics for the last three 
years and the .. control figure .. for the planned year; for 
instance, .. the output of coal: 41,IIO,OOO tons in 1928-9." 
Explanations are given as to the actual position of the 
leading industries; hopes or fears are expressed about the 
situation, and the attention of the Government or the re
sponsible departments is called to desirable improvements. 
All the necessary information is received from the respective 
departments. 

To call these .. control figures .. a plan such as would be 
elaborated for a socialistic society is a great mistake. They 
are interesting and useful " estimates," and hardly anything 
else. Those who, like myself, for years have watched the 
technique of compiling-" control figures" know that the 
greatest importance in official circles is attached to the 
question, .. Will the total industrial output rise by 16 or 
20 or 22? " and this question will be debated in endless 
meetings. Another question of the greatest importance 
is, .. How much per cent. should the average cost of pro-
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. duction decrease?" The third question is,." How many 
millions' should be assigned in the given year for industrial
ization and electrification? .. 

Prolonged debates and endless meetings requiring hundreds 
of spetn experts follow. Many experts \aw their position 
depending upon the accuracy of these "control figures." 
and had to rely upon their gift of prophecy I 

However, some of the estimates are surprisingly correct. 
For instance. the value of all output of the "Census" 
induStry (industrial undertakings with over 15 labourers) 
had been predicted for 1927-8 to rise in comparison with 
the preceding year by 14'3%, and in reality it rose by 
21·6%; the value of production of large-scale State industry 
by 15·8%, and in reality it rose by 22'3%; the transport of 
goods by rail to rise by 14.8%. and in reality it rose by 
II%. Mistakes of such a small percentage are quite natural, 
and calculations of the value of,actual output can never'be 
exact, although in predicting lump sums the economic law 
of long figures helps. Happily, these mistakes are perfectly 
harml~. ' 

Only with the budget and the State credit apparatus 
serious mistakes in estimates have grave consequences, 
because they necessitate additional unforeseen expenditure 
and even inflation; and especially in this respect the Gosplan 
was much l~ fortunate in its predictions. For instance, 
the Gosplan estimated the increase in the State net budget 
at 16'3%, wliiIe the actual rise was 34'2%; the increase in 
the issue of bank-notes was predicted as 14'3%. and in 
reality it was 19.8%, and instead of the predicted increase 
in the bank deposits by 17.6% they actually rose 9'0% 
only. 

The greatest practical importance of "control figures .. 
consists in indicating the maximum amount of State sub
vention and of maximum financing of the State industry 
through the State banks. Over this issue there is a con
stant struggle between the Commissariat of Finance, which 
is naturally optimistic and interested in lowering its share, 
and the Supreme Council of National Economy (V.S.N.H.), 
which is pessimistic and continually insisting on increased 
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grants and finance. The Gosplan usually holds the golden 
mean, but is inclined to support rather the views of V.S.N.H., 
and for some time even advocated inflation. 

A few persons of the highest official standing in the 
Government and the Communist party decide "control 
figures" after listening to the declarations of the interested 
departments, and they ultimately become law. But the 
practical value of this law consists chiefly in the financial 
dispositions, and V.S.N.H. and other departments have to 
accept the Procrustean bed and adapt their plans accordingly. 

Of course " control figures" cannot have the meaning of 
a socialistic plan, in spite of all the solemn declarations of 
the communist leaders to the contrary. These figures 
simply estimate, and as a matter of fact in many instances 
they simply prophesy, because no real "estimate" of a 
peasants' produce a year in advance is possible under 
existing conditions. They estimate the future probable 
output, calculate the future economic outlook and suggest 
possible improvements. This differs from the usual esti
mates and plans of big concerns, leading banks, conjuncture 
institutes, departmental surveys, etc. of capitalistic countries 
in one respect ouly: they are usually less reliable (e.g. future 
harvest estimates), and for practical purposes, less import
ant, but they are collected in one central department and 
published in a handier form and are invaluable for reference 
purposes. 

More in the nature of a real plan and more important 
in practical use are the partial plans of V.S.N.H. and its 
subordinate sections and trusts and other departments 
regarding their future output. As a rule, they are kept 
secret, and their disclosure to foreigners might result in 
capital pnnishment for those in charge. This material is 
used and criticized by the Gosplan. At the same time, 
the confirmation. of these plans often results in the dangerous 
practice of "forcing quantities." The Red directors are 
responsible for the execution of the ratified plan. The 
possibility of a further in~ of wages is dependent on 
obtaining an output larger than that estimated, and also 
on lower cost of production. Moreover, it would seem that 
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a socialistic plan would begin with estabIishing the neces
sary demand and then adapting the supply accordingly. 
Instead, the Soviet Russian attitude towards the balance 
of possible demand and supply surpass~ all Machiavellian 
devices. The Gosplan recommends, for instance, in order 
to decrease the possible demand from the middle and well
to-do peasants, an increase for them in the membership fee 
of consumer co-operatives. These fees would vary accord
ing to their income, and by this means .~ extract surplus 
money from them." Agricultural machinery should be 
sold to the middle and well-to-do peasantry on less favour
able credit conditions according to their income; and it is 
further recommended that the purchasing of cattle for 
meat be decreased in districts with a good harvest and 
increased in districts with a poor harvest, or the Gosplan 
recommends the State to specUlate I It is recommended 
that this policy with reference to other agricultural produce 
be carried on in such a way .. as not to give to the popula
tion excessive money incomes," 1 i.e. they should be pre
vented. from increasing their demands for manufactured 
goods .... 

As a matter of fact, the present Soviet Russian .. plan " 
has for its aim the speediest industriaIization as a solution 
of the political problem for internal purposes, by creating 
working masses depending on State industry, and for 
international purposes by liberation from foreign economic 
dependence. There is very little real planning, but such 
as there is reaIIy represents merely orders directed to 
responsible quarters for a minimum output and for a lower
ing of cost of production as far as possible. Therefore, 
every increase of output above estimates is hailed as a great 
achievement, prizes are given for it and the newspapers are 
exuberant in their rejoicing. Nothing gives more satis
faction than news that the .. plan .. has been surpassed. This 
is exactly the opposite of all socialistic conception, which 
considers the weakest point in the capitalistic society its 
.. planless" production and recurrent over-production I 

Under existing conditions in Soviet Russia all production 
1 KonIrol".", nJ/n, 19a8-g, p. 293. 
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beyond the estimates is quite harmless. There is a short
age of supply ill practically every commodity, so that any 
improvement on the plans is simply a blessing, and means . 
some smaIl reduction in the sufferings of the population. On 
the other hand, there exists an extremely convenient device 
for doing away with any superfiuous stocks, should such ever 
exist, namely, disposing of surpluses in foreign countries 
regardless of price, which the monopoly of foreign trade makes 
possible. Therll is such a great difierence in prices in Russia 
compared with those obtaining in capitalistic countries in 
regard to practicaIly all commodities that the Soviet Govern
ment can always export-on dumping principles and cover the 
losses of such export by importing at a fabulous profit 
cheap foreign goods, of which a great shortage exists in 
Russia. This happened with the production of matches, and 
a decree was even issued prohibiting the erection of new 
match factories. Now the surplus of production is invading 
the British, German and other markets, and doing more or 
less perceptible harm to the match industry of these countries 
(cp_ below, Chap. VII). 

Therefore we cannot speak of seriously" planning" 
industrial production in Soviet Russia. The Soviet Govern
ment has not proved that the planning of national economy 
advocated by the socialist doctrine as opposed to chaotic 
production of a capitalistic society can be achieved success
fully, even in an industriaIly undeveloped country with 
rich natural resources. Therefore it is still an open ques
tion, whether the planning of all State economy in a highly 
developed country, especiaIly one with insufficient natural 
resources and raw materials, may not encounter greater 
practical difficulties than and give no appreciable advan
tages over modem high capitalistic arrangements spreading 
over several countries. As a matter of fact, the artificial 
customs tariffs of capitalistic countries stand more perhaps 
in the way of rationa1ization of international production 
than the capitalistic order as such. 
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§ 5. THE FIVE-YEAR PLAN 

Much more interesting and serious is the great five-year 
plan of industrialization of Soviet Ru~ia, namely, the 
brightly outlined scheme of future development of Russian 
industry, transport and agriculture. The outlining of this 
plan began about three years ago, and its final form has 
been postponed every year since, and consequently the 
" last year" of ihe five-year plan has had to be postponed. 
It is not ready even now, although it has been solemnly 
approved by the Soviet Legislature, and partial recon
struction is going on according to the test of practical 
experience. Joseph M. Pavloff of the Soviet Russian dele
gation in the U.S.A. (Amtorg Trading Company) published 
in America in April 1929 a small pamphlet giving the most 
important facts and figures of this plan.1 

In outlining the five-year plan ·the compilers encountered 
great difficulty in arriving at the final figures. Each time 
the figures for the current year became obsolete before the 
manuscript could go to press. 

The value of this five-year plan does not lie in the prophecy 
about exact figures, although the compilers (thousands of 
experts, including myself, in all departments and organiza
tions have collaborated all these years) attached the greatest 
importance to " exact" figures of future production. The 
chief value of the plan consists in the detailed investigation 
of real possibilities, economic trends and imminent difficulties. 
The partial plans prepared by the V.S.N.H. and other 
departments were scrutinized, verified and brought together. 
A list of proposed new factories I and the reconstruction of 

I See also the official publication: TAo Sovill Ufti ... I.oohs Ahuo . 
• The list of Dew factories plauned during five years or already under 

construction is attached to the original .. plan" and contains 10 sixty 
pages the names of about 2:,000 fUUI factories; the location of· these 
factories is given and the cost (about 6,000,000.000 rabIes) and the date 01 
completion are indicated. Before the war about 100 industrial public 
companies (corporations) with a C&J»ital of about 200,000,000 ,old rubles 
were-created each :year. Considenng that since the Revolution Russia 
has lost important mdustrial regions (Poland, etc.), the plan of erecting 
about 2,000 new factories cannot be considered too ambitious. because 
it simply fills up a gap due to the war and revolution during a period 
of some twenty y....... It may be questioned if group" A .. should not 
be preferred and too great a waste avoided by closer co-operatinn with 
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existing plant has been elaborated and the necessary 
preparations made. Great stress has been laid on eliminat
ing future foreign supply and on making Russia industrially 
self-supporting. Political considerations in outlining future 
economic policy, especially in respect to peasant produce, 
naturally played also a very important role. 

Now is this five-year plan a real plan of a socialistic 
society? Not at all! It is rather a programme of future 
economic policy and a calculation of the probable and 
maximum possible output. The fact that the Soviet Govern
ment elaborated a large programme of new factones is only 
the natural consequence of the abolition of private capital
ism. The nation would succumb if new factories were not 
built on a large scale, but it is a question whether the Soviet 
Government and Gosplan will be more successful in this 
respect than private capitalists might have been. If foreign 
or domestic capitalists had invested their money, they 
would be the first to suffer the consequences of an unsatis-

foreign countries. . . . Some of the largest uew factories now under con~ 
StruCtiOD include: .-

Where Date of Total cost 
Type of factory. located. completion. in million 

rubles. 

Electric generating station Moscow city 1933 so 
Automobile N. Novgorod 1933 100 
Central chemical combine Moscow provo 1933 60 
Glass N. NovgoIOd 1933 35 
Cotton mill Iv. Vosnesensk 1930 33 
Paper combine Syassj 1931 3S 
Coal mines Donetz 1933 430 
Metallurgical works Krivoi Rog 1933 19' 
Metallurgical works la_bye 1933 140 
Heavy machinery KramatorovD 1933 60 
Fertilizers combine Ukraine 1933 144 
Metallurgical works Kerch 1933 ISO 
Mochinery Ural 1931 38 
Railway cars N. Tagil 1933 6S 
Tractors Cholyabinsk 1933 80 
Metallurgical works Kuznetzk 1933 116 
Ridder copper combine Kazak Republic 1933 4S 
Chemical combine Uzbek Republic 1933 63 
Cotton mill Uzbek Republic 1933 1S 
Cotton mills Fergana 1933 4' 
Oil Tuapse 1933 13 
A¢cultoral machinery Rootov 011 Doll 193' 56 
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factory investment.. Now, for the mistakes of a few Gosplan 
prophets the already heavily-taxed Russian people will have 
to pay. Let us hope that this "plan" may be successful 
and useful, for the Russian nation has already endured 
endless sufferings and privations throJigh the socialistic 
experiments of its present government. 

J. M. Pavloff shows in his pamphlet what a tremendous 
increase of production Russia would achieve in the five 
years (till 1932-3). The production of tractors will be 
46 times that of the 1927-8 output, of automobiles 13'1 
times, of 2inC 24.6, asbestos 5'56, coal 21'1, pig iron 21'4, 
rubber tyres 7'1, etc. The marvel of such a fabulous 
increase can be explained very simply. The number of 
tractors produced in 1927-8 was only 1,150, and in five 
years the yearly production will be 53,000. Russia had 
hardly produced automobiles at all, and in five years, with 
the help of Mr. Henry Ford, a production of 105,000 (in the 
lately revised plan even I4Q,OOO) a year is planned; 65,000 
rubber tyres were produced in 1927-8, and 460,000 will be 
produced in 1932-3. The output of pig iron will increase 
in five years, from 3,277,000 tons to 8,010,000 tons; of 
coal from 35,300,000 tons to 75,000,000 tons, etc.' 

J. M. Pavloff says in the foreword to his pamphlet that 
the industrialization policy "calls for large imports of 
industrial, mining, and agricultural equipment from the 
most industrially developed foreign countries," and that 
"these countries in turn must shape their trade policies 
toward the Soviet Union in conformity with the five-year 
plan, if they seriously desire to utilize fully the rich potenti
alities of the Soviet market." Unfortunately, J. M. Pavloff 
does not make the most important explanation, that in 
Soviet Russia every import depends on the. consent of the 
Government, and political considerations decide if any import 
will be allowed at all. There is no need and no possibility 
for foreign countries to "shape their trade policies toward 

I It should be noted that there are two variants of the five-year piau : 
(I) the miDimum. and (.) the .. optimal" plaus. J. 14. Pavloll gives ooly 
the latter. However. many details have been changed already iD the 
new edition. Tho introduction of an unintmupted week will natuIally 
sweop away the whole piau I 
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the Soviet Union," because the necessary directions are 
given by the Soviet Russian Foreign Office! 

Is this bold five-year plan outlining· capital investment 
of 9,305 million rubles (£940,000,000, or $4,750,000,000) for 
heavy industry (group " A ") and of 2,449 million rubles 
(£260,000,000, or $I,350,ooo,ooo) for light industry (group 
" B ") 1 during five years, realizable? 

Mr. Schaeffer, a well-infonned correspondent of .the 
Berliner Tageblatt in Moscow (June I2, I929) , is simply 
overwhelmed by such a far-reaching and most original 
scheme. "Poor old Europe," he says; "If this experiment 
succeeds only by three-quarters, there is no doubt about 
final victory. This would be a victory of socialistic methods 
achieved by the power of a young, self-reliant and gifted 
nation." I 

I do not doubt in the least that this plan will be 
achieved, and that it is perfectly realizable, unless some 
serious international or internal political crisis prevents its 
execution to the full extent. If realization of this scheme 
be considered as "a victory of socialistic method," I am 
inclined to think that this socialistic method is much behind 
what undoubtedly would have been achieved in the ordinary 
course of events under a capitalistic order in Russia. 

There is nothing supernatural in increasing the output, 
for instance, of pig iron from 3,277,000 tons to B,OIO,OOO 
tons in five years in a country with rich natural resources 
and rapidly rising town population. Russia will still be 
one of the poorest of poor countries in this respect, reckon
ing per head of the population. After about twenty years 
of insufficient supply and with an increase of about IS,OOO,ooo 
population in the next five years, and especially with a 
great increase in urban population, there is ample ground 
for fear of further insufficiency. An increase of output by 

, The" optimal .. plan provides 10,640 million robles tOl heavy industry 
and 2,860 million rubles for light industry (17tJtilelniy Pl.", Vol. II. 
p. J, 2nd ed .• 1929. p. 265), inc1udinF, investment in entirely new factories 
of 5,167 million rubles in group II A • and of 1.266 miJlion rubles in grou:~ 
f' B." In fact. the new edition of the five-year plan estimates an expendi
ture of 16.400,000,000 rubles in five years I 

• In the meantime Mr. SchIlefiOl was forbidden by tho Soviet Go_· 
ment to retum to Russia. .~. 
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144'4% in five years naturally strikes the imagination, but 
quantitatively it is nothing supernatural. In the five years 
which preceded the Great War, Russia increased her pro
duction of pig iron by I,625,ooo tons ~xc1usive of Polish 
districts; . some quantities were imported), and in 1927-8 
the production was· only 3,328,000 tons (rectified figure, 
not yet known to Pavloff) in comparison with 4,207,000 
tons on the same area in 19I3. The output of coal increases 
in five years from 35'4 million tons to 75 million tons, or 
by II2·5%. In the last three years before the war the chief 
Donetz region alone increased production of coal by 9,000,000 
tons,'.and many new achievements were secured during the 
war. On the other hand, Russia used to import large 
quantities of coal for her industry in the north-west 
districts. 

Still, the great increase of output of pig iron, coal, etc. 
is no doubt a comparatively marvellous achievement and 
therefore should not be minimized. However, there is a 
weak spot, namely, high cost and poor quality. Hundreds 
of millions have been invested and will be invested over 
again with an overstrain of the people's resources, and 
nobody knows if it is really sound and necessary I In the 
five-ye,;ll' plan the State budget will supply the State industry 
with subsidies amounting to 6,522 million rubles,' the State 
bank apparatus (partly by means of -inflation) with I,goO 
million rubles, foreign credit and the State Industrial Bank 
with I,OOO million rubles, or with a total of 9,422 million 
rubles. During all these five years the State industry will 
be run at a loss. Group" A" is to be endowed with in .. 
creased capital in spite of its low profit. The interests of 
the general consumer will, as usual, be neglected in the 
next five years. In other words, real improvement in the 
supply of the Russian nation with ordinary consumer's 

• In a five-yea.r plan, 1914-18 (such also existed In Tsarist Russia 
before the war) the output of coal would have risen in Doneto by anothor 
9.000,000 tons, especially in anthracite coal. and an export of some 
5,000,000 tons anthracite per annum to Italy was planned . 

• Vi.r. 903 m. r. in 19z8-g, 1,08S m. r. in 19~30. 1,25'" m. r. in 1930-31. 
t.543 m. r. in 1931-2. and 1.731 m. r .. in 1932-3. or a total of 6,S22 m. r. 
It should be DOted that this is aD. optimistic variant presuming consider
able achievements in l~ cost of production. It eaa hardly be 
doubted that the financial strain will be much greator. 
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commodities cannot be expected for many - years to 
come ...• 

Should this five-year plan fail (happily it will be more 
than successful. I believe) it would be a serious calamity 
and mean the continuance of even greater privations for 
the Russian people .. Through the obstinacy of their Soviet 
Government. year after year the Russians have been de
prived of foreign supplies of the most important commodities 
and have never had sufficient cloth. glass. nails. bricks. 
building materials. needles. thread. sole leather. iron. paper. 
soap. lamps. vegetable oil. sugar. or even bread and other 
foods. Even after the execution of the five-year plan an 
average Russian will have in a year only very small quantities 
of manufactured goods. as may be seen from the following 
table taken integrally from the official Plan. Vol. II. Pt. z. 
2nd ed .• p. 46 : 

QUANTITY OF COMMODITIES AVAILABLE FOR CONSUMPTION 

PER HEAD PER ANNUM IN SOVIET RUSSIA 

1930-3· 
Commodities. Measure. Ig27-41. . ~ , 

Minimum 0ptima1 
variant. variant. 

1. Vodka . · Bottles 5'7 4'5 3'5 
2. Salt . . . Kilogr. 11"9 '3'3 13'3 
3. Makhorka (tobacco of 

low qualitvl • Kilogr. 0'56 0'60 0'68 
't. Cotton cloth • Metres 15" '0'4 '1'3 
5. Cigarettes 30• 435 435 
6. Match ... · · Boxes 29'9- 38'6 47'3 
,. Kerosene Kilogr. 6', 9'4 10'1 
8. Goloshes Pairs 0'22 0'31 0'38 
g. Gran. lugar · Kilogr. 1"7 11"9 '3'9 

10. Boots • Pain! 0'40 0'65 0'74 
n. Woollen cloth . Metres 0'48 0'84 1"11 
I~. SuD1iower seed oU Kilogr. 1'73 3'77 4'33 
13. Tea . Kilogr. 0'11 0'45 0'592 
'4. Agricultural imple. 

ments. Rubles 0'94 3'50 4"07 
IS, Fertifu:ers Copecs 4'1 112'3 130 '0 

Value of these commodi-
ties in rubles · · Rubles 28'g 43'5 48'3 

The poorness of this supply is evident. especially after 
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years of under-supply. Privation will go on, and perhaps 
the great majority of the Russian people will have become 
so accustomed to such a low standard of life that they will 
not strive for better conditions, for even now they are 
accustomed to stand in queu~ for everyfhing, and consider 
this practice almost natural: . . . 

The Soviet Government does not pay much attention to 
bettering the supply of commodities to the general con
sumer. This may be seen from the fact that even in the 
current year (1930) the under-supply will be aggravated 
in many instances. The quantity of commodities available 
for consumption per head of the pop~tion, including 
foreign import, will be in sugar 86·8%, in roof iron 94·9%, 
in makhorka (low-grade tobacco) 87·9%, in textiles III·8%, 
in vodka 106·7%, in soap 105.2%, in beer 99·4%, in sun
flower seed oil II2·7%, in boots III·9% of the supply of 
the preceding year. 

There is no victory of socialistic methods, as Mr. Schaeffer 
is inclined to think; it is a display of fanatic force only. 
Nevertheless, we can exclaim with Mr. Schaeffer: "Poor 
old Europe I" And for two reasons: 

(I) If European democracies would consent, if only for a 
few years, to let their broad masses undergo even somewhat 
mitigated privations, such as the Russian masses undergo 
and will undergo for many years, and would apply the 
resultant savings to great measures of social welfare, the 
gloomy miseries of the capitalistic society would be miti
gated very quickly and in a drastic manner. However, 
in modern European parliaments, even a simple turnover 
tax or a tea duty is considered too" undemocratic." Every
body expects that great social betterment will fall from 
heaven, and the necessary funds, so easily found for a war, 
are not found for social betterment I 

(2) The Russian experiment has affected, and will affect 
still more in the future, the economic and political situation 
in Western Europe very unfavourably. Everything is done 
by the Soviet Government to avoid co-operation in the 
economic revival of Europe and to eliminate as far as 
possible industrial import from Europe. Moreover, the 
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monopoly of foreign trade is used chiefly as a means of 
political pressure and of economic dumping, and big military 
preparations are going on. . • . 

Mr. Schaeffer seems to be under the impression that State 
capitalism is an impossibility and can never survive. No 
doubt, in free competition with private capital, State capital
ism may become unprofitable and untenable. But the 
Soviet Russian Government has a monopolized system of 
State production supported by armed force and taxation, 
and has at its disposal the greatest imaginable riches and 
natural resources in an area comprising one-sixth of the 
earth's surface and embracing all climates. All losses are 
covered by ever-increasing taxation. Industrial produc
tion may cost much and might have been secured with 
capitalistic methods with less waste and better quality. 
Consequently, the average man of a communist society like 
Soviet Russia may have a smaller quantity of goods at his 
disposal in comparison with an average man in a capitalistic 
society, but why should increased production become an 
impossibility? As a matter of fact, the five-year plan 
expects a rise of national income per head of-population 
from 177 cherY. rubles (£18·6, or $91) in 1928--g to 240 
cherv. rubles (£25.8, or $123) in 193z-.3.1 The pre-war per 
head income was about 104 gold rubles, which corresponds 
to about 215 cherv. rubles if we take into consideration the 
retail price index of 1928--g. . Even the pre-war standard of 
national income has not yet been achieved I 

From an economic point of view it may seem ridiculous 
to increase capital investment to such an extent in a country 
with little savings and immense labour reserves, but why 
should increased investment become impossible so long as 
increased taxation will suffice to cover all such expenditure ? 

From a technical standpoint the Russian Government 
introduces the most perfect equipment for" economizing " 
manual labour, and there are plenty of foreign specialists 

I. Pylltilehtiy Pla_. Vol. I. 2nd ed .. 1929. p. 163: national income 
2".466,000,000 rubles for 154'8 million inhabitants in J928-g. and 
40 ,614.000,000 rubles for 169'2 million inhabitants in 1932-3. Tbe 
.. optimal" variant expec13 .... average mc:ome of 056 cherv. rubies in 
1932-3 (d. ibi .... , Vol. II. Pt. 0, p. ooj. 
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who receive fees which are fabulous, from the Russian 
standpoint, for necessary instruction. Everything can be 
bought that is obtainable in a capitalistic society, and the 
Commissariat of Education proposed lately to invite a great 
number of foreign professors (among theIft twenty professors 
from Germany 1) at a time when native-born professors of 
long standing and experience are deprived in large numbers 
of their chairs simply for political reasons. . . . 

This system of monopolized State capitalism can go on 
and will go on so long as the majority of the Russian people, 
and especially the peasantry; are unable to oppose success
fully the armed force of the Government, and do not demand 
cheaper foreign produce in free exchange of their free labour 
and the restoration of private initiative. Another menace 
to the existing monopolized State capitalism consists in the 
inability of the Russian State to absorb the huge masses of 
the Russian peasant proletariat, amounting to a score of 
millions of "superfluous" rural adult population (cf. above, 
Chap. III) without the help of foreign capital. 

The five-year plan provides that the number of industrial 
workmen in the " Census industry" (viz. in industry coming 
under the Census, or all industrial undertakings having 
more than 15 labourers) will rise from 2,602,000 in 1927-8 
to 3,250,000 in 1932-3, or by 648,000 persons ouly.' 

It seems that a favourable opening for the Soviet Govern
ment is offered now by America and England. Even Mr. 
Henry Ford supplied the Soviet Government with large 
means and equipment for an enQrmous automobile factory. 
It is a swprising fact that this factory will be built in Nishni
Novgorod, where for hundreds of miles around neither coal 
nor iron is produced. However, there is a general tendency 
in the Soviet Government to move many important branches 
of industry to the eastern parts of European Russia and 
the Urals, and lately the existing programmes have been 
reconsidered, with the result that large new industrial invest
ment in the eastern regions has been ordered (chemical, metal 
and other works). Over 300 million rubles (£30,000,000) 

I VI&AIrny""a Modva. September 13. 19'9. . 
• Pylllil#htiy PIG,., Vol. II, Part r, 2nd ed., 1929, p. 68. 
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will be spent in I9Zll--9 for this purpose, involving about 
1,000 million rubles in following years. This will at the 
same time greatly improve the military equipment of Russia 
and serve as a military precaution, because the Great War 
has demonstrated very clearly the dangers of concentrating 
industry in the north-west and south of Russia only. 



CHAPTER V 

THE ECONOMIC POSmON OF THE WORKING CLASS IN SOVIET 
RUSSIA 

THE average real wages of manual workmen in Soviet 
Russia are higher now than in pre-war times. Nominally, 
they are about 2I6% of the pre-war level and in purchasing 
capacity about 20% higher than the pre-war wages. But 
there are great differences in the various branches of industry. 
Miners get only 9I%, metal workmen II3%, carpenters 
140%, textile workmen I62%, chemical I64 %, leather 
I69%, food and tobacco workmen I95% of the pre-war 
wages. As has been explained above, light industries 
(group "B ") are much more disposed to comply with the 
demands for further increase of wages, and their financial 
position is on the average easier. Although the Government 
insists on yielding to these demands only in case of an 
adequate increase of production and lowering cost, actual 
conditions usually force· it to yield to a greater eXtent. 
Thus, according to Government plans the rise of labour 
wages during I928--9 was anticipated at 7% upon condition 
of increasing the efficiency of labour by I7% and lowering 
costs by 7%. Provisional figures for I928--9 show that in 
reality wages rose by 9'3% and efficiency increased by I6% 
only. 

On the whole, in I928--9 the average wages of a workman in 
State industry were 73 rubles 10 copecs a month (£7 I45. 64., 

. or $36.62) in comparison with 66 rubles 90 copecs (£7 IS. 54.) 
in I927-8. The largest rise of wages last year occurred 
in the paper industry (I6'9%), metal industry (II'7%), 
food 9'5%, mining 7'9%, textile 7.6%. Reviewing these 
r~, the official Press complains that again light industry 
went ahead, and explains that this is chiefly due to an insuf
ficient allowance for ne..w technical improvements auto-

130 
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matically increasing production: in other words, wages 
should have been lowered per unit of production accordingly. 
The five-year pIan expects that the average real wages of 
industrial workmen will amount in 1932-3 to 209% of the 
pre-war level (1913 = 100), or 98 rubles 28 copecs (£10 Ss.) 
a month.1 . 

Taking into account irregularities in the supply of food 
and occasional surcharges of the workman's budget in this 
connection, the rise of real wages in 1928-g has been less 
effective than might be concluded from the above figures. 
On the other hand, the Soviet authorities point out that the 
fund for bettering the welfare of the workmen has been 
increased substantially (30 million rubles more than in 
the preceding year), and H2 million rubles have been spent 
on the erection of workmen's dwejlings, 

It is planned to increase wages in the next year (1929"""30) 
by 9%, under the .. strict pledge of increasing efficiency .. 
by 23%, and orders have been given to overhaul the existing 
wages contracts accordingly. The fund for the welfare of 
the workmen will be increased again and reach some 200 
million rubles, and for housing 300 million rubleS. 

The welfare of the working cIass is improved also by the 
State insurance of workmen and other employees in case of 
sickness, accident, old age and unemployment, for which 
the employer pays the necessary premiums. This costs 
over 1000 million rubles a year. In pre-war times an 
employer was obliged to provide employed workmen with 
medical help only, and was respoDSlble for accidents. Two 
weeks' leave every year is now. guaranteed to every 
employee. 

In 192]-8 the average wages in the "Census" (large
scale) industry alone amounted to 75 rubles (£8) a month; in 
other industries 50 rubies a month; in the building industry 
8x rubles a month; in railway service 70 n,tbles a month; 
household servants received on the average 18 rubles a month. 
It should be bome in mind that the cost of living in the 
Russian cities is very high I 

1 '09% is the optimal variaDt, including expenditun: on labour clubo, 
etc. (Py_y P'-, Vol. I, 2IlIi ed., 1929, pp. 137 2IlIi 190). 
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There is a great deal ~f unemployment in Soviet Russia 
besides the score of millions of "superfluous agricultural 
adult population." Exact figures about unemployment 
cannot be secured, because the State Labour Exchanges 
do not register all persons applying for work, and Labour 
Exchanges do not exist everywhere. The influx of adult 
persons from the villages seeking employment is very 
large, and increasing with every year. According to 
Labour Exchange statistics, on the average among unem
ployed r3'7% in r92s-6, U'9% in r926-7 and ro·o% in 
r 927-8 were registered as persons arrived from villages; 
but it should be noted that there was an order given not to 
include in the registers unskilled peasants, 

The figures of registration by Labour Exchanges and the 
trade unions may be here noted: 

THE AVERAGE NUMBER OF REGISTERED UNEMPLOYED 
PERSONS (000'5 OMIlTED) 

At the Labour Exchanges. At the Trade UnioDs. 

Fiscal Including 
year. Totalnum~ Non-mem- Members 

Including Excluding 
ber of un- bers of a of trade 

agricultural agricultural 

. employed. trade unions. 
workmen. workmen. 

uniou. 

1925-6 1011 53" 485 108S 931 
19'6-1 124 1 555 687 iso4 12SO 
192?-11 I2go .23 867 1873 .1535 

Taking both sources of information, the official computation 
of all unemployment is : r,463,000 for r92s-6, r,805,000 for 
r926-7, and r,958,ooo far r927-8. In fact, it should be 
taken at a higher figure. Unemployment is especially 
great in food, sugar, dressmaking, leather. building and the 
printing industries, amounting to 20-25% and more of all 
trade union members. It is noteworthy that light industry 
is conspicuously represented. According to a special 
investigation of the Central Union of trade unions for r927. 
a large proportion of workmen were out of work for one and 
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a half and more years, as may be seen from the following 
table: 

PERCENTAGE OF WORKIIIEN WITHOUT. WORK 

For li-2 YeaIS. For ~ • yeani. 

Trade Union. 

Men. Women Both 111011. Women Both 
sexes. Sexes, 

Metals . 4'6 9'3 S'S 4'0 I9'6 7'9 
Textile. S'S S'S 7'6 S'S IZ'6 g'S 
Mining • l'g "g "1 I'g . 7'0 3'3 
Chemicals 4'6 6'3 5'4 S'3 17'6 II '0 

Leather 6'5 5'6 6'3 10'S 23'8 13'6 
Printing 9'3 12'0 10'6 7'3 20'9 13'8 
Paper. •. .·s 6" 4'5 ~·S 23'9 13'7 
Dressmaking • 6', 7'6 7" 13'5 34'S 29'9 
Building 0'7 "S 1" 0'6 4'3 1'4 

Such prolonged unemployment among some categories of 
workmen is partly due to the mechanization and rational
ization of the respective industries, making manual work 
less necessary. On the other hand, it is contended that 
among those registered by trade unions a certain proportion 
is fictitious, i.e. they are receiving doles and avoiding work, 
although regular and drastic steps to suppress this are 
taken from time to time. 

77% of unemployed men and 71% of unemployed 
women have families, the rest are single. A sum of 147 
million rubles was provided in 1928-<) for unemployment 
relief, !!if. 7'2 million rubles by the State budget, II million 
rubles by local budgets, and 129 million rubles by State 
social insurance; on the other hand, trade unions allocated 
about 30 million rubles for this purpose. The State social 
insurance assigned for the first time in 1928-<) a sum of 8 
million rubles for old age pensions in order to lessen unem
ployment among the younger generation; for this reason it 
is planned to increase old age relief, viz. to dismiss and to 
pay pensions to men at 60 and women at 55 years, the 
pensions being only four-ninths of their former wages. 

It should be noted that not all unemployed or insured 
persons receive relief, and not always to the full amount. 
In case of illness only a limited sum is paid. 
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In October 1928 the total number of pensioners receiving 
relief amounted to 932,700 persons (including 532,200 
invalid workers and 35r,500 families of dead invalid workers). 
On the average, monthly relief to an ordin~ invalid worker 
amounted to 22 rubles and to a worker incapacitated through 
industrial accident to 28 rubles (£2 195. 2Il.). Only 642,700 
persons received unemployment relief, which amounted to 
14 rubles (£r 95. 7tl.) a month on the average. Over 70,000 
persons received unemployment relief in Moscow alone. 

In spite of considerable State investment in new housing, 
viz. about 900 million rubles in the last four years, it was 
absolutely insufficient for the large increase of population 
in the cities. All privileges given to the labour class in 
occupying available housing space and compulsory lodging 
have resulted in terrible congestion of many families in one 
fiat or house. There is hardly any house where one and 
the same kitchen is not used by several families. Private 
people were allowed to build their own houses, and some 
privileges were given to new-built houses (liberation from 
taxation, etc.), but there was not enough. confidence in the 
security of ownership, and great difficulties in obtaining 
building materials were experienced. Co-operative building 
provided houses chiefly for State officials. But all this 

. building, however, was absolutely insufficient, and housing 
conditions ~d the shortage of housing space in Soviet 
Russian towns surpass all imagination. 

The average housing space'available for use by the families 
of working men fell as low as 4.8 square metres per head 
(52 square feet), or a space just sufficient for a bed only t 
In some towns and for some branches of industry, where 
the factories do not provide their labourers with housing, 
housing conditions are especially bad. For instance, in the 
centre of the Russian textile industry, namely, Ivanovo
Voznesensk, about 200 miles from Moscow, the labourers 
live in their own houses or in houses. owned by private 
people, and enjoy on an average 2·7~·8 square metres 
(about 30 square feet) per head. Extremely bad are 
housing conditions in the U ra1 and Donetz regions. In 
some places laboureIS live in slums, and whole families occupy 
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two- and three-5toried shelves (" nary ") instead of rooms. 
About 7,500 families of railway workmen live in old railway 
cars or simple huts made from earth, and the number of such 
cases has increased even in the last few years. According to 
the census of I926, 28% of all industrial workmen (and 43% 
of miners) occupy a housing space of less than 3 square 
metres (32 square feet) per head. l 

Plans were made to increase the building of dwellings for 
labourers with the aim of achieving in five years' tinle an 
average housing space of 6 square metres per head of the 
population. This, although still insufficient for ordinary 
health requirements, will necessitate an expenditure of over 
I,5OO,000,000 rubles, and will hardly be possible from the 
point of view of available building materials. Therefore, 
the new housing planned will be much behind the actual 
demand, and housing conditions will remain extremely bad 
for many years to come. At any rate, the enormous new 
building of factories will not be accompanied by adequate 
increase in housing. Private house-building can hardly 
alleviate the existing calamity, because all available building 
materials will be kept for the needs of industrialization. 
Thus, here again the industrialization scheme goes before 
the interests of the consumer I 

An investigation of I,380 typical family budgets of 
industrial workmen in the chief industrial districts of 
Moscow, Leningrad, Ural and the _ Ukraine 'in November 
1926 revealed the following living conditions of the elite 
of the Russian industrial working class.a On the average, 
among these better-5ituated labourers, the total income of a 
family was 103 r. 90 c. (fII), or 25 -1:. 91 c. (53 shillings) per 
head a flWflth. This income consisted of 77 r. 49 c. in wages 
of the chief worker of the family, and of 8 r. 17 c. in wages 
of other family members. The rest consisted in casual 
earnings, insurance relief, selling of old things, and as to 
6 r. 20 c. in borrowed sums. These families spent on the 
average 102 rubles (flO ISS. 74., or $52.50) a month,' as 
may be seen from the following table: 

I Py";ImIiy Pili .. , Vol. II, Pt. 2, and ed., p. as •• 
I S,.nmeMskt1y. C?bo.rr."j,,-, May 1931. 
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THE AVERAGE MONTHLY EXPENDITURE OF A MAruuED 
WORKMAN IN SOVIET RUSSIA (IN NOVEMBER 1926 
IN FOUR PRINCIPAL INDUSTRIAL DISTRICTS) • 

" 

(In cherv" rubles; 
I chery. ruble == 2S. Id.) 
, , 

On the On the 
average average %. 
for each for each 

house- member 
hold" of the 

family" 

House rent 6"84 '"54 6"7 
Fuel and light " 7"06 ."62 6"9 
Food" " 46"8g '7"39 46"0 

Including : At home. 4S"6g ,6"95 H"8 
Outdoor " '"04 0"38 '"0 
Sundries 0'16 0'06 a". 

Alcoholic drinks" " " '"54 0'94 '"S 
Tobacco, cigarettes. matches . 1"46 0"54 '"4 
Clothes and boots " " " '9"64 7"·8 '9"3 

Including: New ones ,6"38 6"07 16'2 
Sewing and mending • . ,"87 0"6g ,"8 
Materials and articles for sewing 
. and darning • " . 0"65 0'24 0'6 
Laundry 0"74 0'28 0"7 

Household articles . '"75 1'03 '"7 
Health 0"60 . 0'22 0"6 
Medicine . . . . . 0"35 0'13 0"3 
Tools, etc.~ fo!lroduction at home. '"58 0"9 '"5 
Cultural and ucational expenses . '"93 0'72 1"9 

Including: Books and magazines 0"77 0'28 O"S 
Theatres, entertainments. etc. . 0"76 0'29 0"7 

Political purposes . . . 2'92 1"08 2"9 
Includmg: to the trade union . '"38 0'51 1"4 

Hell' to absent members of the family 1'04 0"38 . 1'0 
Religious matters . • . . 0'°3 0'01 0"0 
Repayment of debts 3"'4 1"16 3"' 
Sundries . 3"23 1'20 3"2 

Total 102'00 37"8. 100'0 

Food, fuel and light, house rent and clothes and boots 
absorb the greater part of the budget of a worker's .family 
consisting on the" average of 2"1 members (I'U actual 
workers). 
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THE MONTHLY CoNSUMPTION OF THE PRINCIPAL KINDS OF 
FOOD AMONG ADULT WORKMEN ON THE AVERAGE IN 

FOUR CHIEF INDUSTRIAL DISTRICTS OF SOVIET RUSSIA 

IN NOVEMBER 1926 

Rye ftour • 
Wheat flour 
Farinaceous food 
Potatoes . 
Vegetables . 
Meat. 
Fish. 
Milk. 
Butter . 
Vegetable oil 
Eggs • 
Sugar 
Tea • 

Quantity in kilograms. 
(A kilogram = . 

2 Ills. 3 oz.) 

5·883 
1,,'401 

1'037 
'4·393 
5·6'0 
6'912 
'·099 
6·088 
0'306 
0·495 
0'180 
1"536 
0'°33 

Price in cherY. copecs~ 
(A chery. copec = 

a farthing.) 

71"1 
338.3 ·,·9 
73.0 
88·5 

496·9 
6'·9 

141"1 
59·8 

. 29'9 
23·9 

108'1 
.6·3 

We see from these figures that em the average an adult 
workman consumes in a month about 32 lbs. of potatoes 
costing IS. 6d .• about 15 lbs. of meat costing- lOS .• about 
z lbs. of fish costing IS. 4d .• about II oz. of butter costing 
IS. 3d .• about 4 lbs. 5 oz. of sugar costing 2S. 4d .• and 
about I oz. of tea costing 7d. _ 

These figures are noteworthy. because the industrial 
workers' food is bought as a rule in their co-operative shops, 
where the prices are lower. "Black" (rye) bread was 
bought at 10·9 cop. a kilogram and rye flour at 8·4 cop. a 
kilogram; "white" (wheat) bread was bought at 24.8 cop. 
(3d. a lb.) and wheat flour at 17·5 cop. a kilogram. Meat was . 
bought at 72 cop. a kilogram. or 8d. a lb. 

/I. worker's family buys on the average 12.391 metres of 
cotton cloth. costing 10 r. 27 c. (£1 IS.) a year, and 1.541 
metres (1·4 yards) of woollen cloth costing 14 r. 68 c. a year. 
and 1.241 pairs of boots costing II r. 28 c, a year. . In other 
words, a metre (39·37 inches) of cotton cloth costs the work
man on the average 83 cop. (IS. 8d.). a metre of woollen 
cloth 9·52 cop. (£1 os. lid.). and a pair of boots for a grown 
person 18 r. 
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An interesting item is the expenditure on alcoholic drinks 
• (2 r. 54 cop., or about 5s . .¢., per family a month) in com
parison with the expenditure on the so-called" opium of 
the people," 1 viz. religion, 0'03 mble (three-farthings I) a 
,month. The expenditure on alcoholic driIJks absorbs every 
year a greater amount of money and plays an increased rale 
in the family budget, viz. 73 cop. in 1924; 1 r. 94 cop, in 
1925 (or 2'1% of all expenses of a workman's family). 
2 r. 33 c. in 1926, and 2 r. 97 cop. in 1927 (2·8%), a month. 

As far as calories consumed in food are concerned, an 
average workman in the cities is somewhat better off (3'448 
calories a day per adult person) than an average adult State 
official (3·:46 calories). A labourer consumes somewhat 
more vegetable food, and an average State official somewhat 
more meat. 

In some cases the nourishment of workmen is very bad 
indeed. Lately the official ~ revealed the fact that in 
two principal coal districts the greater number of unmarried 
miners, who c!>nstitute about 40% of all miners" for weeks 
do not get any hot meals because there are no public inns : 
miners leave these districts in large numbers (I svestiya. 
November 4, 1929). 

There is no doubt about improving the standard of life 
of workmen under the existing regime in comparison with 
pre-war conditions. The social standing of a workman 
now is of course incomparable with the old regime, where no 
democratic liberties were tolerated. But economic improve
ment is tree only in relation to the new .. beati possidentes .. 
employment. . Up to the present time. not to speak of the 
horrible privations during the socialistic regime pure and 
simple in the first years of Bolshevism. the workmen a.!l a 
class have not gained much in comparison with the oppor
tunities of such development under the capitalistic order 
with a democratic regime. The working class of Russia 
has to pay a terrible price for further industrialization, 
and heavy taxation and forced loans damage the whole 

• On one of tho chiof buildings in Moscow. oppooite the famous Chapel of 
the Iberian Holy Virgin, destroyed in 1929. is an inscription. .. Religion is 
the opium of the peoplo." 
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national economy and general prosperity. Consumers' 
interests are neglected, the housing situation is awful and 
the national income per head of population, which is the 
most important condition for general welfare, is increasing 
only at a lamentably slow pace, and chiefly by enforced 
saving. At any rate, comparative welfare of the working 
class is achieved by aggravating the economic situation of 
great masses of peasantry and by the terrible exploitation 
of other classes. The absorption of "superfluous" rural 
population is bought at a high price by one-sidedly increasing 
heavy industry. and the working class suffers from the fact 
that there is no entry of foreign capital, which is not willing 
to undergo the risks of the ruthless Soviet regime. 

Curiously enough, in spite of the introduction of the five
days week, the number of working days increased in com
parison with pre-war conditions by ten .days, because in 
former times many official and religious holidays were 
celebrated. 



CHAPTER VI 

INTERNAL TRADE IN SOVIET RUSSIA 

As a rule, the State trusts do not dispose of their produce 
through their own trade apparatus. They use as their 
intermediary, especially for wholesale trade, the so..called 
" Syndicates" (Textile Syndicate, Paper Syndicate, Match 
Syndicate, Oil Syndicate, etc.), while the retail trade is 
further entrusted to the Co-operative Centres with their 
sections and numerous shop apparatus. Of the total pro
duction of the " Census .. State industry (" Census .. industry 
-all industrial undertakings with over IS labourers), 
98'2% is disposed of through these channels, viz. the Syn
dicates and the Co-operatives. Some of the Syndicates 
have· besides contracts with industrial Co-operatives and 
buy the whole production of the latter. The prices are 
regulated in such a way as to leave to the Syndicates only 
the necessaJ;y minimum commission, and some syndicates 
return all their net profit to the respective State trust, as, 
for example, the Oil Syndicate. The Co-operatives may add 
a certain percentage of price for covering their expenses and 
for the accumulation of reserves, and are thus restricted in 
their profit-making. 

Some branches of trade are administered by special State 
joint-stock companies where the stocks are subscribed by 
various interested State organizations and enterprises, as, 
for instance, Khlebopodukt = State Grain Company; Gos
me<it01'gpom = State Medical Drug Company; SheYsij = 
State Wool Company, etc.; and special State trade organ
izations, such as KarlmonopoliYII = Playing Card monopoly; 
Buyobin = Bureau for attending on foreigners, i.e. hotels for 
foreigners, supply of foreign legations, etc., and the ZentY(l
spirt = Central State Distillery. 

140 
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The State trade apparatus possesses about 30,000 State 
shops and the Co-operatives have about 85,000 shops. 
Further, the State trade apparatus possesses a net of grain 
mills, grain elevators (the number of which has been greatly 
increased in the last few years), large bakeries (restrictions 
in the sale of flour necessitated the creation of large" bread 
factories" in a great many towns), refrigerators, bacon fac
tories, egg stores, etc. By means of the same State trade 
apparatus goods are also provided for export abroad. 

The Syndicates possess their own working capital, which· 
has been steadily accumulated. On October I, I929, the 
whole working capital in State trade amounted to 
1,126,800,000 rubles, with an invested capital of 559,000,000 
rubles, and in Co-operation to 1,254,200,000 rubles (invested 
capital, 641,500,000 rubles). However, the greatest role 
in financing State trade is played by bank credit, fJi%. 

3,408,000,000 rubles for State trade and 3,076,600,000 rubles 
for Co-operatives, and usually the financial position was 
strained. Net profit derived from State trade amounted to 
54,400,000 rubles, and from Co-operative trade to about 
247.900.000 rubles. . 

The dividend paid by the State internal trade into the 
Treasury was surprisingly small, being only 23,800,000 

, rubles in the budget of I9z8-g: the explanation being that 
the remuneration left to the State trade apparatus has been 
reduced intentionally with a view to allowing the maximum 
share of profit to the State industry. For this reason the 
State revenue derived from this source diminished in com
parison with the preceding years (26'5 mill. r. in I927-8 and 
28'1 mill. r. in I926-7). In 1927-8 the greater part of the 
net profits of State trade organizations of the Union was
derived from the Central State Distillery (15 mill. r.), Union 
Textile Syndicate (3'5 mill r.). Union Leather Syndicate 
(3 mill r.), Playing Card monopoly (1'7 mill r.); the net 
profit of the State trade apparatus belonging to the Allied 
Republics amounted to about 27 mill. r. According to 
existing regnlations, about 40% of net profits devolves to 
the State Treasury, viII. 23.8 mill r., and the rest remains 
for further development, etc. Also, the trade apparatus set 
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apart specially for the monopoly of foreign, trade yields a 
net revenue of about 3 mill. r. a year (profits of trade repre~ 
sentatives abroad, local agencies in U.S.S.R., bacon factories, 
etc.); 

The much bigger net profit of Co-operalive trade depends 
chiefly on important tax privileges-lower rates of turnover 
tax and other advantages, such as low rentals. Mter the 
payment of 10% income tax, all net profit is left to the 
Co,operatives for increasing their working- capital and 
investment. 

On the other hand, the State Treasury spends every year 
enormous sums for developing the State and Co-operative 
trade apparatus. In the budget of 1928-9 a sum of 
182,500,000 rubles (fI9,200,OOO) is provided for this purpose. 
The greater part of this huge- expenditurll--ilbout two-thirds 
-is connected with an outlay almQSt entirely for developing 
export, but there is, however, no possibility of definitely 
separating these items. About 47 mill. r. from the Treasury 
grant are to be spent for capital investment, in constructing 
refrigerators, bacon factories, steamers, etc. (including 
34 mill. r. chiefly for export trade)_ Also, from sources other 
than Treasury grants (accum$ted profits, local subven
tions and bank financing), a sum of about 143 mill. r. will be 
given- for further capital investment (1928-9). A further 
sum of 120 mill. r. has been allocated as Treasury grant for 
financing export trade; 13 mill. r. is allocated for covering 
losses of sending grain and flour to the cotton-growing dis
tricts in Turkestan in order to counteract the tendency of 
the cotton-growers to revert to sowing wheat. The disloca
tion of the grain supply inflicted great hardships on cotton
growers, who in considerable numberS began sowing wheat, 
as has been mentioned above. And lastly, 2'5 mill. r. are. 
allocated by the State budget 1928-9 as reserve_ 

The Co,operati'Ve trade apparatus received a Treasury 
grant of 17-7 mill. r. (1928-9) chiefly for financing grain trade 
and bakeries and for increasing the working capital of 
Co-operatives collecting raw materials for export trade. 

The expenditure on t4e Commissariat of Trade amounted 
in the budget 1928-9 to 22-4 mill. r., not including expenditure 
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on trade representatives abroad, which from 1929 will be 
paid out of profits of the respective agency. 

It is clear from these figures that State trade is run at a 
considerable loss, although part of the expenditure is applied 
for capital investment, but the verY character of the latter 
in most cases precludes repayment in full. "Charitable" 
credit is employed to a large extent (about 4,000 mill. r. in 
1929), and this makes the financial results the more unsatis
factory. The planned future development of industry will 
undoubtedly increase the financial strain on the State trade 
apparatus. As far as export trade is concerned, its heavy 
losses are discussed below in the chapter on State monopory 
of foreign trade. 

The comparatively large revenue derived from Co-opera
tive trade represents to a great extent indirect taxation 
applied by this privileged State institution to the general 
consumer-monopolistic prices on the one hand, and reduced 
taxes, low rentals, etc. on the other. This state of affairs is 
permitted in order to help the accumulation of the necessary 
working capital. Co-operation gets the same" charitable .. 
credit, and about 4,000 mill. r. are given in loans and advances 
by the State bank organization. Taking into consideration 
these peculiar circumstances, we may conclude that the 
Co-operative (i.e. chiefly retail) trade is run at a loss as weIl; 
but it should be noted that the prices in Co-operative trade 
are regulated by the Government. 

The Co-operative retail b'ade presents an extremely com
plicated problem. The necessity of limiting prices, the 
policy of intervention and the desire to place some· kinds 
of Co-operative shops in a speciaIly privileged position 
(workmen's Co-operatives attached to State factories and 
peasant consumer Co-operatives supplying grain, etc.) require 
the utmost centralization. Drastic measures against private 
trade resulted in a catastrophic decrease in the number of 
private shops. The Co-operative network was unable to fill 
this gap, and considerable difficulties in the supply occurred. 
However, further increase of the network is a costly matter. 
The decrease of highly taxed private shops diminished State 
revenue, and higher rates in the taxation of Co-operative 
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shops (turnover tax) became necessary, and this was actually 
effected by a·law passed on September 25, 1929. 

On the other hand, endless orders to lower cost of manage
ment compelled reduction in the number of shop attendants. 
Natw;ally, this seriously affected the s'ervice in the C0-
operative shops, and in many places it became abominable 
from a West European point of view. Long queues have 
been got rid of only by artificial measures; for example, by 
introducing consumers' cards, which limit the quantity of 
commodities sold to each person and by ordering definite 
shifts of purchasers. 

Consumers' cards limiting the sale of bread exist now in 
practically all cities. In Moscow, from September 20, 1929, 
meat (beef, mutton and pork) is sold only on producing the 
meat card. Meat is sold to each person only every second 
day; to workmen 200 grams a day, and to members of their 
families and to other workers'Ioo grams (3i oz.) a day. 
Eggs are sold in a similar way: the monthly ration is 
25 eggs for a child of a worker and IS eggs for an adult 
worker who is holder of a Co-operative booklet-it means, 
as a rule, IS eggs for all adult persons in a family a month, 
because very few families have more than one booklet. By 
these means it is hoped not only to reduce consumption, but 
to avoid queues as weIl. As a matter of fact, in spite of 
the introduction of consumers' cards, from time to time in 
the. State shops (and in the newspapers) appear announce
ments declaring laconically: "No milk (or other com
modity) available to-day." ••• 

Tremendous efforts have been Plade to avoid all these 
abominable defects of State retail trade. Numerous meet
ings and conferences discussed measures to improve the 
situation, and drastic intervention of the Control depart
ment, party organi2ations and of the "light cavalry" 1 

followed. Special apparatus for quicker weighing of certain 
commodities has been introduced; the cashier service has 
been improved. Many shop managers and attendants were 
dismissed. Still the technique of the Co-operative retail 

... Light cavaby" is a term meaning the occasional voluntary detacll· 
menta of CommUDist party work ... conuolliDg grievances and abuses. 
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trade remains deplorable, and the public is compelled to 
undergo considerable inconveniences. Naturally, such a 
thing as the delivery of goods to homes is absolutely 
unknown. 

It is an interesting feature that hardly any advertising is 
done in Soviet Russia. . This is also a means of lowering 
cost, and it is even strictly prohibited to spend large sums 
on advertisements. This is partIy due to the absence of 
competition and to the shortage of stock. On the other 
hand, the Soviet agencies- abroad (1 nreklama) try to get 
advertising from foreign firms, although it is evident that 
such advertising is practicaIIy of no effect .••. 

AIl these difficulties relating to centralized supply gave 
rise to proposals of decentralizing the supply of certain 
commodities of .. secondary importance," such as potatoes, 
vegetables, poultry, fish, etc. Unfortunately, some experi
ments of that kind did not succeed. For instance, the 
Commissariat of Trade aIIowed a free hand to some Moscow 
Co-operative organizations regarding the supply of potatoes. 
The results have been unsatisfactory and there occurred a 
shortage of potatoes in Moscow. The two Red'directors of 
these supply organizations were sentenced by the Moscow 
Criminal Court to eight months, two to six months arid two 
to four months forced labour for .. bureaucratism and care
lessness," and deprived of the right to be appointed in future 
in any State or public organization.1 On the other, hand, 
private traders who tried to intervene in the fish market 
in Astrakhan and clandestinely bought fish at a higher price 
than was offered by the official organs were brought to tria! 
for speculation and for" counter-attack of the private sector 
against the socialized sector," a Many other people were 
put in jail for sin1ilar offences. 

1 Il'VtlsU)'4, September 20. 1929. • Ibid., September 15. 1929. 
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CHAPTER VII 

THE SOVIET RUSSIAN MONOPOLY OF FOREIGN TRADE 

THE monopoly of foreign trade introduced by the decree 
of April 22, X9;[8, is the only economic institution which has 
remained intact, from the socialistic organizations of the 
first years of Bolshevist rule to the present time, and for two 
reasons: (x) as a weapon by which the Soviet Government 
hoped to strike at foreign countries, and (2) as a weapon 
with which to control the peasants' production. Nobody 
can export from or import into Russia without the special 
permission of the Government. Purely political inter
national considerations have always prevailed in this 
connection. 

The Soviet Russian leaders advocate that such a monopoly 
is vitally necessary for the purpose of protecting Russian 
economics from foreign competition, and for preventing a 
passive trade balance. However, for these purposes, pro
tective and partly prohibitive tariffs would suffice, and it 
would be absurd to hamper export in such circumstances. 
The excuse of a "planned" economy and "regulated " 
foreign trade are common slogans for the uninformed only. 
In fact, planning in this field was the worst of all Govern
ment planning, and endless alterations were made and 
conflicting orders were incessantly given with the changing of 
the international or internal state of affairs, of gold reserves 
and of political relations with foreign Governments. As far 
as export is concerned, superhuman efforts have been made, 
to achieve a maximum export of everything that could be 
secured, but this had been always allowed only through the 
official channels of the "socialized sector." In fact, there 
existed only one kind of " planning": to secure the maxi
mum of State export J Lately a jeweller being tried for 
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clandestine selling of his diamonds abroad through an official 
of a foreign Legation naively alleged as plea that he had in 
59 doing served the State, having increased the quantity 
of dollars in :the counhy: needless to say, he and his 
accomplices were sentenced to capital punishment! 

The monopoly of foreign trade lias required enormous 
expenditure from the Treasury and has inflicted terrible 
economic losses on the Russian nation. Nevertheless, for 
purely political considerntions it was proclaimed to be the 
most inalienable and fundamental institution of the Soviet 
economic system. 

With the introduction of the New Economic Policy I 
elaborated a project proposing mitigation of this monopoly 
so injurious to the, Russian nation. This project was pub
lished in the Soviet Press at the end of 1922 imd at the 
beginning of I923. The Government was to declare which 
commodities could be freely exported by private persons 
with the right to import for an equal amount useful 
commodities enumerated in a list approved by the Govern
ment. For instance,. importation of agricultural imple
ments, bicycles, automobiles, typewriters, should be allowed. 
Export of jewellery was to be allowed too, the idea being 
that such a commodity is not necessary in a proletarian 
State. This would have stimulated export and increased 
useful import. However, not only were all such proposals 
rejected, but later it was strictly forbidden even to discuss 
all such questions connected with this fundamental institu
tion called .. State monopoly of foreign trade." .. . 

As a matter of fact, the development of foreign trade 
dragged much behind the development of all other branches 
of national economy. At the end of 1927 export hardly 
reached 40% of pre-war standard. This is the more sur
prising in view of the fact that the new Border States used 
to import considerable quantities from Russia proper when 
they were part of the Russian Empire, and there were, 
moreover, three consecutive years of good crops (1925--7). 

The communist leaders explain this shocking condition as 
being due to the diminished agricultural production and the 
difficulties encountered in extracting grain from the peasants, 



148 The Economic Policy of Soviet Russia 

who consume the surplus themselves. However, 'the fault 
is with the obstinate policy of the Government in respect of 
the peasantry. Only a sufficient supply of cheap industrial 
goods would have stimulated peasant prqsJ.uction, and only 
foreign countries could have offered them in sufficient 
quantities in exchange for agricultural produce, to the 
advantage of both -parties. Even if we assume that there 
V(tlt"e real difficulties in collecting export goods, liberation of 
exports from administrative and bureaucratic fetters could 
be the only logical expedient. But here again political 
considerations prevailed. 

Now, export is rapidly 'rising, but chie1ly by artificial 
measures which cost enormous sums, and also by dumping, 
causing great losses. As far as import is concerned, the 
policy of the Government is to provide chiefly the State 
industry with cheap foreign equipment and help industrial
ization. Here the monopolistic' apparatus of the State is 
working unsatisfactorily, and foreign commodities are bought 
at a higher price than the average free export price in ordi
nary circumstances. On the other hand, the peculiar policy 
of the Soviet Government on the home market in respect of 
peasant production brought about the co14p6e of the food 
supply in the cities, and considerable quantities of cereals 
had to be imported. In 1927-8 278,000 tons of cereals 
costing 27 million rubles were imported into Russia, and 
this in a year of good crops! 

As a matter of fact, in a country with a score of million 
small producers, the collection of grain, can profitably be 
done only through the medium of small collectors living 
among the producers and operating with their own small 
capital. Centralization of this business and the existence 
of special agents procuring large quantities are costly because 
of the high trave1ling expenses, interest on the working 

, capital, etc. This was the reason why even in pre-war times 
in Russia small firms competed successfully in the grain 
trade with big enterprises, and banks were compelled to use 
the intermediary of the small grain collectors. Of course, 
peasants could oppose co-operation and get better prices. 
On the other hand. the centra1ized State apparatus with its 
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limited prices is costly and exercises severe pressure. At the 
same time scarcity of industrial commodities on the market 
paralyzes the selling of grain. and other agricultural produce. 
The Government intentionally kept prices of grain at a low 
level, fearing too large a demand on the part of the peasantry 
if the grain fetched considerable sums. The natural result 
was a great reduction in agricultural produce. It should be 
noted that in pre-war times adaptability of the Russian 
peasantry to favourable market conditions was surprising 
and the development in the production of poultry, eggs, 
butter, etc. even in a few years became quite striking. 
Therefore, when in the last decade before the war prices of 
cereals on the international market went down, a remarkable 
increase of other kinds of agricultural produce took place. 
Consequently, important changes in the structure of Russian 
export could be noticed. In 1:909 eggs were exported to the 
value of 62,21:2,000 rubles, and in 1:913 to the value of 
90,639,000 rubles; butter, 48,401,000 rubles and 71,159,000 
rubles; meat and bacon, 3,089,000 rubles and 9,398,000 
rubles; poultry and game, 5,179,000 rubles and 7,041,000 
rubles respectively. 

The centralized system of Soviet export cannot adapt itself 
sufficiently to the peculiar conditions of small peasant pro
duction; and now the peasant tenures have a tendency to 
split still more, again partly as a result of Government policy 
in respect of the richer peasantry. In future the production 
of the large State" grain factories .. will probably be chiefly 
used for export purposes. In pre-war times there was an 
export of grain over the present Russian frontier of about 
1:3 million tons, whereas the quantity of home-produced 
grain bought by the non-agricultural population of Russia 
amounted to about 6 million tons ouly. Therefore, export 
was one of the most important items of agricultural economics 
in pre-war times. Having captured the home market and 
the foreign market, the Government dominates now the 
whole peasant production. 

The Commissariat of Trade issues licences for any export 
or import of commodities. In order to avoid the possibility 
of an unfavourable trade balance, an estimate (U plan ") of 
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the prospective export is made, and the amount of import 
will be limited to the amount of the expected export. A 
fight is always going on in the respective Government and 
party quarters about the distribution of the import quotas. 

All foreign currency (bills, etc.) reaIiled by an export 
organization must be surrendered to the State Bank in 
exchange for chervontzi currency at par. On the other 
hand, all import organizations get the necessary foreign 
currency from the State Bank at the same par exchange. 
Considering high prices in Russia and low prices abroad, 
this means that export will be as a rule run at a loss and 
import will give profit. In this arrangement export losses 
are covered by the State Treasury, whereas the State 
industry gets full profit from cheap import, less the amount 
of custom duties paid for such goods. Of course, such 
mutual payments and losses and profits should not be taken 
too seriously, because they rep~esent simply mutual dis
bursements of diff~rent State departments. But in· reckon-" 
fig net profits of State industry, account should be kept of 
this peculiar arrangement by which the producer of exported 
goods is deprived of the possible benefit of re-import; 
indirectly he is taxed in favour of State industry. 

The chief agricultural products, viz. grain, oil seed, flax, 
hemp, skins, etc., are supplied by the respective State (or 
Co-operative) organizations procuring them on the home 
market. The so-called Gostorgi (State trade organizations) 
procure all kinds of export materials, mostly of secondary 
importance. The task of procuring manufactured goods 
for export purposes is usually allotted to the respective 
Syndicates or some of the large Trusts. For the actual 
disposal of all these goods special monopolistic export organ
izations exist, viz. the" Exportkhleb " for export of grain, 
the .. Exportles." for export of timber, .. Promexport .. for 
export of manufactured goods, .. Masloexport .. for export 
of butter, etc. 

The highest possible concentration of the work of these 
State export otganizations was ordered by the Commissariat 
of Trade on February 6, I930, and all separate export 
organizations and companies are to be liquidated excepting 
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those exporting oil, coal and matches. The export of these 
articles will be left in the hands of the respective Central 
State industrial combines, viz. the Oil Combine, the Coal 
Combine and the Matches Combine. 

On the other hand, the whole import trade. will be con
centrated in the hands of special import organizations for the 
separate branches of import, viz. the "Metalimport," the 
"Electroimport," the "SeIkhosimport" (for agricultural 
implements), the "Khimimport" (for chemical products), 
etc. The import of consumers' goods is entrusted to the 
" Centrosoyus " (Central Union of Consumers' Co-operatives, 
which is, in spite of its name, a State institution). The whole 
foreign trade with Oriental countries is entrusted to a special 
State organization, the " Vostgostorg." The freight business 
is concentrated in the hands of a special State organization, 
the "Sovfrakhttransport." 

The work of all these organizations is controlled by the 
Commissariat of 'Trade and its representatives in foreign 
countries. 

Soviet Russia is exercising a very sharp control over the 
quality of export goods, and it is hoped that Retter quality 
will increase prices received from' abroad. This was a grave 
question with pre-war export. Nevertheless, peculiar con
ditions of dispersed peasant produce make this problem 
extremely difficult, and too rigorous measures may become 
a two-edged policy. 

The centralization of all purchasing done abroad, and of 
all selling, was done with a view to exercising pressure on 
the foreign firms and concerns. Nevertheless, as a matter 
of fact, the average price of Russian purchases abroad is a 
good deal higher than the ordillary export prices. This, at 
any rate, is true in respect of Soviet purchases in Germany, 
as has been repeatedly pointed out by the Soviet author
ities. Similarly, the average price realized abroad for 
Russian goods is usually considerably below the prices paid 
for similar products of other countries. 

This deplorable fact can be partly explained by the risk 
which is taken into consideration by foreigners when dealing 
with the Soviet Union, in spite of the fact that up to the 
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present time the Soviet Government has fulfilled its obliga
tions. But there is also. another circumstance which is 
partly responsible for it: the uncertainty of the capricious 
Soviet Russian customer I Under various pretexts or from 
a simple caprice or extraneous political cOBsideration, orders 
are transferred to other firms and to 6ther countries I In 
. other words, the instability of the Russian orders, coupled 
with almost incredible formalities and bureaucratic pro
cedure, naturally results in less favourable terms for Russia. 
The necessity of controlling and supervising this formidable 
apparatus, and the enormous sums involved, necessitated 
an incredible number of formalities, and the decisions are 
usually very protracted. 

Soviet Russian foreign trade development may be noted 
as follows ;-

(In mill. chery. rubles; for 1911 mill. gold rubles.) 
. 

Import into Russia. Export from Russia. 
Excess 

Over Over of 
Over 

EUIO: 
Over Over Eurn- Over import 

all Asiatic all Asiatic over 
, fron- ~ fron- fron- Ke

"" fron- export. 
tiers. tier. tiers. on- tier. tier. tier. 

1911 1,162 1,023 139 1.591 1.514 77 -429 
1924-5 724 644 80 556 508 48 +,68 
1925-6 756 674 82 671 589 88 +79 
19'6-7 713 624 89 771 678 93 - 58 
1927-8 945 820 125 774 636 138 +'7' 
1928-9 836 697 139 878 723 155 - 42 

The development of export is very poor, and an unfavour
able trade balance is the rule_ The industria1ization policy 
necessitated new large increases in imports in I927-8 (espe
cially electric installation, machinery, hardware), and at a 
time when import of food-stuffs had to be increased (from 
30 million rubles in I926-7 to 68 million rubles in I927-8 
over the European frontier). Soviet Russia does not possess 
any foreign assets, and an unfavourable trade balance 
means an efflux of gold or a rise in foreign indebtedness. 
The German credits of Rm.300,000,000 (£I5,000,000, or 
$75,000,000), given, one half fot two and the rest for four 
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years, helped to divert a number of orders from England to 
Germany as .. pnnishment " for the severance of diplomatic 
relations, but on the whole they simply postponed difficulties 
of repayment and soon necessitated exceptional measures 
of dumping and SChleudeI'exporl. Germany was herself hit 
by this reversal, as may be seen from the following figures : 

EXPORT FROM SOVIET RUSSIA TO GERMANY 

In chery. rubles. 

192 8--9.1 1927-8. 1926-7. 

Total export • 208.537.000 186,152.000 167.284.000 

Foo~,s/Uffs • . ... 63.667.000 81,822,000 
Including: Wheat - l,g83.000 20.780,000 

Poultry and game 4.080,000 2.370,000 593.000 
Butter 9.939.000 12,090,000 10,618,000 
Fruits . 2,075.000 - 660.000 643.000 
Eggs. . 19.830,000 :&6,151,000 19.314.000 
Peas and beans 10,051,000 3.513.000 7.672 ,000 
Caviare 4.526.000 3.447.000 z,l69,ooo 
Oil-cake . 1.389.000 1.553.000 6.446•000 
Sugar . 400,000 52 3.000 -
Wine . . . . 

Raw maUrillls 4nt1 $'''';-'''''u-
575.000 197,000 -

f.au ... gOO" • 55.266.000 47.966.000 
Including: Lumber. 

} 18.597.000 3.185.000 3.660.000 
Timber 7.0 43.000 4.392 ,000 
Seeds 275.000 1.492 ,000 173.000 
Medical herbs 2.393,000 1.476,000 728•000 
Down and feathers 3.081.000 1,834.000 988.000 
Flax 19.000 27.000 866,000 
Manganese ore 1,88S,ooo 1,285.000 2,237.000 

Furs. 53.89 1•000 60.579.000 36.368,000 
Mmttl/aehcr«l goods • . ... 4.663.000 843,000 

Including: Woollen carpets 270,000 682,000 34,000 
Cloth . 6 29.000 6.000 
Matches . . . 
Kustal (peasant) home-

2,876,000 315.000 1,000 

ware . . . 227,000 119,000 13.000 
Cosmetics and toilet soa.p 6,000 30 ,000 -
Other (partly luxuty) • ... 3.333.000 426,000 

1 The incompleteness of the table is due ~ the changing of classifi.cation~ 

We see that the most vital kinds of export from Russia 
from the German point of view ~ viz. wheat, oil-cai<e, man
ganese ore, flax, etc., diminished sharply. On the other 
hand, poultry and game, caviare, seeds, wine, medical herbs, 
peas and beans, down and feathers and fruits increased. 
Import of furs increased by 50% in one year; in weight the 
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increase was from i,40S to I,SIO tons only, so that the 
average price per unit has fallen. Manufactured luxury 
articles, woollen carpets, cosmetics, Kustar home-ware, etc., 
show a. considerable increase. It is really surprising that the 
Germans did not stipulate the mode of repayment, viz. the 
kind of commodities :which will be imported in payment 
of credits granted to Russia I In consequence, dumping 
exports, such as the export of matches, sugar, cloth, timber, 
etc., are rising. There was a terrible shortage of butter 
and eggs in Moscow and other towns at this time, and people 
paid 12 rubles (30s. or $6) for a kilogram (about 2lbs. 3 oz.) 
of butter in private shops. 1 -And still the Soviet Government 
hastened to increase the export of these articles abroad I 

The Government influences prices of export articles on 
the domestic market by centralized action of all export 
organizations. These strict price limits cannot be passed 
by agents collecting export good§, and only agents accepting 
the directions of the Government may supply articles for 
export, and they are not allowed to supply anybody else 
except the State, or they will be taxed at extremely high 
rates., This system has naturally the great disadvantage 
of lessening the incentive to supply goods, and the export 
of articles of secondary importance is much behind the pre
war level also. The tragedy is that not only producers and 
agents collecting export goods get low profits, but they are 
precluded from the most important benefit, directlyexchang
ing their produce for cheap foreign commodities. They get 
little profit and cannot even find a sufficient quantity of 
commodities on the home market I 

There are three articles which constitute now the most 
important items of Soviet Russian export over the European 
frontier: furs, oil and timber. Butter and eggs are begin
ning to play an important rale also. The considerable 
export of furs is not only the result of Western fashion, but 
it is also an important achievement of Soviet trade. There 
was a large increase of wild fur-bearing animals in Russian 
forests during many years of interrupted hunting. Now 

1 Railways were forbidden to transport butter from Vologda and other 
butter-producing districts to Moscow and other towns, and the pzoduc:e 
was divertod abroad. 
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it is feared that the present scale of hunting may endanger 
future fur output. In 1927-8 export of fuIS reached the 
high figure of 3,422 tons, valued at II9 million rubles, 
mostly to Germany, England and Latvia. In the year 
19211-9 the quantity of fuIS exported increased and reached 
3,527 tons, but it was sold at a substantially lower price, 
viz. for 109 million rubles only. 

The export of oil and its derivatives is the result of the 
great efforts of the Soviet Government to intervene in the 
international market of a commodity of the utmost world 
importance. Political considerations played a decisive 
role, and nothing was left undone to bring the severest 
pressure to bear on the European oil market. We have 
seen that in 1925-0-1927-8 the Soviet Government invested 
537 million rubles in the oil indusby, or 17% of all net invest
ment. From the standpoint of indust:ria.li2ation policy this 
was not necessary. There is hardly any automobile trans
port in Russia, and this made the production of petrol a 
problem of secondary importance. Kerosene supply was 
sufficient, at any rate for the market; it was chiefly 
a problem of transport only, and the price-of kerosene 
is much below pre-war level. For instance, in Stalingrad 
(Zarizyn) the price was 8'25 chery. rubles for 100 kilograms 
in 1927 and 7'95 gold rubles in 1913. Utilization of 
naphtha oil for fuel purposes is against rationalization 
policy, and there are even difficulties in the disposal of oil 
in the home market. Consequently all efforts were con
centrated on the international supply, although evidently 
this could not repay the enormous outlay, especially at a 
time when the world market for oil was very dull. 

Let us consider a few figures concerning the supply of 
oil over the European frontier (1927-8) and compare them 
with pre-war conditions (1913). In 1927-8 Russian export 
of kerosene amounted to 697,878 tons, valued at 23,814,000 
cherv. rubles; the pre-war export was 404,261 tons, valued 
at 20,364,000 gold rubles, so that in 1913 the export of 
kerosene was much more profitable. Soviet Russian export 
of lubricating oils amounted to 181,63<Y tons, valued at 
:1:0,262,000 chery. rubles; the pre-war export, 289,165 tons, 
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valued at 17,544,000 gold rubles; here not only was the 
pre-war export much larger, but it was also much more 
profitable. 

Petrol is a product which only became important in 
post-war times, and therefore comparisoI1'is hardly possible; 

-in 1927-8, 749,171 tons were exported, valued at 44,030,000 
chery. rubles, whereas in 1913 export amounted to 151,958 
tons, valued at 8,225,000 gold rubles, that is, the quantity 
exported was much less, but the price was still more profit
able I Of other kinds of naphtha products Soviet Russia 
exported: crude naphtha, 169,243 tons, valued at 4,032,000 
rubles: and mazut oil, 644,597 tOllS, valued at II,381,000 
rubles; in pre-war times, 63,654 tons, valued at 2,370,000 
rubles. . 

To sum up all oil products: in 1927--a, 2,442,519 tons, 
valued at 93,519,000 chery. rubles; in 1913, 909.038 tons, 
valued at 48,503.000 gold rubles. Considering the differ
ence in purchasing power of money. the present total export 
of oil products is hardly more valuable than the pre-war 
export and much less profitable. As a matter of fact, in 
viewbf the enormous additional expenditure. this export 
is certainly run at a loss. Export of oil products over all 
frontiers amounted to 2.782,749 tons, valued at 107.021,000 
chery. rubles in 1927--a, and to 3.042,II4 tons, valued at 
132,614,000 chery. rubles, in 19211--9. 

It should be noted that Soviet Russia is dumping oil 
chiefly as a means of fighting against the British oil interests. 
In the year ending September 30, 1929, oil products were 
exported from Russia (in English tons): to England, 
714,014 tons; to Italy, 510,920 tons; to Germany, 477,005 
tons; to France, 350,448 tons; to Spain, 303,003 tons; 
to Egypt, 234.526 tons; to Turkey, 179,614 tons; to 
British India,. 171,403 tons; to Africa, 83,881 tons; to 
Persia, 47,100 tons, and even to U.S.A. 16.177 tons. Russian 
oil fetched a much lower price than· in the year before, yet a 
further big increase of export is planned for next year. 
In the first five months of the fiscal year 1929-30 the export 
of oil was 22'5% greater than in the same period of the 
preceding year, and amounted to 52,652,000 rubles. 
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With the same view of damaging British interests, great 
efforts have been made in Russia in dumping export coal, 
although Russia is very poor in coal and some difficulties 
were experienced on the home market. The total export .of 
coal for 192~ has risen to 1,150,629 tons, chiefly to Italy, 
China, Turkey, Greece and even to U.S.A. (165,561 tons), 
England (26,910 tons), France (74,937 tons), Germany and 
Argentine I In spite of the losses on coal export a further 
increase is planned, and Mariupol harbour is going to be 
rebuilt accordingly. In the first five months of the fiscal 
year 1929-30 the export of coal was three times as large 
as in the same period of the preceding year, and amounted 
to 5,023,000 rubles. Hardly any export of coal existed in 
pre-war times, and Russia used to import considerable 
quantities, chiefly from England. 

The export of timber was also a great international issue. 
Here Soviet Russia could not only influence the world 
market by its iIIllPense resources, but could also exerCise 
great pressure on the former border States of Russia. How
ever, there was the great difficulty that the most accessible 
forest regions were terribly devastated by premature cutting 
during the war. Nevertheless, the Government gave 
drastic orders for the preparation of the greatest possible 
quantity of timber for export purposes and large sums 
have been allocated. The Leningrad district was hit 
especially hard by this order and the devastation will be 
increased. This policy is particularly noteworthy, because 
it has been estimated beyond any doubt that considerable 
shortage of timber will be experienced on the home market, 
and even new building is threatened by an insufficient supply 
of timber.l At the same time the home market index 
price of timber (wholesale price in comparison with 1913 = 
1000) is higher than for any other commodity, viz. 2,457 
in 1927-8 and 2,376 in 1928--9 (estimate). 

However, timber export was considered to be the 
most important expedient for equalizing an unfavourable 
trade balance. The timber industry is run at a loss, and 

J, The Control figures for 1929-3° estimate a shortage of about 3,000,000 
cubic metres (3.100,000 cubic yards). 
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special subsidizing became necessary. The Leningrad port 
was partly rebuilt at considerable outlay for the purpose of 
facilitating timber shipping. 

Unfortunately, comparisons with pre-lI'ar conditions are 
impossible, because considerable export of timber was 
carried on from the border States which are now separated 
from Russia. The timber export rose from 79'8 miIIion 
rubles in 1926--7 to 93'9 miIIion rubles in 1927-8, and to 
137'1 million rubles in 1928--g, mostly to England, in spite 
of the sharp decline of prices on foreign markets. In the 
first five months of the fiscal year 1929-30 the export of 
timber increased by 43.6% In comparison with the same 
period of the preceding year; and amounted to 52,600,000 

'rubles. The Leningrad port was piled with timber almost 
beyond capacity and countless timber ships floated in the 
docks. 

The Chicago Tribune, May 12, 1929, has described the 
effect of Russian timber export in the following way: 

"The latest developments in Russia are causing the Baltic 
States more a1ann than the activities 6f the agents of the Com
munist Internationale, whose continued efforts to overthrow the 
newly-fonned governments have failed. The new threat from 
Moscow originates in .the Soviet Government monopoly of foreign 
trade. The economic future of Russia's next-door neighbours 
is threatened. The foreign trade monopoly has adopted a dump
ing policy. Large amounts of Russian raw materia1s and manu
factured products are being sold abroad at prices which make it 
impossible for the Baltic states to compete. Finland, Esthonia 

. and Latvia balance their budgets with timber exports. Prices 
in the European timber market were shaken in the last week, 
when the Soviets sold 360,000 cubic feet of timber below the 
cost of production. Riga, which has gained the reputation of 
being the largest Baltic timber port, reports the timber industry 
in a chaotic condition, and a financial crisis affecting Latvia IS 
likely to result. Finland is also bardly hit. Besides timber, 
thousands of tons of Russian flax were sold under the market 
price in England and Belgium, causing Iarge losses to the Govern
ment flax monopolies of Latvia, Esthonia and Lithuania. The 
Russians are also dumping sugar, cotton goods, tobacco and 
other manufactures into the Baltic markets in order to realize 
foreign currency, which is needed to meet their bills abroad, 
especially in the United States, where the Soviet Government 
Is making the greatest purchases." 
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Considerable shipments of RusSian timber reached U,S.A. 
too, and the Soviet Russian Agency, the Amtoyg, in New 
York had to explain (Economic Review of Soviet Union, 
April I, 1929) that there was no dumping on the part of 
the Soviet Union, such being reaIly a necessary expedient 
for payments in America I 

Quis'excuse, s'accuse I The Economic Review of Soviet 
Union, February I, 1929, explained that the Soviet Govern
ment would not impose any customs duty on American coal 
because the American Government did not impose duty on 
Russian coal I This explanation is evidently given for 
naive people who do not know that Soviet Russia has a 
monopoly of foreign trade by which no import is aIlowed 
except by special permission of the Government for each 
consignment, and customs duty has no real importance, as 
it can be, and often is, suspended in particular cases, if 
necessary. 

The Russian Government exports now, and can export, 
everything: matches, mineral water, cloth, laces, coal, 
sugar, rails, etc., since no consideration is paid to financial 
loss, or to much higher internal price, or to shortage of the 
respective commodity in Russia. The labels on Russian 
matches are printed in ten languages, and they even reach 
Australia, although such export can be carried on only 
at a considerable loss. 1 Russian coal is shipped to Moham
merah in the Persian Gulf, although high cost of production 
and shortage of coal in Russia is annoying the Soviet Govern
ment. Cloth has been sent to Mohammerah and sold there 
at as Iowa price as 4t4. a yard, a thing unIleard of in the 
Soviet Union, and greatly to be envied by Soviet citizens. 
Even in London Russian cloth has been sold successfully, 
at a time when Russian housewives deplored the terrible 
shortage of cloth on the home market. Granulated sugar 
is sold in Soviet Russia at 62 copees a kilogram, being highly 
taxed by an excise duty (24 copecs a kilogram), but never-

1 Total export of matches in 1028--9 was 18,040 tons, valued at 6,107,000 
rubles, chiefly to Germany, England and U.S.A. Russian dumping 
induced the German Government to create a State Match Monopoly. In 
tho ftrst five months of the fiscal year 1929-30 tho export of matches 
reacbed 4.700,000 rubles in comparison with 2.312,000 rubles in the same 
period of tho preooding year. 
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theless it is sold in considerable quantities abroad, wz. 
124,000 tons in 192~ and 133,000 tons in I927-8. Latvia 
got 19,262 tons of sugar in I92~, where it is sold at a 
somewhat lower price than the Czec~oslovakian sugar. 
And this is done in spite of the desperate situation of the 
sugar industry in Russia (see p. 87). 

An ever-increasing shortage of cement is expected on 
the home market of Russia (see Control Figures, I929-30, 
p. 5I6). Nevertheless, Soviet Russia managed to export 
over 74,000 tons of cement in 192~, chiefly to Greece, 
Turkey, Persia, Egypt and even to the Argentine. 

Considerable quantities of salt were exported via Mariupol 
in the Black Sea, viz. I02,060 tons in I92~, chiefly to 
Japan and the Argentine, and even to U.S.A. 

A terrible shortage of eggs and butter exists 011 the 
domestic market of Russia, and only very limited quantities 
are sold to the public on produ~tion of food cards. N ever
theless, Russia exported 477,367 boxes of eggs, valued at 
27,763,000 rubles, in I92~ (the year before, 863,381 boxes, 
valued at 40,464,000 rubles, were exported), chiefly to 
Germany, England, Austria, Latvia and a small quantity 
even to U.S.A. (938 boxes). In I92~, 27,764 tons of butter 
were exported, chiefly to England, Germany and Latvia. 

It is interesting to note that in January I930 Russia 
resumed the export of cereals at the time of the deepest 
decline of prices and of the most depressed conditions in 
the European grain trade. 

Naturally, such export causes considerable financial loss. 
The exact figure cannot be given, because many items of 
actual cost of export are hidden in the general expenses 
of the respective export organizations, or in Treasury 
expenditure on investment, or in financing the respective 
branches of State trading. The sums allocated by the 
State budget to cover direct money losses of the s<H:a1led 
"unprofitable export," and in premiums for aiding export, 
amounted to 68,000,000 rubles in the budget of I927-8 
and to about II4,ooo,ooo rubles in the budget of I92~.1 

• This expenditure will be. in fact. Ian!er. aDd additional sums will 
be provided for from the Reserve (secret) lund 01 the Government. All 
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Direct premiums are paid by the State Treasury to State
exporting organizations for export of wine, alcoholic drinks, 
sugar, oil and cotton c1oth.1 

Of course, dumping and artificial export are of common 
occurrence in capitalistic countries also, and sugar used to 
be an article subsidized in a most abnonnal way by many 
European nations until the Brussels Sugar Conference of 
1902. Present-day Gennany even exported rye lately to 
Canada as a result of the artificial' pressure of Reparation 
payments I But Soviet dumping is quite peculiar; to a 
great extent it is simply a political dumping, and out 
of the range of categories given in Professor Viner's 
classification. . 

However, if we take for granted that the Soviet Russian 
situation necessitates wholesale dumping, still we must 
establish the fact that this is the result of a most unfortunate . 
economic regime in the country itself. Its dumping may 
inllict some perceptible danlage on foreign countries simply 
because this system is protected by a monopoly of foreign 
trade. In these circumstances extension of foreign credit 
for purposes which do not repay (industrialization Ii fonds 
perdus) naturally gives rise t.o artificial dumping, perhaps 
in a more destructive fonn than that created by Reparation 
payments. On the other hand, Soviet Russia inllicts con
siderable losses on other countries by sudden orders pro
hibiting import of certain commodities. For instance, 
lately Russia abruptly refused the import of some 1,500,000 
scythes from Austria, which used to be the chief source of 
supply for many decades. 

The Soviet Russian Government is very anxious to get 
the monopoly of foreign trade recognized, as a fundanlental 
institution, a sine qua non. Germany solemnly accepted 
this principle in its treaty with Soviet Russia and cannot 

the expenditure on financing State Trade out of the State Treasury pro· 
vided lor in the budget of I928-g amounted to 182.500,000 rubles. of 
which over two-thirds is directly designed for export purposes (see 
Chap. IX). 

1 See Haensel. FintJ,..,- "'nc:i' SleuntJn/assung. p. 213. Premium for 
exported cotton cloth is 5'6 copecs a metre (39 inches). The export of 
wine from RUBSia is rapidly rising. chielly to Germany. 

1/1 
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retaliate in a similar way. In international relations only 
retaliation is the ultima l'atio .. 1 In this respect the Govern
ments of Persia and Turkey were able to meet the Soviet 
demands in a much more effective way and obtained relaxa
tion and practically abolition of the pnnciple of monopoly 
of foreign trade for their national products in trade over 
the Asiatic frontier. The Persian treaty was concluded in 
:1:927 (along with a military convention) and expired on 
October :1:, :1:929; nowpoul'pal'lers are going on between 
the two Governments. 

Persia, being practically free in her export activities with 
Russia, exported in :l:928--g cotton wool to the amount of 
:1:7'7 million rubles; rice, u·6 million rubles; wool, 6'2 
million rubles; dried fruits to the considerable amount of 
8'3 million rubles, and furs. I~ is interesting to note that 
Russia is superabundant in fruits, and exports herself con
siderable quantities of fresh and dried fruits abroad, chielly 
to Germany, France, England and Latvia. -

Thanks to the peculiar internal economic policy of the 
Soviet Union and its reaction on economic relations with 
foreign nations, the whole situation became quite abnormal : 
Russia, being overwhelmingly an agricultural country, with 
a comparatively very poorly developed industry (per head 
of population), is quickly becoming in her international 
economic relations with foreign nations a country with 
prevailing industrial export. In :l:928--g the industrial 
export amounted already to about 60% of all export. In 
the first five months of the year 1929-30, industrial export 
has risen by 33'4%, and amounted to 168 million rubles 
in comparison with 126 million rubles in the same period 
of the preceding year. 

The abnormality of such a situation is evident, because 
Russia is unable to compete successfully with capitalistic 

" In order to frustrate retaliation of other Governments by proclaiming 
monopoly of foreign trade against Russia, the latter insisted. on intfO.. 
ducing a special clause in her treaties by which .. no restrictions of trade 
not applied to any other country could be directed against the other 
contracting party' (for instance, m the treaty with Esthonia of May '7, 
1929). 
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countries in present circumstances, and export of agri
cultural products and raw materials in direct exchange for 
cheap foreign manufacture would have considerably stimu
lated Russian agricultural production and given much 
greater benefit to the country. However, this increasing 
industrial export is not yet felt by European countries very 
sharply because Russia's share in world economics is still 
insignificant. Further industriaiization of Russia will prob
ably influence European economics more perceptibly, at 
any rate in some branches, especially where Russia is backed 
by rich natural resources. It will certainly tend to throw 
out of equilibrium the European economic balance, already 
shaken by pre-war conditions. This is the more likely 
because the Russian home (mostly peasant) market cannot 
recuperate sufficiently quickly under the present political 
press1Jre and fiscal policy. On the other hand, increasing 
foreign credits will have to be repaid, and this will necessitate 
increased dumping, because Soviet industrial investment 
cannot be .. profitable" and yield sufficient surpluses for 
repayment. 

Should the planned production in State farms and bold 
industrialization scheme succeed, Russia will be able
and will be compelled-to diminish her import from abroad 
to a great extent. This is the chief aim of Soviet leaders, 
and all official instructions are given in this sense, notwith
standing all declarations of Soviet trade representatives to 
the contrary.l Important results have already been secured 
in the chemical industry, medical drugs, electrical imple
ments, lead, tannin, paraffin and other production. It is 
impossible to say how far Soviet Russia will be willing to 
co-operate in future in stabilizing world economics, but 
naturally communist leaders will use the monopoly of 
foreign trade as an important political weapon. • • • 

1 All futun! policy in ... poet of foreign trade is kept in strictest secrecy. 
The five.year plan is silent too, saying. however. that the Soviet Union 
must strive for independence of foreign capitalistic countries. Only in 
a general table it is mentioned that export in 1932-3 (optimal variant) 
will amount to 1,11:& million rubles (including I,OOS million rubles means 
of production and 167 million rubles consumers' Soods). PIAH. Vol. II, 
Pt. 2. 2nd ed., p. 79. Vol. I. 2nd ed .• p. 101. 



164 The Economic Policy oj Soviet Russia 

The system of import is based exclusively on the idea of 
helping State industry to procure cheap and up-to-date 
foreign equipment and necessary, raw materials. Here 
again the interests of the peasant and general consumer are 
neglected. They are prevented from getti'ng foreign supplies 
of commodities lacking in Russia, and foreign import is 

. again serving the Moloch of industrialization. 
Of course it was impossible to eliminate all foreign supply, 

especially in coffee, tea, cocoa and spices; still, great 
pressure is exercised in limiting imports of this kind, and 
people do not get them for weeks and months and are willing 
to pay exorbitant prices. For instance, tea, "middle" 
quality, costs 6·80 robles (I4s., or $3.50) a kilogram (20 2 
English lb.); best quality tea costs IO robles a kilogram, 
but hardly any is imported now.1 Coffee costs about 7 
robles (I4s., or $3.50) a kilogram, and only 446 tons were 
imported in 1928--g. Oranges and lemons are chiefly 
imported according to special agreements with Italy, and 
herrings chiefly according to an agreement with Norway. 
The import of other consumers' goods has been allowed in 
very limited quantities, mostly as passengers' luggage or 
in postal parcels. 

The list of articles which may be sent to Soviet Russia 
from abroad by post is very limited (for instance, all kinds 
of cloth are forbidden), and only from private persons 
to private persons for personal use, and only in limited 
quantities (see the new regulations in the official Volks
wirlscha/t U.S.S.R .• NO.5. Berlin. I930). Great numbers 
of parcels are returned to foreign senders as not complying 
with this regulation. Enormous customs duties and inspec
tion fees render import by post almost impossible, even of 
articles which are allowed to be imported. Housel1old 
articles which havil bellD in use pay the same duty as new 
ones. The selling of goods received from abroad to others 
is prohibited, and may be punished by imprisonmllDt as for 

J. Russia l?osse9SeS its own tea. plantations in the Caucasus, and their 
output is rismg: I'S% of turnover with foreign tea is allocated for sub
BidWng production of tea in the Caucasus. 
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smuggling. Money orders abroad cannot be secured. 
Foreign money sent to Russia through Soviet State hanks 
(no other channels are allowed) will be paid to addressees 
only in Russian chervonetz currency. The import or export 
of Soviet Russian currency is strictly forbidden, and smug
gling may have grave consequences. Foreigners should 
pay attention to this regulation when entering or leaving 
Soviet Russia: they are compelled to exchange their 
foreign currency into Russian chervontzi at par value, 
which means considerable loss to foreigners. This is done 
to prevent foreigners from selling foreign notes, which are 
in great demand among the Russian public within the 
country. Passengers are not allowed to import more than 
a very limited quantity of luggage; for instance, not more 
than two suits, two pairs of boots, etc., and they must 
have been in use. 

The structure of the foreign trade of Soviet Russia over 
all frontiers may be seen from the following tables (from the 
official Die Volkswirtschaft U.S.S.R., N. 3/4, I930). 

EXPORTS FROM RUSSIA 

(export of platinum not included). 

·October-September. 

'9'~' 1927-8. 

000 000 000 000 
metric rubles. metric rubles. 
tons. tons. 

I. Food·stuffs 890 
II. Raw materials and 

215,689 1,132 234.662 

semi~manufactured 
goods • . 11,614 559,261 7,640 455.'51'" 

III. Live-stock '4 3.291 '3 3.243 
IV. Manufactured goods 'ad 99.349 8. 84.181 

Total 12,618 811.596 8.861 111.849 
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Detailed Statement of Export Goods. 

Octo~tember. 

Articles. 1928-9. 19'1-8· 

000 Per cent. 000 Per cent. rubles. rubles. 

I. Raw materials and 
manufactured goods 
for industriaJ. use • 5:1:1,149 59'5 422.519 54"3 

II. Raw materials and 
manufactured goods 
for agricultural use . 

III. Raw materials and 
8,040 0'9 1.839 1'0 

manufactured goods 
fot traDsport service 2',029 0'2 1,181 0" 

IV. Fuel • " 29.1,6 3'4 22,054 ,'8 
V. Consumers' goods: . 

~al Food-stuffs '07.613 '3'1 229.396 '9'5 
bOther , 8'.439 9'4 13.034 9'4 

VI. Pharmaceutical, 
hygienic. etc, goods 9,315 1"1 1.43' 1'0 

VU. Books, films, etc. . 5.365 0'6 4.005 0'5 
VIII, Othel 10,860 I" 10.329 1'3 

. Total 8110596 100 711.849 100 

IMPORTS INTO RUSSIA. 

October-5eptember. 

19'8-9. 19'1-8, 

000 
000 

000 000 metric rubles. metric rubles. tons, tons, 

I. Food-stuHs '"44 72.091 444 108,184 
II. Raw ma~ and 

semi-manufactured 
goods • 1.059 455.867 1,051 5°1.946 

III. Live .. tock 33 II,or2 39 10.441 
IV. Manufactured ~ 38• '91.333 414 3.8.954 

Total 1.118 836.303 1,014 945.531 
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Detailetl Statement of Import Goods, 

Per cent. 000 Per cent. 000 
rubles. rubles. 

I. Raw materials and 
manufactured goods 
for industrial use : t Machinery , 20'S '74.325 22'S 216,026 
b Raw materials . 43" 360.69, 42 '1 397,625 cl Tools and semi-

manufactured 

II, Raw 
goods , 

materials and 
10'4 87.3,6 11'4 I07.976 

manufactured goods 
for agricultural use . 

ITI. Raw materials and 
8', 67,755 4'7 44.780 

manufactured goods 
for transport service 4'6 38•263 4'I 38.65' 

IV, Fuel , , 0', 488 0', 657 
V. Consumers' goods: (al Food-stuffa !t'o 74,896 11'2 105,622 

(b Other , 1'3 II,Ig8 0'5 4.785 
VI. Pharmaceutical. 

hygienic, etc. goods 0'9 7.360 "2 Il.St7 
VII. Books. films, etc. . "5 12,180 "4 '3.589 

VIII, Other 0'2 1,831 0'5 4.303 

Total '00 836.303 ,00 945.53' 

IlIIPORTS INTO RUSSIA FROlll THE PRINCIPAL COUNTRmS IN 

1928-g. 

"' ...... p""" p.."" From p.."" 
Gennany. England, U.S.A. Franco. 

I. Ra., matertaJs and 
manufactured ... coo ... ... ~ (0, In· % . %, %. %. 

ustrlal use : rubles. .. bIeo, ruhles. .. bIeo. 

·1"1 Ma""-' 84,505 45" 17.,81 41:-6 :IIo,ltU 14'0 6,549 .... 
• Raw ma_ 

SI,989 17'. U:,286 .... 8,,759 58" 9,7l8 sa· ... 
(0) Toola and 

IM!mI.DWlQ-
facturel 

II. Raw materials and 17.41" .. , 7.449 17'5 <4.156 ••• 7.405 24" 

manufactured 
loodl for 1t.Bricul. 
tun) use. • 10,100 '0" ... 

W. Raw materials and 
, .. ag.948 '0" .I,n4 " . 

manufactured 
Iooda for traua--- 15.782 .'. 1,861 ••• 4,756 , .. 4.293 14" lV,_, , , ,0 ... ••• 0', - - •. , .'0 

V, Cons1lDlMS' goods: 
1"1 Food~""', II. .. , _,4°1 5' • ... 0" .. 0" 
bOther, • . ,. 0', ., 0" " 0" ,. . .. , 

VI, Pbaimaceutical. 
bYBimdc. em. ....... , I::;! .. , .. .. , ." ... n • 

~3 VII. Books. films, eta. , ... go 0" 1,066 ... ... 
VIll,Olhu . . . "9 0'. " 0" ". 0', " 0" 

Total 1&f.04S '00 4 •• 106 '00 149.548 '00 119.989 '00 

-



168 The Economic Policy of Soviet Russia 

Machinery, electric equipment and cotton for State 
factories and agricultural machinery and implements for 
State farms or for peasant collective farms controlled by 
the Government are the chiel import articles. The present
day import of machinery and other manufactured goods 
is much behind the pre-war standard. In pre-war times 
goods were imported from Germany to the value of 643 
million gold rubles, Great Britain 170 million gold rubles 
and U.S.A. 74 million gold rubles.' 

These figures show how deeply degraded Russian economics 
have become since the advent of communist rule. Soviet 
Russian authorities used to point out that they are .. the 
greatest buyers of machinery in present times." In fact, 
they are much behind pre-war Russia. This shrinkage of 
buYing machinery etc. is not for lack of desire to import 
foreign industrial equipment, but simply for lack of sufficient 
foreign assets to pay for it. As a matter of fact, the Red 
directors and V.S.N.H. usually beseech the Government to 
increase orders abroad, but their" plans " are cut because 
of insufficient foreign assets, and long-termed credits are 
not forthcoming adequately. Russia lost its purchasing 
capacity chiefly through the fall of agricultural output, 
and for this the Soviet Government economic policy towards 
the peasantry is directly responsible. 

Another peculiarity of the Soviet monopoly of foreign 
trade is the high protective tarifi. One might well ask why 
they exist at all. 

There is a necessity for tarifis for the occasional private 
,passengers in respect of their luggage. However, high 
tariffs have been introduced chiefly with a view to rendering 
less attractive foreign purchases for State enterprises in 
cases where a certain commodity could be produced in 
Russia. In the Tariff Committee the representatives of 
the Department of State Industry (V.S.N.H.) in their 

1 The figure for import from U.S.A. is somewhat misleading because 
in pre-war times considerable quantities of cotton were imported via 
Germany and England and are included in the respective items of import 
from these countries. As a matter of fact. in 1913 U.S.A. imported IOto 
Russia cotton to the amount of 85 million gold rubles and othe< goods 
to the amount of 31 millio.D gold rubles. 
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policy towardli the protection of horne industries are even 
plus royalistes que Ie '01 mime. On the other hand,. by 
imposing high tariffs the Government limits the discretion 
of the Commissariat of Trade. Licence will be asked for 
only in cases where the height of the tariff does not bar 
import. Very often, however, the Government orders 
remission of tariffs in individual cases, and this makes the 
whole customs system rather illUSOry. 

The existing tariffs are high, on the average 30-33% 
of the value of imported goodli.1 In many cases the rates 
are exceptionally high, indeed prohibitive, especially for 
consumers' goods, after the introduction of the new tariff 
which is in force from February 15, 1930. 

For instance, hats, 50 rubles (£5) each hat: knitted and 
plaited articles, of silk or artificial silk, 200 rubles (£20) 
per kilogram; of other materia1, stockings and socks, 
125 rubles (£13) per kilogram, and other tissues or linen 
cloth, etc., 75 rubles (£8) per kilogram. Haberdashery, 
brushes, combs, "umbrellas, etc., 150 rubles (£16) per kilo
gran> I Glasses, 100 rubles (£11) per kilogram I Such 
rates are prohibitive and will hit Germany especially. 

It is interesting to note that tariffs are substantially lower 
in some cases according to special agreements, viz. with 
Italy (February 8, 1924), Latvia, Norway (March 3, 1926) 
and some other countries." For instance, the ordinary 
duty on oranges is 60 rubles for each 100 kilograms gross; 
the duty under the agreement is only 9 rubles 60 cop.: 
ordinary duty on buttons, 1,200 rubles for 100 kilograms; 
duty under the agreement, 198 rubles: automobiles, ordinary 
duty, 50% of the price, duty under the agreement, 10%, 
etc. These special remissions had some infiuence on imports 
from the several countries concerned, inducing increased 
orders (oranges, automobiles, etc. from Italy, herrings from 
Norway, etc.), but only the licence policy of the Com
missariat of Trade is decisive, as a matter of fact. Admis
sion of certain commodities was often granted only after 

1 See all these details in Haensel. Fiflan.r~ 'Und Stlt4~P1Jerfas§ung. p. 207 f. 
The latest customs tarifi is given in the Volkswirlschajt U.S.S.R., No.6, 
1930. published in Berlin in German. . 

• See Haensel. ibid., p. 209. 
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some special pressure on the part of the respective Govern
ments. 

Import from Persia, Turkey and Eastern countries is 
subject to a special tarifI,l and the s~tem of monopoly 
of foreign trade is applied in a less rigid" manner. Import 
via the non-freezing port of Murmansk (near the Finnish
Norwegian frontier, about 600 miles from Leningrad) is 
taxed at lower rates to encourage long-distance railway 
traffic on the Murmansk railway. 

There exist e~orl customs duties for certain articles: 
furs (from 6 to 6,100 rubles--tor 100 kilograms), certain 
kinds of box-wood, santonin (150 rubles for I kilogram 
gross!) and rubber scrap. Export duty on caviare, flax 
and timber has been abolished because it hampered their 
export. In order to prevent smuggling many articles of 
foreign origin can only be offered for sale if sealed with 
customs stamps." 

The actual influx of foreign capital into Soviet Russia is 
very small, although hundreds of offers pour into the Soviet 
Chief Concession Committee. All capital invested in foreign 
concessions in Soviet Russia amounts to about 30,000,000 
rubles only. The most important is the Lena Goldfields 
concession, whi~ is practically a renewal of a former big 
Euglish gold-mining enterprise, and the Japanese conces
sions in the Far East. Lena Goldfields work under the 
directoIshlp-of former English specialists, who 1QI0w the 
fields from pre-war times. The Soviet Government was 
very anxious to renew this concession, and special privileges 
have been given (export of gold, etc.). Lena Goldfields 
pay to the Government a royalty of 857,000 rubles a year; 
its financial outlook was not unfavourable, but it is now 
in serious conflict with the Soviet Government. Other 
industrial concessions are of secondary importance. I The 
largest American concession, belonging to Mr. Hammer, for 
the production of pencils, has been discontinued. Another 
American concession, namely, the Manganese Ore conces-

1 See tho new tariff in tho VoIk .... meA./I U.S.S.R .• No.6. Berlin. 1930. 
• See Haensel. ibid .• p. 211. . 
• See SovUI U"ioIo Y_k. 1929. p. 185 f. 
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sion of Mr. Harriman, failed (yearly royalty, z,I60,ooo' 
rubles). The German concessions especially have been. as a 
rule, not very successful or have failed. mostly because of 
lack of capital.1 The German concession for tlte manu
facture of tooth-paste, .. Chlorodont," witlt an invested 
capital of 80,000 rubles, had a net profit of 320,000 rubleS 
for I9z6-7, of which about z70,ooo rubles were absorbed 
by the income tax. 

Some concessions received special privileges, chiefly the 
right to be taxed" in the same manner as State enterprises" 
(the present rate of the income tax for tltem is limited to 
IO%, and the Government has never raised it). The total 
amount of royalties paid by all concessionaires to the State 
Treasury is insignificant, namely, 5,000,000 rubles only 
(budget I9Z9-30). 

In addition to ordinary concessions," about fifty .. con
tracts for technical assistance" (advising, information, com
mission-agency, projecting, designing and cession of patents) 
have been concluded, mostly with German and Austrian 
firms: a commission of about z,500,ooo rubles was paid to 
tltese foreign firms for their assistance in I9z6-7. A long 
list of new concessions offered has been elaborated and 
published. The demand for them is poor because of tlte 
wearisome procedure, mutual distrust and uncertainty. 

1 Concessions in agriculture tumed out unprofitable. Cf. the Volhswirl· 
scb/' U.S.S.R., No. '0. p. 43. 

I At the end of 1928 there were 8S concessions, namely. 14 in mining. 
23 in manufacturing (metal, textile. pencil, chemical, haberdashery), 
.. in building, 4 in timber, 4 shipping and air transport,s in agriculture, 
'4 lishin¥. 1 trading. 



CHAPTER VIII 

TRANSPORTATION IN SOVIET RUSSIA 

ALL railways in Soviet Russia are nationalized. There 
is a considerable increase in railway traffic in comparison 
with the pre-war level. This is chiefly due to increase of 
town pop1Jlatioll and because of the unsatisfactory state of 
river transport. The river freight traffic is only 77'1% of 
pre-war level, the chief freights being wood and timber. 
This is chiefly due to increased cost, abnormally high river 
freight rates and an enormous rise in haulage and trans
shipment expenses due to the comparatively high wages 
paid for unskilled dock-labour.' At the same time, railway 
transportation is often preferred because the shortage of 
consumers' commodities necessitates quicker transportation. 

The total length of railways is 77,700 kilometres; total 
traffic amounts to 97'3 million ton-kilometres of freight and 
24'5 million passenger-kilometres. In the budget 19211-9 
the total gross revenue from railways amounts to 1,820 
million rubles (1,416 million rubles of which are from freight 
traffic; 356 million rubles from passenger traffic). Total 
expenditure of the railway service has been estimated at 
1,881 million rubles, of which 1,368 million rubles will be' 
spent on traffic service, 385 million rubles on renewal of 
sleepers, cars, engines, etc., and improvements, and 128 
million rubles on construction of new railways. Probably 
the actual results will be less favourable. 
. In the railway service the most important item of cost is 

the wages bill. The Government has repeatedly ordered a 
1 There existed in 1927 only 3.337 steamers (of 526,000 h.p.) on all, 

Russian rivers (including 527 steamers, mostly of the smallest class, 
belonging to pnvate personsl. By the decree of April 21, 1930, the 
Government ordered confiscation of all private vessels of a tonnage over 
as tooo, and no com_lion will be paid to the own ... (l .. .my., April 
a8, 1930). 
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diminution of the railway staff, but this could never be 
complied with. The wages in the railway service lagged 
much behind other branches, and even in 1929 amounted 
on the average to only 77 rubles (£8, or $39) per head a 
month. At the same time, it is to be feared that expenditure 
on renewal of sleepers, rails, etc. is not adequate. 

Revenue from railways is unfavourably affected by the 
policy of the Government in lowering freight tariffs for the 
chief products transported for the State factories and State 
trading organizations, viz. coal, grain, ore, pig iron, wood 
and timber. On the other hand, freight tariffs on con
sumers' goods have been raised very sharply, an4 this 
amounts to a peculiar indirect taxation. Goods of private 
people pay as a rule much higher tariff rates. The railway 
freight tarifis are based on a differential principle as in pre
war times; that is, for longer distances there are con
siderable reductions in freight rates. Goods of "class I .. 

(for instance, textile) pay for the first 534 kilometres 12·6 
copecs per ton-kilometre; from 535 to 800 kilometres 
10·7 copecs per ton-kilometre; and from Sol to 1066 
kilometres S·SI copecs per ton-kilometre. 

The raising of passenger tarifis in 1926 resulted in a slump 
in passenger traffic, in spite of the fact that they are still 
very low, as they had always been in pre-war times too. 
For instance, a third-class ticket costs for 300 kilometres, 
about 190 miles, only 3·50 rubles, about 7s.; 1,000 kilo
metres, 8·80 rubles, and 3,000 kilometres, 17·80 rubles; 
but even these rates are too high for a country as poor as 
Russia. 

Many. new lines have been cOnStructed; most of them 
had been planne4 already or were un4er construction in 
pre-war times or during the war. The construction of a 
important new line from Turkestan to Siberia was begun 
last year. There was a great deal of discussion about this 
project, because it is not likely to repay the expenditure. 
However, the chief consideration for this line was easier 
supply of grain from Siberia to the cotton-growing districts . 
of Turkestan, and political considerations played an im
portant role in promoting the project. The supply of coal 
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from the Donetz basin to the northern regions, especially 
to Leningrad,- thus avoiding the pre-war supply of coal 
from England, necessitates the construction of a new long
distance main line: the existing line via Moscow is over
burdened, and the new line will be of str:rtegical importance 
~oo. Strategical importance is possessed also hy many 
new railway lines across the western front: Unecha
Voroshba, Gome1-Chernigov, Noveselizi-Priluki, and other 
lines under construction. 

There is a considerable State expenditure on subsidizing 
river transport and on the improvement of river navigation. 
Large harbour works become necessary mainly because of 
the changes in the character of Russian export. 

Roads for vehicular traffic are in a desperate condition. 
Only 3;[,4;[7 kilometres (I9,635 miles) of roads have a stone 
bed, mostly of a Macadam type;. 30% of them are defective, 
another 30% must be reconstructed or renewed. All other 
roads (about I,4OO,ooO kilometres) and about 20% of the 
towns have no pavement whatever. Therefore automobile 
traffic is possible only in the principal towns and on a few 
main roads. 

Considering the necessity, from the general and strategical. 
point of view, of introducing automobile traffic 1 and of 
restoring dilapidated roads, the Government will spend 
about 95 million.rubles in I928-9 and the local authorities 
another 32 million rubles. However, only about 250 kilo
metres of new roads with stone bed will be constructed 
during this year (some of them strategical), because the 
greater part of the expenditure will be applied to the 
restoration of the existing roads. . 

Air traffic is only in its infancy .. It operates partly with 
German assistance and serves two main lines: Moscow
Berlin and Moscow-Persia. 

The total State expendit)lre on all transport in the Budget 
I928-9 amounts to 2,251,900,000 rubles, whereas the gross 
revenue is estimated at 1,894,320,000 rubles. Thus, the 
transportation service in Soviet Russia necessitates a yearly 

1 There are in the whole of Soviet R ...... ooIy 1.500 light motor""" ... 01. 
6.500 motor lORies, and 1,100 motor buae9; but how many of them are 
in order! 
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Treasury contribution of over 350,000,000 <£36,000,000, or 
$1Bo,ooo,ooo) over and above all revenue derived from it.1 

There is no hope of any improvement in the financial 
position of the transportation service in the near future. 
On the contrary, the deficit is likely to increase. The actual 
deficit for 1927-8 was 3IB,000,000 rubles. An increase or 
a rearrangement of freight rates will undoubtedly hit the 
chief forwarder, viz. the State fact-ories and State trading 
organizations. Should automobile freight traffic become 
more or less important, this will severely hit the railways 
in their most profitable traffic, i.e. on short distances. 

The Soviet Russian State postal and telegraph service 
was run at a loss till last year. In pre-war times it used 
to be not only an institution producing considerable net 
revenue (about 40 million gold rubles in I911), but all 
State mail was carried free of charge. Now State mail is 
paid for, and the salaries of the postal officials are con
siderably below pre-war level. The reasons for this are: 
lower postal rates (taking into consideration depreciation 
of currency); smaller quantity of mail; increase of post
offices, especially in remote regions; reconstruction, etc. 
of telephone service. . 

Increase of postal rates in I92B and diminishing of the 
number of postal officials helped to balance revenue and 
expenditure. Neverthele&S, it should be noted that the 
mail of the State departments and State enterprises is the 
chief mail of the country, and increase in postal rates 
affected the State budget in the first instance. Some of 
the new telephone installations have been constructed with 
subventions from local sources;· otherwise, the postal 
budget would have shown a deficit even in 1929. The 
five-year plan expects a yearly deficit from postal service 
of about 16 million rubles a year· or a total deficit of 109 
million rubles till 1932-3. 

Great importance is attached by the Soviet Government 

1 As a matter of fact, the actual State expenditure is even higher, 
because in addition the local budgets spend go million rubles, and the 
Central Communal bank 30 million rubles, for housing of transportation 
workers, etc, 

• P)'oHimliy PI ... , Vol. II. Pt. " and ed., 1909. p. 3.0. 
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to increasing the wireless service all over the country. Large 
sums have been spent for this purpose, and a. great number 
of transmitting stations opened, even in the Far East, and 
wireless is successfully used there at the present time for 
Soviet propaganda among the Chinese in China. Con
siderable quantities of plant have been ordered in America. 
The entertainment programmes are often quite good; 
special attention is naturally paid to communistic propa
ganda, and some useful information (agricultural intelligence, 
etc.) is given too. 



CHAPTER IX 

PUBLIC FINANCE IN SOVIET RUSSIA 

THE All-Union Budget of Soviet Russia includes not 
only the State Budget of the Union, but the budgets of the 
seven Allied Union Republics as well. There exist sepaxate 
budgets of the local bodies, but they axe financed chiefly 
by grants from the State Treasury. Therefore the whole 
system of public finance of Soviet Russia is practically 
included in the All-Union Budget. 

The AU-Union Budget utimatu for tM year mding Septem
ber 30, 1930, as apprOfJed by the Cmtf'al Executive Committee 
of tM Soviet Union on December 8, I929, and for the year 
I928-9. 

REVENUE (in I,OOO rubles). 
A.. R6IIlnN' from laxation. 

I. Direct taxation: I. 
Agricultural tax 
Incometax . 
Excess profits "tax • 
Inheritance and gift tax 

Total direct taxes 
II. Indirect taxation: I. 

Turnover tax (industrial tax) 
Excise duties. . . 
Customi duties 
The cotton~wool tax 

1929-30• 
4 15,000 
369.445 

18,050 
3,331 

805.826 

1,814.430 
2,217.200 

372 ,000 
1.000 

1928-9. 
400,000 
272 ,000 

22,060 
1,227 

I,OOS.OOO 
1,735.500 

255,000 

4.410,630 2.995.500 

I. The classification of tax revenue given in this table differs from the 
official classification in so far as the items of the turnover tax and of the 
cotton-wool tax are included under the head of indirect taxation, whereas 
the Finance Department includes them under the head of direct taxation. 
This is done by the Finance Department to place the system of taxation iD 
a better light. under the pretext that the industrial tax is assessed directly. 
Aa a matter of fact, all State enterprises include the amount of the tum
c>ver tax in the price at which they sell their products. 

N 177 
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III. Stamp duties and other dues : 
Stamp duties. • . 
Other dues 

Total revenue from taxation 

B. Non-ttu F81Jmu,. 
IV. Postal, telegraph, wireless and tele-

phone services (gross revenue) 
V. Revenne from tranBport (chielly 

railways: gross revenue) . 
VI. Revenue from State domains and 

State enterprises : 
From State industry (net revenue 

from State industrial enter-l.rises yielding net profit) • 
3°0 allocation from Det revenues 

of State enterprises to profes-
sional education. . . 

From State trade (net revenue 
itom State trade enterprises 
yielding net revenne). • 

From State banks ~net revenue) . 
From State forests gross revenue) 
From royalties of State mines . 
From other State domains and 

enterprises . 
From concessions 

From revenue from State 
. domains and enterprises . 

VII. Loans repaid to the Treasnry with 
interest . . 

VIII. Miscellaneous revenue . 
IX. Mint revenue from coinage 

Total non~tax revenue 

·C. RluiPls from .. 111" opWaliOflS. 
X. Issue of State loaos 

Grand total revenue 

Surplus from previous 
year • 

80,000 
81.500 

161,500 

5.3770956 

260,600 

'.798.961 

821,050 

32.950 

212,184 
II7.038 
450 ,250 

79,'78 

3'.277 
5.0 .6 

1.750,053 

~8.940 
40.856 
28.734 

4.go8•144 

11.621.100 

• Allocated separately in the budget for 1928-9. 

go.OOO 
48•0 49 

138,049 

3.8.8.836 

190,000 

1,904,459 

"75.000 

(16.600) • 

3"._ 
10 3,000 
272.433 
65.203 

32 ,662 
4.507 

784.814 

41.469 
66.945 

2.987.687 
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EXPENDITURE (in 1:,000 rubles). 

I. Central. AdmiDistration of the Union: 1929-30 , 1928-9, 
I. The supreme organs and Central 

State departments of the Union 
~. the Central Executive 

mmittee. the Council of 
the People's Commissars.. State 
Planning Committee, Supreme 
Court and the Office of the Pr0-
curator, Asiatic Economic Coun-
cil. Commissariat for Foreign 
Affairs and other State depart-
ments of the Union) . • 135.160. } 2. Academy of Science, Universities. .61038, central institutes for political 
education . . . 170.918 

3. Annr and Navy department 1,046,800 874.575 
4. Special Guald troops • • ,66,850 55.380 
5. Commissariat 01 Transport (chiefly 

Railway department), not in-
cludin~ expenditure either on 
educational institutions of this 
Commissariat or on new railway 
construction. . . . 2,849.599 2,134.461 

6. Commissariat 01 Posts and Tele-
graphs. • • . • .67.600 190,000 

7. State departments of the seven 
Allied Union Republics: 

Commissariats for public edu-
cation. . . . 355.'89 215.835 

Commissariats for public 
health . . . . 59.500 59.0 56 

Commissariats for social relief 23,114- 20,121 
Commissariats for agriculture .03.695 150,451 
Other institutions and depart-

ments 157.001 61,800 

Total expenditure of these 
798,605 departments 507.263 

5.335.53' 4.029.060 
11. Financing of the National Economy, 

viz. ~ts. new investment and 
covenng of losses (excluding 
amounts assigned for this purpose 
to dillerent Departments) : 

I. State industry • • ~ 1.886,200 939•209 
2. Electrification. . . . 310,000 I 4,000 
3. Agriculture (chiefly Oil State aud 

658.650 collective farms) 316,150 
4. Irrigation . • . . IIO,OOO 40,000 
5. State trade (chie8y financing of 

181,800 monopoly of 10reIgII trade) • 401.000 
6, Co-operatiol1 (chiefly State retail 

trade). . • , 16,000 5.970 
1. Communal trading and housing 120.200 70.000 
8. Railway construction .65.396 127.600 
9. Miscellane:Ju!l . 58,250 59.184 ----

Total fin~cing 3.831,696 1.993.913 
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UI. Special funds : 

I. Fund for abating the cattle pest . 
2. Unemployment relief 1 • • 
3. Waifs and strays relief • 
4. Grants to State publishing • 
5. Grants to introduction of the new 

latinized Turk alphabet. • 
6. Reserve funds of the Government 

(secret, etc. expenditure) . 
,. Printing of DOtes and minting . 
8. Topographic and geodetic service 

and cartography. • • 
g. Repayment of the State industrial 

reconstruction loan . 
10. Social insurance of State em· 

ployees • • 
n. Other special funds 

Total of special funds 
IV. Public debt charge. • • . 
V. Grants to local budgets : 

(a) Grants to local bodies from the 
State tax revenues . . 

(b) Subsidies and contributions to 
local expenditures ..' 

ee) RefuD,ding of expenditure of local 
bodies of R.S.F.S.R. on ser
vices imposed on them by the 
State. • • • • 

Total grants • • • 
Expenditure of the Autonomous Re

publics of the Russian Socialistic 
Soviet Republic. . . . 

VI. Creation of State Graiu fund • • 
VII. Special reserve fund for the Treasury • 

2.500 
8.055 7.:uO 
8,500 9.500 

13,822 1I,2SO 
• 1,051 

202,926 122.500 
5.000 4.0 53 

8,100 

65,180 61,850 

34.907 -' 
4.2°5 3,129 

354.246 219.492 
450 ,000 293.000 

1,309,122 ),,-, 83.746 

33.757 

1.426,625 1,050,623 

133.000 95.435-
60.000 
30 ,000 50 ,000 

11,621,100 Z·731 .523 

Every year the State budget increases at a great pace. It 
has risen by 33'5% in the year ending September 30, X927, by 
21:'5% in x928, by x8'5% in x929 and by 50% in the year 
x929-30. Such an increase is due to the enormous require
ments of the financing of State industry. State trade and 
agriculture. These three items alone have risen from x.507 
million rubles in x928--g to 2.952 million rubles in x929-30. 
At the same time there is no adequate rise in revenue from 
State domains and enterprises. 

1 The unemployed obtain their insurance relief from the insurance fund 
(see Chap. Vl. It is im~t to note that war pensions and help to 
:families of those killed 10 the Great War do not substantially burden 
either the State budget or the local budget. because they have 'been 
awarded. only in .mall Dumbers. 

• Included under other headings. 
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On the other hand, there is a substantial increase in the 
expenditure on Anny and Navy, on Education and on 
Public debt charge. Consequently, a large increase of taxa
tion and the issue of new loans became necessary. The 

. turnover tax, the excise duty on spirits, tobacco, etc. had to 
be raised again. There is a sudden big rise in the revenue 
from State trade; this is due to the introduction of differen
tial prices on commodities sold to the non-privileged popula
tion, which can get now such commodities only at much 
higher prices than are charged to the working classes. This 
system of differential prices is responsible for an increase of 
revenue of some 200,000,000 rubles a year; this device is a 
very peculiar indirect taxation on class principles. I have 
given a detailed picture of the Soviet system of public finance 
and taxation in my German book, Die Finanz- unll SteumJe1'
fassung tleJ' U.s.S.R., edited in lena, G. Fischer, in 1928. 
The revenue is chiefiy based on indirect taxation, which is, 
no doubt, the highest in the whole world. 

The turnover (industrial) tax has been reformed by the law 
of August 10, 1928, and is imposed on the turnover of all 
industrial and trading enterprises. The rateS vary from 1·6 
to 14.8% for State and co-operative enterprises, and from 
2'15 to 17'15% for private enterprises, according to the nature 
of the trade and the commodities sold or produced. 

The income tax is based on class principles and divides all 
income-tax payers into four categories; vi2. the first category 
(journalists, actors, etc.) pay 18% on an income of 24,000 
rubles a year and 30% above this amount; the second cate
gory (workmen and employees) pay at slightly lower rates; 
the third category (artisans) pay at much higher rates, or 
30% on incomes of 24,000 rubles and 50% above 24,00Q 
rubles; the fourth category (private traders and industrial
ists, investors, etc.) pay 34'7% on incomes of 24,000 rubles 
and 54% above this amount. A local surcharge of 25% 
levied by the State is added for the benefit of local bodies. 

The State and co-operative enterprises pay an income tax 
of 10%, including the local surcharge. 

The agricultural tax is levied on peasant households at the 
rate of from 3 to 30%, according to the taxable income. The 
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poorer farms, about 35% of the total number, are exempt 
from taxation, whereas peasant farms with an income of over 
I,OOO rubles a year pay at extremely high rates (18% and 
over). The tax is highly aggravated by !pcal surcharges. 
Excess profits tax is levied on profits of private traders above 
the so-called "normal profits," and the rates of the tax 
vary from 6 to 50% of the excess profit. 

The inheritance tax has been reformed by the law of 
February 6, 1929, and is levied on the amount of inheritance 
at high progressive rates and according to class principles: 
it is lower in the case of estates left by income-tax payers of 
the first three categories., and higher for the income-tax 
payers of the fourth category. For instance, an inheritance 
of 100,000 rubles pays 18'54% in the first case and 22'1% in 
the second. 

Indirect taxation is composed of excise and customs 
duties. Cigarettes, best quality,' pay an excise duty of 
9 rubles per 1,000 cigarettes. The sugar duty on home
grown sugar is 24 rubles 40 cop. per 100 kilograms, or about 
3d. an English lb. Kerosene is taxed as high as 3.65 cop. 
per kilogram, and petrol as high as 10 cop .. a kilogram 
(about 8d. a gallon). There exists a high duty on textiles 
according to the nature and kind of yarn. Vodka, brandies, 
beer and other alcoholic drinks are severely taxed. Also an 
excise duty is levied on matches, goloshes, candles, cosmetics, 
etc. Tea, best quality, pays a duty of 7 rubles 75 cop. a 
kilogram, or about 75. 74. an English lb.; tea, lowest 
quality, pays a duty of 2 r.· 92 cop. a kilogram, or about 
25. 8d. an English lb. The customs duties are very high, and 
they have been raised again lately as far as consumers' 
goods are concerned (see p. 169). 

Prohibition, introduced at the beginning oUhe Great War, 
was abolished in 1922. Now the revenue derived from taxa
tion of vodka and other alcoholic drinks plays again the most 

. important rOle in the budget of Soviet Russia, yielding about 
1,000,000,000 rubles a year. All efforts to abate drunken
ness among the labouring population have not had the desired 
effect. The Soviet newspapers announced lately that in two 
districts of Moscow there have been opened two special houses 
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accommodating 80 persons, where drunken people picked up 
in the streets are kept until they become sober (ISfiestiya, 
December 6, 19291. 

A new issue of State loans to the amount of 1,300,000,000 
rubles (£135,000,000) is planned during 1929-30. Like all 
previous loans, they are either compulsory or are sub
scribed under severe pressure. As a rule, loans issued for 
public subscription are lottery loans, and it is possible to win 
a sum of 100,000 rubles (£10,000). Allloan~ are free from 
any kind of taxation. The actual cost to the State is 
extremely high. For instance, the actual cost of the 10% 
lottery loan 1927 was 14%; of the first Industrialization 
loan, 1927, 13·4%; of the Agricultural Development 
Lottery loan, 1928, 13%, and of the second Industrialization 
loan, rr·4%. 

Consequently, the Public Debt charge is a severe burden, 
amounting to 293,000,000 rubles in the budget I928--g, and 
to 450,000,000 rubles in the budget 1929-30, whereas the 
capital amount of the Public Debt reached the sum of 
2,000,000,000 rubles only on .October I, 1929. All efforts 
to compel the peasantry to subscribe to larger amounts of 
public loans had rather poor results. Under the pressure 
of the trade unions, labourers and employees had to invest 
80-100% of their monthly wages in the new third Industriali
zation loan, 1929. By decree of September 13, 1929, the 
Government gave orders to apply further pressure and to 
prevent reselling of bonds subscribed. In many places the 
peasants offered resistance, and there were cases where loan 
agents were killed by the peasants.' 

. The State Saviogs Banks pay 8 and 9% interest per 
annum. Nevertheless, the total of deposits amounted to 
571,000,000 chervonetz rubles only on December I, 1929, in 
comparison with 1,685,000,000 gold rubles on January I, 
1914. The deposits in the Saviogs Banks are free from 
any taxation, even from death duties, for any amount 
deposited and to whomsoever left. 

I Such a case occurred in October 1929 in Ekaterinodar (now ca.11ed 
Krasnodar) district, where, according to ~note in the Soviet Press, .. a 
mob of kulaks massacred the poor peasant comrade Voronov. a member 
of the committee for realization 01 loaD, by breaking his .. skull with &D 
iron spade," 
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The table below shows the currency in actual circulation 
and the amount of deposits accepted and of loans granted 
by the chief State banks of Soviet Russia, 

(In million rubles,). 

Sept. I, 1928. Sept. I, 1929. 

Currency in circulation 
Deposits in the chief banks . 
Short-term loans of the chief banks 
Long-term loans of the chief banks 

1,718 
934 

3,385 
1,891 

2,460 
1,148 
4.106 
',669 

There was a sudden increase of currency in circulation in 
the autumn of I929, IJiz, to 2,873 million rubles on December 
I, I929,l This is due to the usual increase of currency for 
financing grain purchases and perhaps in connection with the 
military activities in the Far East, The price index has 
shown further deterioration, as may be seen from the 
following table (I9I3 = I,OOO). . 

-
Price index Per cent. of the indez 
on Dec. I, of Nov. I, of Dec. t, 

1929· 1929· 1928. 

Wholesale ~ce index of the 
Central tat, Dept,. • 1,,819 100'3 103'1 

Retail price index of the Conj, 
. Institute : 

10) All trades, , • :2 .. 170 100'6 107'5 
b) In State and Co-operat-

ive trade ... 1,910 100'. 10,,°8 
For agricultuJal pr0-

ducts 1.990 99'S 108'3 
For manufucta.red p~ 

ducts , , • 1,950 100'7 102"9 
(e) In private trade , 3,830 101'S 142 "0 

For agricultural pro-
ducts • . 4.850 100'8 16S" 

FOI manufactured pro-
ducts . . . 3,200 102'1 126' .. 

-
The general economic situation became worse in the first 

three months of the new fiscal year, IJiZ. in October, 
November and DeceD1ber I929, in spite of the comparatively 
good results of grain collection. The shortage of food in 
Moscow and other towns increased. In Moscow the ration 

I It went down to ',773 million rubles on January I. '930. 
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of food products sold on food cards became abominable: 
·the distribution was usually only one _pound of meat for four 
days, one and a half pounds of butter 1 for a month, milk 
and eggs were sold only for children. Members of co
operatives can buy as -monthly ration two hundred grams 
of macaroni, six hundred grams of grits and fifty grams of 
tea. By a new Moscow order even workmen are not allowed 
to buy more than seven metres (about 23 ft.) of shirting in a 
quarter of a year. There was a great panic over kerosene 
because of the shortage of the supply. In Moscow .the 
authorities were com{lelled to issue an order prohibiting the . 
storage of more than eight kilograms (about two and a half 
gallons) of kerosene at home, and more than sixty persons 
were arrested and brought up for trial for speculation with 
kerosene or for keeping excessive quantities of kerosene 
at home (Isvestiya, December 4, 1929). The Government 
ordered an increased supply of denatured alcohol, since 
there was a general shortage of supply of kerosene all over 
the country, and this shortage may continue, as was pointed 
out in the Government's declaration on the budget (Isvestiya, 
December 8, 1929). Railway transport experienced great 
difficulties; and the Commissar for transport issued alarm
ing warnings, insisting on speeding up empties (Isvestiya, 
December 7, 1929). On the other hand, the President of 
the State Planning Commmittee, Krzhyzhanovsky, com
plained that the meat and milk supply was unsatisfactory 
and that 30% of food products transported by the State 
carriers deteriorated before they reached the consumer 
(I svestiya, December 8, 1929). 

Industrial output and labour efficiency have risen in the 
first half of the new fiscal year (October I92g-March 1930), 
but lagged far behind the" plan." 8 The official explanation 

• From December 3. 1929. butter.·best quality. ;. sold in Stat. shops 
at 3 r. 27 cop. a kilogram, or 3S. 3d. an English lb .. and lowest quality 
2 r. a kilogram. Eggs are sold at 18 c. ( ... 8<1.) a dozen, but the quality 
usually is very poor. . 

I According to a preliminary report, industrial output has risen in the 
first balf of the Dew fiscal year by 29'1% instead of 32% anticipated by 
the" plan," la.bour efficiency only by 9'9% instead of 25'3%. and cost 
of production has fallen only by 6% instead of 11%. At the same time 
tbe qua.Iity of producttoll bas diminisbed again. and tbo dillieultt .. ill tbe 
lupply of raw materia\s and oemi-manufactured goods bve increased. 



186 The Economic Policy of Soviet Russia 

is that the management in different bfanches of industry is 
nohufficiently well organised and that details are lacking in· 
the plans. It has been pointed out that very often factories 
are left without any strict programme f05 their output and 

. efficiency (lsvestiya, December 24,1930). Therefore, orders 
have been given to achieve the utmost centralization in the 
management of the different branches by creating centra1ized 
.. Combines." At the same time the responsibility of the 
managers of the individual State factories of a .. Combine" 
for the necessary efficiency and for executing the plan has 
been increased. 

Now it is planned to forbid private trade in such com
modities as are entirely produced by the State factories, 
viz. in sugar, kerosene, etc. 

The Government announced lately the great success of 
collectivization of the peasantry: till March I, 1930, about 
55% of all peasant farms joined'the collectivist movement. 
This .. success" proves only ·that the peasants understood 
very well the .. benefits" of adopting the Government's 
creedt those who did not join are unable to get or to buy at 
whatever price agricultural implements, seeds or, very often, 
even matches. . • • Exactly for the same reason everybody 
joined the "co-operative" movement, and 33,6II,OOO 
members had been registered on October I, 1929: only 
" co-operative " shops are supplied with the most important 
collll11odities I 

As a matter of fact, the success of the peasant collectivist 
movement is a great embarrassment for the Government, and 
the millions of new satellites expect to get their share in the 
Government's benefaction. . . . Therefore the Government 
gave orders lately to relax the collectivist movement and to 
lessen the zeal of the local administration in recruiting 
adherents of collectivism among the peasants! . . . 

However, this collectivization increased class fighting and 
the struggle among the Russian peasantry. The expulsion 
of the well-to-do peasants has stirred up violent antagonism. 
Only the future will show if the Russian peasant sincerely 
adopted communism or simply was anxious for benefits from 
the Government. . • • 
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At any rate,. nobody knows if the collective ownership of 
tractors, implements, cattle, etc. will be as economical as 
private ownership, and if the collectivist peasants will have 
any inducement for rational agricultural production. Even 
in the State farms much waste goes on, as, for instance, in the 
case disclosed by the well-known Russian military hero of the 
civil war, Budenny. He related that in the famous State 
farm, "The Giant," 1 were collected 35,000 tons of hay, but 
they did not know what to do with it because the farm was 
fully " mechanized " and no cattle existed there: transport 
by rail would be too costly, because the nearest railway line 
was about 30 miles away. Being the Chief of the Soviet 
cavalry, Budenny complained that the peasants sold or 
killed horses in numbers before entering a collective farm, as 
they were sure to get a tractor there (l svestiya, December 10, 

1929). Now the Government has given orders to prosecute 
peasants who fraudulently dispose of their cattle instead of 
giving them to the collective they are going to join. 

t This is one of the biggest State farms. of about 380.000 acres, near 
Rostov..on~Don: a peasant university has been' opened there, and six 
churches have been closed. The farm has made la.tely a present of 300,000 
tODS of grain to the State (lsves"'YtJ, December 10. 1929). 
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·BOOKS TO READ 

SOME ECONOMIC FACTORS IN MODERN LIFE. By 
Sir JOSIAH STAMP, G.B.E., D.Sc. Demy 8vo. 286 pp. 
lOs. 6d. 

Some Economic Factors: Aesthetics-Inheritance-:'Invention
Industrial Co-operation-Amalgamation-Stimulus. The Measure· 
ment of Economic Factors: Statistical Methods-Human Nature in 
Statistics. ~. 

Daily Tekgr.ph: .. It is always aD inteUectual pleasure to read Sir 
Josiah Stamp's essays and addresses on economic themes, In his 
new volume, as in. those which preceded it, ODe sees an acute and 
fearless mind grappling with difficult problems and ar$'uing them out 
dispassionately. The author is well versed in econOIDlC theory. but, 
unlike most professed economists. he strives to relate theory and 
practice, ~d he· never forgets the human element:' 

GERMANY UNDER THE DAWES PLAN. By DOCTOR 
MAx SERING, Professor of Political Science, University of 
Berlin. Demy 8vo. 240 pp. lOS. 6d. 

In this book. Professor Max. Sering. Germany's great agricultural 
economist. deals with the history. structure and working' of the 
Dawes Plan. His facts, figures and outspoken opinions will appeal 
not only to economists, but to politicians of all parties. 
. Professor Sering talks straight to Great Britain and France, 
straight to America, and ... straight to his own country. 

RUSSIAN CURRENCY AND BANKING, 1914-1924. By 
S. S. KATZENELLENBAUM, Professor of Economics in the 
First State University of Moscow, Member otthe Board of 
Directors of the State Bank of the Union of Soviet Socialist 
Republics. Demy 8vo. - 198 pp. 9s. 

In publishing this treatise iIi English a double aim is kept in view. 
On the one hand, it is desired to make the British public acquainted 
with the changes that have taken place in the last few years in the 
currency and credit system in Russia; 00 the other to make known 
to those interested in theoretical problems the views of the author 
regarding the laws governing the depreciation of paper currency. 

A REVIEW OF ECONOMIC THEORY. By EDWIN CANNAN, 
Emeritus Professor of Political Economy· in the University 
of London. Demy 8vo. 460 pp. 16$. 

In this book Professor Cannan has been faithful to the principle 
which he followed at the London School of Economics-the principle 
that ~eneral economic theory can best be made intelligible by 
foliowlDg its development from its simplest beginnings. The story 
told in his .. Theories of Production and Distribution.. is DOW retold, 
but in a much shorter form. so that room is found not only for 
starting the history of these theories at their birth and carrying it 
down to tbe present time, but also for a similar hiStory of the theory 
of value, and for a chapter on "Aspirations and Tendencies/' in 
which the drift of economic progress is discussed. , 

P. S. KING & SON, LTD., 
14 Great Smith Street, Westminster. 



BOOKS TO READ 
THE WORLD'S POPULATION PROBLEMS AND A 

WHJTE AUSTRALIA. By H. L.· WILKINSON, D~m}' 
811:0. 350 pp. with many Maps and Illustrations.· I8s. 

-This book has been writteJ1>with the object '" bringing before the 
reader the various problems which have arisen, and will arise, as a 
result of popuIatioo in"""",",S' at the l""sent high rate which. if it 
continues. will add another 2.000 milllons of people to the world's 
J>Ol!nlation before the end of another .century.- The p0S9ibilities of 
lome countries absorbing 'the natural increases of their people are 
discussec:\. with a view to lbca.1ising the parts at the world wbere 
overcrowdi.og most take place; and. a:s all the difficulties in adjusting 
populations by migrations are practically exemplified in the case of 
Australia. with its vast under-populated lands and immigration ft .. 
striction lawa, the latter ~ of ti:Le book is devc¥ed to a discussion 

~. __ IQf the .. White Australia policy. - ". • -
.RUMANIA'S NEW ECONOMIC POLICY. By. -Profe~oi 

Dr. VIRGll. MAnGEARU; ~an Minister 01 Finance. 
Demy 8vo. 80 PP." 5s. -

An analysis and description of the" framework of-the entirely n_ 
eeenomic order brought into being through the legislative reforms 
and aclministrative measures introduced by the Governmeut of 
which IuJio Mania is the head. Til'" radical changes were recog
nised by impartial inq.u.iries into the economic structure ~f the 

. COUDtry as an inexorable-necessity. ' 
M (lftCMSIer GutmUtIfS Comm#'cial: U A readable account of the 

'new time' in Romania by one of those most intimately connected 
with'its development. Not politicians and economists alone. but 
merchants and manufacturers interested in European trade will ftnd 
a study of it profitable:' _ 

EDUCATIONAL POLICY IN SOVIET RUSSIA. By. N. 
HANS, Ph.D., late Directt9f.at Education of the eity of 
Odessa, and SERGlUS' HESSEN, Ph.D. (Freiburg), late 
Professor of Education, Petrograd. Crown 8vo. 250 pp. 
7s. 64. 

'rhe authors of this book are actuated by a d .. ire to sopply im
partial information based, on official Soviet sources and their per
sonal knowledge of Russian education. Both took an active part in 

• Russian educational politics and both lived under the Soviet regime. 
The book giveS' a detailed account of the Communist theory and 
practice in education, aad cdVers the- period from 1917 up to 1930. 

NATIONALITY WITHIN THE BRITISH COMMON· 
WEALTH OF NATIONS. By E. F. W. GRY VAN 
PITl"IUS. Demy 8vo. 250 pp. lOS. 

The object of this treati", is to anal,.. critically British nation
ality in all its phases: with that aim in vi_. an examination of all 
important legislation has been presented. It has especially been 
attempted to deal fairly with Dominion legislation. which. it is 
thought, has not so far, iii treatises on British nationality. beau. 
given sufficient consideration. 

P. S. KING & SON, LTD., 
14 Great Smith Street, Westminster. 


