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INTRODUCTION

USSIA, since the Bolshevik revolution, has been the subject of
countless polemics. No phase of Russia’s internal development
nor her external relations has escaped since 1917 the confusing
_and distorting efforts of Communist and anti-Communist propagandists.
' Several months ago the Foreign Policy Association asked Mr, Zimand
to make a rigorously objective study of the important changes which
have taken place in the Soviet economic -system during the past. eight
years, with a view to making clear the present status of Russia’s trade
relations with the rest of the world. It was our conviction that these
developments are factors of primary importance in the relation between
the Russian and the American peoples, and, therefore, worthy of careful
- scrutiny . by all of our citizens interested in the United States’ foreign
policy. Mr, Zimand was asked to avoid any consideration of purely
political or diplomatic matters, even of one of such vital importance as
recognition. - .

The most remarkable feature of present-day: Russia is that men who, -
a few years ago, were busy destroying the capitalist system are at present
using capitalistic methods to reconstruct and develop the agriculture, the
industfy and the trade of the country. In these efforts, the Soviet
authorities, frequently scrapping their communistic theories when these
have clashed too harshly with economic realities, have made vast con-
cessions to capitalist standards, '

Intermittently the doctrinaires have tried to return to the application
of more orthodox sccialistic principles, but the general tendency has
been a steady swing toward “capitalistic heresies.” For example, in
spite of all the attempts in 1925 to break the back of private capital,
private enterprise has again been granted a freer hand.

Russian foreign trade, bowever, has been since the revolution and
remains today a government monopoly. This centralized control is now,
however, somewhat less rigid than in the beginning, due to the modifica-
tions introduced by the new economic policy particularly in 1925,

The growth and security of Russia’s foreign trade depends on the
rapidity of her economic recovery. This in turn depends largely on the
extent to which long term foreign credits are made available, But be-
fore granting these, capitalism demands still further concessions.

It is commonplace to emphasize the importance of the recovery of
Russia as 2 factor in the recovery of Germany and of all Europe. Though
the United States’ foreign trade with Russia directly may never reach
high percentages, Russia’s return to normal would so stimulate Euro-
‘pean trade as to affect favorably American exports. Crippled Russia
gives one more striking illustration of the world-wide inter-dependence
of the modern industrial organization.

To enable Americans to estimate for themselves the economic, fiscal
and trade situation in Russia, this limited factual survey of the last eight
years has been made. _

JAMES G. McDONALD
Chairman, Foreign Policy Association
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FOREWORD

HE data utilizéd in this survey are taken largely from Russian

official sources. For no study on Soviet economic life can possibly

be made without using the statistics of the Soviet anthorities. More-
over all the various reports on Russia issued by Governments, including
our own, institutions like the Internmational Labour Office as wel as
anti-Bolshevik monographs and books have invariably made use of Soviet
figures. In fact Sowviet statistics are not less rehabfe than those of some
other European countries. However, the statistics of the wvarious
Soviet offices differ conmsiderably, for the methods and scope of
economic statistics are not yet clearly determined in Soviet Russia. But,
in spite of the lack of standardization and the continual changing of
statistical methods, the data issved by the U. S, S. R. authorities offer the
best available basis upon which to build a picture of industrial conditions
in Soviet Russia. Whenever possible this has been checked from other
SOUTCes,

The writer desires to acknowledge the many valuable suggestions and
criticisms received from economists and students of Russian economic
life to whom the study has been submitted in manuscript form. Chief
among these is Dr. M. L. Jacobson, for years chief statistican of the
Federal Reserve Board who accorded me the benefit of his extensive
knowledge and his accurate scholarship, and gave me his generous
permission to make nse of his materials on Russian economic conditions
and whose untiring co-operation I have had at every step of this work,
Dr. Leo Pasvolsky of the Institute of Eccnomics and aothor of the
bﬁﬂiantmdseard:mgstudaesoiﬁusmanaﬂ'm}nsmdthemuw
and made valuable sugpestions. Prof. Paul F. Brissenden of Columbia
University and Dr. H. W. Laidler, Director of the League of Industrial
Democracy and a Director of the National Burean of Economic Re-
search, have both read the manuscript and been most Liberal in their aid.

My thanks are also due to Mr. E. C. Ropes, Division of Regional
Informatmn of the U. S. Department of Commerce; Mr. R. F. Kelley,
OnefoitheEastemEampeaanmonoftth 5. Department
of State; Mr. Paul U. Kellogg, Editor of the “Survey™ and “Survey
Graphic”; Mr. Bruce Bliven an editor of the “New Republic™; Dr.
Louis Levmc of the Institute of Economics; the staff of the Informa-
tion Service of the Amtorg Trading Cmporation of New York City;
and the staff of the Russian Information Burean of Washington, D. C.
Last, but not least, I want to express my thanks to the members of
the Research Department and the staff of the Foreign Policy Associa-
tion.

May 26, 1926. SAVEL ZIMAND



CrarTER I

o
RUSSIAN-AMERICAN E -

HE relations between modern nations fall into tw 5: gov-
ernmental and private. In the field of diplomacy the United
States remains the last of the great Powers to refuse de jure

or even de focto recognition of the Union of Soviet Socialist Republics.
In the last vear the trade between Russia and American manuiacturers
and exporters according to Soviet official figures has reached a volume
which in money value is more than twice what it was before the war
and revolution.

Probably few Americans realize that while no United States com-
mercial attachés or consuls zre at the service of American exporters in
the Russian trade area, four official Russian trading companies are oper-
ating in the United States, some of them under our state laws; and that
the Russian State Bank and the Russian Foreign Trade Bank are repre-
sented here by some of our leading banking institutions. Sl less is it
generally known that the United States, according to official Russian
statements, supplied in the period from 1909 to 1913 an average of 7%
of the total Russian imports and in 1924-25 nearly 30%. We shipped
motor trucks and cars valued at more than a millien dollars, metals the
same, industrial machinery over eight million and cotion over forty-
four million dollars. ~

In the course of the last twelve months our export trade to Russia
doubled.

There has been in the past much discussion of concessions to American
and other foreign capitalists. But such internal investment is apparently
of smaller importance than the rapidly increasing volume of foreign trade,

DisteisuTioN oF ForeigN Trape BY COUNTRIES

For the year 1925 the most important countries in the import trade
{see Tables III and IV on page 23} were, in the order given, the United
States, England, Germany, Holland, Belgium, Australia, Egypt and
Finland. Others were Sweden, France, Italy and Esthonia.

It should be mentioned that prior to the World War, Germany
occupied a dominant position in the import trade of Russia. During
the war her position was taken by Great Britain, the United States
and to a smaller extent by France and the neutral countries. Since
1922 Germany’s share in the Soviet Union's trade has shown z sub-
stantial growth, interrupted in 1924-25 by a temporary dispute be-
tween Berlin and Moscow. In 1921-22 Germany supplied 32.9 of the
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Union’s imports, while taking 10.3 of her exports. The correspending
percentages for 1922-23 were 41.3 and 26.8; for 1923-24—22.4 and 19.5;
and for 1924-25—16.0 and 17.3.*

Britain’s share in Russia’s foreign trade for the last two fiscal
gegrg {1524 and 1925) was somewhat larger, imports from Great
ritain in 1924 constituting 24.3 per cent of total Soviet Union im-
ports, and exports to Great Britain forming 23.6 per cent of the total
exports. In 1925 these percentages were 17.0 and 36.5 respectively.

ImeorTANT PosrtioN oF THE UNITED STATES

The United States stood first on the list of Soviet imports for
1925, with 29.7 of the total imports while receiving only 4.2 per cent
of the exports. The corresponding figures for 1924 were 24.9 and 1.8
respectively.**

The purchases in the United States increased in consequence of
large cotton imports and large increases in the import of agricultural
implements, Before the war Russian purchases (5.7 of the total
Russian imports) in the United States consisted chiefly of agricultural
implements, sewing machines, typewriters, raw cotton and crude rubber.
In addition, however, considerable amounts of goods of American origin
found their way into Russia through British and German channels and
are credited to Great Britain and Germany.

Furs and skins, carpet wool, manganese ore, platioum and lico-
rice were the leading articles among our imports from Russia. At
present the leading article of importation from Soviet Russia is furs,

Revival oF Trane

According to the fgures issued February 1, 19256 by the U. S,
Department of Commerce the trade of the United States with Soviet
Russia in Europe {over European frontier) was distributed as follows:

Twelve months ending December
1925 1924

Total Exports fo Russia in Europe—_____  $68,195,606 $41,314,335
Total Imports from Russia in Europe . 12787731 8,144,373

*It was reported that Mr, W. Averill Harriman proposed to advance for payment of German
bought by the Russian Government oo long-term eredi% guarantesd vp to 68 per cent
the Reich snd the State Treasories, $35.000,000. “Had Mr, Harriman's proposition gone
shrongh, sums sufficient to cover the risk borne by the sxparters themselves—d40 per cent of
the total of exports to the waiue of $100,000,000, of whick 50 per cen? is insured 3;
federal and smate entp—wonld have been forthcoming from Amerien” (New York
Times, April 13, 1925,

Bat Mr, Harriman broke off negotiations when he heard of the opposition of the
tzovernment to the financiog of this scheme. The statement suthorized by the Secretary of
Commerce wxs as follows:

*“fhere stemas to be some misapprehension with regard to the basis of ohjection to the
proposed loan By W. A, Harriman sud Co. tv & German cowmpsny organized fo make loans
to the Soviet Government. So far sz the Pepartment of Commerce is soncerned, ne objection
wag made to this ioan on sccount of its effect on trade with Russia. It was 3imply & guestion
of continuing the policy determincd tpon some months ago, not to spprove loass to couniries
which had taken mo steps to fand their debes™

*£In 1926 the Soviet trade hay been ahifting 1o Gemmr. Fa fact it is reported that fofly
twenty million dollwrs worth of business his been dive from America to Germany during
the past five months of 1936, (Moscow cable in New York Timea, March 23, 1928.)



Uhnited States exports to Russia for 1925 show an increase over
1924 of about 60 per cent. Imports from Russia by the United States
indicate an increase of 50 per cent. It should be noted that these
figures include only goods listed in the shipping documents as being
destined to Russia. But as stated on page 6, there takes place a consider-
able volume of indirect shipping. In many cases shipment originating in
the United States and going to the Soviet Union via Hamburg, the Baltic
States, etc. is being credited to those countries.

The U. S. “Commerce Reports” of February 8, 1926 indicates that
Russia increased her purchases of agricultural implements from the
United States from a little more than $1,000,000 in the calendar year
1924 to $7,249,839 in the calendar year 1925, and was the third large
purchaser of American implements, “The year 1925, says the “Com-
merce Reports” “was characterized by a renewal of purchases by Russia
on a large scale, of which approximately half consisted of wheel
- tractors; other items of importance were plows, valued at $720,000;
mowers valuad at $648,000; harvesters and binders valued at $453,000,
and parts of tractors valued at $647,000.”

DistrisuTtioN oF RussiAR IMPORTS

The Seoviet Information Bureau of Washington, D. C. puts the
imports from the United Siates in the fiscal year ending September
30, 1925 at $96,949,800, and exports by Russia at $10,902,000. The
corresponding figures for the fiscal year ending September 30, 1924
are given as $49,955,000, and $4,377,500, respectively. In 1913 imports
from the United States to Russia amounted to $40,730,000 and exports
from Russia to the United States to $7,290,000.

Thke distribution of imports into Soviet Russia from the United
States by principal articles for the past two economic years is shown
as follows:*

1923-24 1924-25
Cotton®* 1. $39432130  $44,284.833
Industrial machinery 1,300,000 7,100,000
Agricultural machinery 1,130,000 8,000,000
Motor cars and trucks 125,600 1,063,000
Metals : 176,000 1,240,000
Typewriters and office supplies .. 146,000 675,250
Chemicals and pharmaceuticals 287,700 437,100
Leather 123,066 422 760
Raosin 234,500 520,500

. Other articles of export to Soviet Russia from the United States
in 1924-25 included dry goods, hardware, needles, as well as flour
valued at $21,500,000. During the same year, exports of furs to the

*Commercial Handbook of the U. 8. 8. B, 1926, p. 33,
**Values given are cif. Murmansk (inclnding freight to Murmansk and Insurance}.
*+8lncluding tractors valaed at $3,870,283.

7



United States from Soviet Russia were valued at $13,975,000; sheep
casings at $1,000,000; flax and tow at $355,000; caviar, $250,000;
bristles, $120,000; licorice root worth $110,000, and manganese ore
about $4,000,000.

The Soviet Information Bureau, of Washington, D. C., reporis* that
American trade with the Soviet Union during the first six months of
1926 showed a turnover of $33,939,928, a decrease of 48 per cent from
the same period of 1925.

The shipments from the United States tc the Soviet Union for this
period were $25,962,982, as compared with $52,610,645 for the first six
months of 1925, while imports were $7,976,925, as compared with
$6,169,091 last year. Import figures for this year, however, do not
include manganese ore, estimated at about $4,000,000, and furs imported
by one large trading company, estimated at about $1,500,000.

This sharp decline is explained by the fact that during the first six
months of 1925, the Soviet Union was compelled to purchase flour
valued at mearly $18,000,000, in the United States, owing to the poor
harvest of the previous summer. Such purchases ceased this year.
Cotton purchases this year, valued at $12,000,000 were less by $14,500,000
than last year.

T“Mussian Revitw,” Scptember, 1928,
VARIATIONS IN Russia’s Forrior Trane, 1909-1925

tMPORTS FROM
UNITED STATES [,
EXPORTS TO |

tMPORTS FROM

GERMANY
EXPORTS TO

IMPORTS FROM L - -2 ) llll
GREAT BRITAIN

PERCENT ¢ 3%~ % ~ i 4 ¢

P 1909-13 [ isa3-24 1924-25
=2 1]

Percentage of Russian Exports and Imports to and from the United States,
Germany and Great Britain,

+



CrartER 11
SOVIET TRADING AGENCIES IN THE UNITED STATES

OVIET-AMERICAN trade is carried on mainly by four Soviet

. trading organizations and two private trading companies® with offices

in New York. Their reports for the fiscal year 1924-25 show a

turnover of $103,767,657 as compared with $53,166,816 in 1923-24, But

they do not include American imports of manganese from the Soviet
Union, valued at about $4,000,000.**

The Soviet Trading Agencies are:
1. Amtorg Trading Corporation.
2. All-Russian Textile Syndicate, Inc.
3. Centrosoyus-America, Inc.
4. Selskosoyus-America, Inc.

The private trading companies are:
1. Allied American Corporation.
2. Eitingon-Schild Company.

STATUS OF AGENCIES

The Amtorg Trading Corporation is a New York State Corporation.
The company had originally an authorized capital of $1,000,000, and on
July 31, 1925, it increased it to 1,500,000, all of which has been paid up.
The stock is held by a number of Soviet State organizations, including
Arcos, Limited, of London, which is the selling and purchasing agent of
the Soviet Government in the United Kingdom. The Amtorg represents
the trading bureaus of several of the republics of the Soviet Union and
most of the larger Federal syndicates. The Company represents several
prominent American manufacturers for Russia and exports to that coun-
try agricultural implements, machinery of all kinds, hardware, tractors
and raw materials. It imports fur, veneer wood, caviar, sausage casings,
skins, flax, mineral and other produce of the Soviet Union,

The All-Rusian Textile Syndicate, Inc. purchases raw cotton and
dyes for the Soviet textile industry. It represents the All-Union Textile
Syndicate of Moscow. The company had originally an authorized capital
of $1,000,000 and on May 5, 1926 it was increased to $2,000,000, con-
trolled by the Moscow syndicate,

The Amtorg Trading Corporation and the All-Russian Textile
Syndicate, Inc.,, are granted considerable accommodation by different
large American banks, on a secured and an unsecured basis, and trans-
actions thus far, according to those who have had important business
dealings, have been carried on correctly and in a most satisfactory
manner.

The Centrosoyus is the trading company of the Soviet consumer’s
co-operatives, and the Selskosoyus of the agricultural co-operatives,

*Companies in which the Soviet Government has a participating interest. Ser p. 16,
**Commercial Handbook of the U. 5. S, R, 1926, 9. 32.
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The Centrosoyus is incorporated under the laws of the State of New
York. The authorized capital of the Company was originally $1,000,000,
but on September 29, 1920, the company legally decreased its capital
fmslmmwm(ﬁ) of which $300,000 is said to be paid in.
The Selskosoyus is only beginning to develop its trade. The figures up
to January 1, 1926, were as follows: exports, $1,908,587; imports,
$151,263. Amrding to some whoe have had business dealings with these
two companies, transactions have thus far been met correctly.

Eitingon-Schild imports Soviet furs under concession. The Allied
Armerican Corporation received a concession some years ago, and al-
though the form of its operations has changed somewhat recently, it
represents certain American concerns in Soviet trade

VOLUME OF Tuaoe .
The trade for 1924-25 is said to have been divided as follows among

these various companies:*
Exports to Soviet  Imports from
ConpPANTES Union™ Soviet Union

Amtorg Trading Corporation........ § 40,859,318 $ 6670713
All-Russian Tadife Syndicate...... 44,401,112
Centrosoyus-America, InCoccevenes 198,i30 5,541,225

Selskosoyus-America, InC.ccireees 830,711 23,004
Eitingon-Schild Company..—...... 3722553
Allied American Corporation........ 798751 722,140

$ 8708822 $ 16679635

Amerrcan CoMMERCIAL RELATIONS WiTH RUssia

The experiences of American manufacturers and merchants in
trading with Soviet Russia have thos far been satisfactory. Terms
of payment have varied, but certain credits have under specific con-
dittons been extended, and it has been reported that payments were
made promptly and contracts hived up to.

Mr. G. V. Tourbin, Vice-President of the Amtorg Trading Corpora-
tion, has furnished us with a list “of about seven hundred American
firms with whom we have been doing bnsiness and placed orders, and a
hist of about a thousand firms with whom we have been corresponding
and negotating for new business”

Mr. E. B. Filsinger, the Export Manager of Lawrence & Co,
New York, in an address delivered on Februnary 6, 1926, before the
Foreign PoiscyAssocmﬂon,d&scrihmgtheexpermofthnsewbo
trade with Soviet Russia, said:

?manmwm&smmm“
factorers and mervhants who have had bosiness transactions imvolviog many




course, if there were not occasiomal misunderstandings and disputes a= a
result of different points of view regarding contracts. However, up to tl
present time I have heard nothing detrimental, Manufacturers in Austria,
Great Britain and Czechoslovakia with whom 1 have discussed the matter
have reported the same experience. On a recent visit to the United States
Mr, Willey, the President of the Federation of British Industries, stated that
the great Russian co-operative organizations had a clear record for square
dealing and for properly meeting obligatiens. It is undoubtedly true that
seme recent credits were granted because the Russian concerns are incorporated
in the United States,

“And what about Germany's sxperience in trading with Russia?

“From Berlin an American informant closely in touch with the Russian-
German_situation writes me as follows: “The Soviet Purchasing Agency in
Beriin, I am informed from all sides, has never yet defaulted, and the rigid
foreign trade and foreign exchange control of the Soviet Government enables
it to safeguard its commitments.’

“In connection with the recent credit extended by Germany to Russia the
following further conxment is made by an American friend in Berlin:

“The credit is regarded in Berlin banking and official circles as entirely se-
cure, and there is apparently little expectation that the drafts will have to
be extended. In this connection it is stated that previous credit purchases of
the Soviet Purchasing Agency in Germany have, without exception, been
liquidated according to contract, and it is felt that the wide advertising which
this transaction has received will doubly insure performance by the Soviet
Government.

“When § was in Russia two years age I discussed the matter of folfillment
of contracts and the meeting of obligations with various Soviet officials. They
told me very framkly that they realized that their very existence depends on
keeping their record absclutely clear of defanlts, Since they are tryving to
re-create a2 credit structure, they have to be more careful, they admit, than
any merchant. This same comment hzas been made to me by men connected
with Russian organizations in New York. I have heard it said that payments
are made not from principle but for seli-interest. It is self-evident to any
one in business that defauits in payments lead inevitably to loss of confidence
and destruction of credit.

“] know of credits for Russian purchases granted by great American firms
with the utmost confidence. On the other hand, I know of applications for
‘sixmzla'r credits made to equally large American institutions whick were turned

own."”

STATEMENTS OF AMFRICAN BusiNess Houses

Mr. Reeve Schley, Vice-President of the Chase National Bank of
the City of New York, in a letter dated May 12, 1926, writes: “The
Chase National Bank has been doing business with Russian organizations
here and in Russia for the past two years directly and not through any
other organizations. Qur experience during this period has been entirely
satisfactory.” -

Mr, R. J. Murray of Weil Brothers, cotton merchants, in a letter
dated May 13, 1926, writes: “We have done basiness in large volume
with the All-Russian Textile Syndicate of 120 Broadway, this city, since
December 1923. We are pleased to inform you that the relationship
established between us has been satisfactory in every respect.”

Mr. P. F. Groomly, Agent of Tarver, Steele & Co., cotton mer-
chants, in a letter dated May 12, 1926, writes: *“We beg to advise that
we have been doing business continuously with Russia since the latter
part of 1922, At first we did business direct with Moscow, but in the

11



latter part of 1923 the Soviet Government opened up offices in America.
Since that time our business has been done through their Agents here.
- Qur entire business has been that of exporting raw cotton.”

Mr. Richard A. Heald, Manager of Foreign Sales, of the Heald
Machine Company, Worcester, Mass., in a letter dated May 13, 1926,
writes:

“About two years ago we were doing 2 small amount of business with
Russia’ through the Allied American Corporation, whe had an import license;
but a2 short while before the liguidation of that concern we cancelled our con-
tract with them and made a sales arrangement with the Amtorg Trading
Corporation,

“Ounr experience for the last year with that firm has been meactm'y and
we bhave done what we consider is a fair amount of business the
conditions.”

Mr. J. H. Jowett, Vice-President of the Ingersoll-Rand Co., New
York City, in a letter dated May 17, 1926, writes: “We have been do-
ing some business with the Amterg Tradmg Corporation for shipment
of goods to Russia, mvemgapmodofzhouttwoyears,andtheyhave
at all times met their obligations promptly.”

CrosEr RELATIONS SUCGESTED

Mr. R. §. Alter, Vice-President of the American Tool Works Com-
pany, Cincinnati, Ohio, in a letter dated May 14, 1925, writes:

. “This Company has had a very satisfactory amount of business from Rus-

sia for the past two years through both the Amtorg Tra Corporation
anéthc Allied-American Corporstion, both of 165 Bméwxy, New York; the
latter, however, have ceased trading in owr commodity, so that all of our
business is now done through Amtorg.

“It may interest you t0 know that some of the tmporiant orders which we
have received from Amtorg were shipped on a part-credit basis, and our ex-
perience in this conzection has been perfectly satisfactory.

“A number of manufacturers, including ourselves, who have been doing
business with the new régime in Russiz throngh their trading companies here
in the States, are beginning to feel that something should be done 10 break the
deadlock. We feel that it is questiomable business policy, considermg the
volume of business already existing between Ruossia and the United States, to
permit the deadlock to continue mdefnitely. We believe that it should be
straightened op in some way which will be mptnally satisfactory to the parties
interested, and that this can be accomplished by conferences between suthori-
ties duly chosen to hold them

"Wcareof:heqamontlntpoﬁucsshouidhkcptmtoftheszmma
as possible and that the establishment of business relations will go a
longnymmdbrm:cbckanmmlmnéxm

*If this is not done within a rezsopabie length of time, millions and millions
of dollars’ worth of trade will be diverted from American channels to Euro-
pean, whe are already making tremendous inroads in oar trade—well known
to those of us who are in close tooch with the sitwavio ™

We have quoted here only a few of the many answers received from
those who are trading with Russia. But it should be stated that in all the
replies we were informed that obligations undertaken by the Soviet Trad-
ing Agencies have thus far been strictly lived up to.

12



Posttion oF U. S. GOvERNMENT

According to the U. S. Department of Commerce list of 37 principal
countries which took our exports, Soviet Russia ranks sixteenth. On the
basis of the figures given on page 10, Soviet Russia would be thirteenth
on the list. There should be added the fact that our Department of
Commerce is represented by American Commercial Attachés and Trade
Commissioners in 36 countries, and to 19 of these countries less mer-
chandise in value was shipped dnring 1925 than to Soviet Russia.

Our Government is obliged, as it has been stated officially, “to depend
for information on statistics and reporis issued by the Soviet Govern-
ment, without verification on the spot, or on facts and figures cabled by
American and other newspaper correspondents in Moscow. While such
information is helpful in gaining a general impression of conditions in
Russia, it does not compare favorably with information gathered through
the customary channels in other countries,”*

The United States Government has repeatedly stated that it “has no
objection to American merchants doing business with the Russian Soviet
authority, provided it is always understood that in the absence of any
diplomatic representative in that country this Government is mot in a
position fo protect the interests of its nationals in the event of any mis-
understandings or conflicts arising, so that it is left to the American
business concerns engaging in such business to see to it that their interests
are adequately secured in malang their arrangements,” **

*¢The United Statea Offical Paint of View,” Current History, February, 1926, pp. 626-627.

**Stenographic R of Address by E. B, Filsinger, sxport mana of Lawrence & Co.,
before the Fm’e:m . Febroary §, 1926, See Appendi See alsg {1) letter
re9} to a neques: from Samusl Gowpers for informition concerning
Raaﬂa. and (2} & ot:temm Secretary Hughes to the delegation of the Women's Committes
on of Rma. March 21, 1923. The former s reprinted im “Russian Debts and

Rm " Pasvolzky and Monln 237241, Th iueer ishesd
New York Times of March 22, 1923, o * # pobl in the
13



Caarter II1
CHANGES IN THE FOREIGN TRADE MONQPOLY

USSIAN foreign trade has been, since the Communist Revolu-
tion, a Government monopoly. The world experienced various
forms of national and international control over commerce

during the war, but as a peace time system the Soviet foreign trade
monopoly, as encountered by European and American importers and
exporters, is without counterpart. It is however less rigid today than
when it was instituted. The introduction of the “NEP” led to modifi-
cations and the most recent measures (those of November, 1925)
are all in the direction of elasticity®

The foreign trade monopoly was instituted under a decree passed
by the Council of People’s Commissars of the Russian Socialist Fed-
erated Soviet Republic on April 22, 1918** The principles of the
monopoly found their fullest expression iz a decree adopted by the
Council of People’s Commissars of the R, 5. F. S. R. on June 11,
1920.f By virtue of this decree the Government, through the in-
strumentality of the People’s Commissariat for Foreign Trade
(Vneshtorg), became the sole entity authorized to carry on foreign
trade operations, in accordance with a yearly import and export
schedule worked out by the planning organs of the Government.

Adfter the introduction of the New Economic Policy, foreign trade
legislation conserved the principles of the State’s monopoly in this
field, but wrought profound changes in the nature of that monopoly.

Eavry Trane I EGISLATION

This legislation conferred upon several state frading organiza-
tions, the central co-operative bodies and in special cases also upon
private corporations and individuals, the right to engage in foreign
trade through their own agencies at home and abread, but in strict
accordance with the Government's general import and export plan
and under the supervision of the Commissariat for Foreign Trade.
No goods were permitted to enter or leave the country without spe-
cial certificates or licenses issued by the Commissariat. For the
parpose of effecting foreign trade operations, the Government also cre-
ated joint stock companies, i. e., those in which private capital could
participate.}

* “Organization of Forcign Trade™ in izn Rzview”™, {Waskingtom, D. C.3,
15, 1924, pp. 142-154; November 1, 1924,  164-166; Nowember 15, 1924, 190-194; aiso
L'Organization & extoreny de oion des K. S S im “L'Union et et in

% COomEBeEToR
France, Manoed de Vexportation et {importation”. Moscow, 1925, pp. 3943,
*2Collected Statutes of 1918, No. 33, Arr 432
$Collected Seatgtes of 1920, No. 53, Art. 235,

&.Ccn:r‘:!lixm‘ Commi m&i anaqle'C_hn'mu.'
tive ittee . an 1923
E@ma:mhn.m&s&,mm
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At the time the Soviet Union was established (July 6, 1923),* the
laws regarding foreign trade had already been standardized. The
Constitution of the Soviet Union merely affirmed the legislation al-
ready in existence when it prescribed that the regulation of foreign
trade (Art. 1, Section “g” of the Constitution of the U. 5. 5. R.)
should come under the jurisdiction of the federal Government and
created a single unit for the control of the Soviet Union’s foreign
trade through the instrumentaiity of the People’s Commissariat for
Foreign Trade. (Art 51 of the Soviet Union’s Constitution.)

Originally the Commissariat for Foreign Trade was charged with
commercial as well as with purely administrative functions. Begin-
ning with May, 1922, its commercial functions passed over to the
State Trading Orgapizations and in part to those joint stock com-
panies that had been founded for foreign trade purposes. The res-
olution of the Commissariat for Foreign Trade confirmed at the third
session of the Central Executive Committee of the Soviet Union
charges this body with “the supervision of all foreign trade activities
of the Soviet Union on the basis of the foreign trade monopoly of
the State ' **

Privcirar DuTies oF COMMISSARIAT 01; TrapE

In October, 1925, the Government decided to amalgamate the
Commissariat of Domestic Trade with the Commissariat for Foreign
Trade. It is this amalgamated Commissariat which for the sake of
bre:lity is referred to io this chapter as the Commissariat for Foreign
Trade.

The principal duties of the Commissariat for Foreign Trade are:
{1} the maintenance of commercial relations with foreign countries,
{2) the elaboration of an import and export program, (3) the carry-
ing out of that program, (4) the organization of mixed and other ™
companies and institutions engaged in foreign trade, (5} the super-
vision of the fmport and export activities of institutions, organiza-
tions and individuals carrying on foreign trade regulatons, (6) reg-
ulation of transportation problems connected with foreign trade, (7)
administration of customs matters.

*{ntil the end of 1922 the rule of the Russian Socialint Federative Soviet Bepublic was in
its undsfined character not unlike that of our Federal Government over the United States
Bt ax 2 resnlt of a treaty concluded in December, 1922, the Acxt of Union of July 6, 1923,
the . 5. F. 5. b was replaced by the Union of Soviet Socialist Repobline The U. S R
is of mix coustituent republics. The divisions and subdivi g the Ci
Kepublics of the U. 5. 5. R. correspond to racisl or geographical demarkations. The supreme
organ of suthority is the All-Union Congress of Soviets This is composed of representatives
of town and tewnship Soviets and of provincial Congremses of Soviets. During the interval
between the AH.Union Congresses of Soviets, the supreme authority develves upen the Ceatrsl
Executive Committee, consisting of the Council of the Union and the Council of Nationalities.
Thae Conneil of the Unicn is clected by the Congress from repressanatives of the six Constituent
Republics, in proportion to their popmlation, in all to a total of 450 members. The Council
of Nationalitics » formed of representatives of the C ‘ and Aot Republics, Sve
delegates from cach, and of reps ives of ; 3 Breas, onc delegate from each, all
131 members. The Council of People’s Commissars is the ive irective organ of the
Central Executive Commirttes. In the Sowiet administrative the People’s Comminsaria
are divided inte three categories: Commissyriats of the whole Uwmion alone; Commissarnn
which ferm part of the administrative scheme of the Constimeot Republics, a3 well as of the
Federal Goveroment; Commissariats whick sppear in the Conatituent Eepublica alens,

*aColiscted Statutes of 1923, No, 108, Art. 1035
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The personnel of this body consists of the Commissariat, the Col- .
legium, attached to its office, and several managing boards, such as
(1) the Board of Trade Enterprises and Institutions, {(2) the Board
of Regulation, (3) the Legal Economic Board, (4) the Transport
Board, and (5) the Customs Board. The domestic and foreign or-
gans of the Commissariat are (1) the plenipotentiary representatives
delegated to the Councils of the People’s Commissars of the various
Constituent Republics, (2) the regional bureaus in the territory of
the individual republics subordinate to the plenipotentiary represen-
tative, (3) the Trade Delegations and commercial agencies abroad, and
{4) the Customs divisions.

OrERATIONS OF THE COMMISSARIAT

Foreign Trade is conducted through:

{1) Official establishments, such as the State Trading Organ-
izations (Gostorg), the Commissariats, Syndicates and
Trusts, Banks and Credit Institutions, and alse such other
organs as obtain permits to trade®*

{(2) The Co—oﬁerative commercial -organizations such as Cen-
trosoyus (Consumers’ Co-operatives) and Selskosoyus (Agri-
cultural Co-operatives}.

{3) The Mixed Companies which may again be subdivided into
{a) combinations of official establishments for purposes
of foreign trade; (b) companies in which private foreign
capital participates; and (c) companies with private native
capital.

(4) Private companies and persons trading under license for
a specified period and purpose. In their case the Govern-
ment does not participate in the capital but in the profits
only.

The operations of all these organizations must conform ta the
general program of the Commissanat of Foreign Trade.

The Trade Delegations of the Soviet Union are its commercial
representatives abroad. Some of the countries which have accorded
de jure recognition to the Soviet Union have granted the Trade Dele-
gations exterritorial rights. These Delegations {Torgpredstvo) by dis-
placing the foreign exporter and buying from the producer are in-
tended to acquire the middleman’s profit for the Government account.

In countries which have not established diplomatic relations with
the Soviet Union there exist trade agencies. Usually they are charged
with regunlating functions, but in countries where it is possible to
conduct direct commercial operations, the work of the trade agencies
includes the execution of commission transactions entrusted to them

*For descriptions c!leu:u' wnd tross amd the evolution of the “NEP™ see Chapter VII
ﬂs‘:'mmﬂ ndustry.,
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by the commercial organs of the Commissariat for Foreign Trade.
In the United States this function is fulfilled to a certain extent by
the Amtorg Trading Corporation.

Russian foreign trade is financed by the State Bank, the Foreign
Trade Bank, the Bank of Industry, all of which use more or less sim-

tlar methods.*

MoprFicaTioN oF MoNoroLY

In the latter half of 1925, the Soviet authorities began to realize
that it was disadvantageous and impracticable to make the entire
foreign trade turnover pass throngh a single narrow bottle-neck such
as the Commissariat for Foreign Trade. The Trade Delegations
were as a rule slow and inefficient; red tape and bureaucracy made
them still slower. The Moscow Ecomamicheskaya Zhizn printed a state-
ment taken from one of Kamenef’s speeches in which he is quoted as
having said, “No longer could we endure the condition under which
only our Trade Delegations had the power to buy pins, soap, machinery,
clothing, wnailfiles and what not, Such a state of things is dying a
natural death "**

About the middle of November, 1925, the Central Committee of
the Communist Party decided so to reshape the Foreign Trade
Monopoly that it might work more elastically. The essential idea of
the monopoly was retained. For the Sovwiet leaders are convinced
that the value of the monopoly as 2n instrument for protecting the
industries, warding off an unfavorable trade balance and maintain-
ing the gold parity of the Tchervonets currency far outweighs any
defects of the system. However, certain changes were made which
may result in important alterations.

One resolution was in favor of giving the state trusts and syndicates
which are interested in making purchases and sales more freedom
of action and of giving the Commissariat for Foreign Trade a regulat-
ing rather than a directly executive role in these questions.

ORGANIZATION OF S1oCE COMFPANIES

A large number of stock companies have been created for the
purpose of facilitating the export and import of certain defined classes
of goods. These special syndicates are to carry on the export of but-
ter, oil, flax, furs, coal and timber, each organization to deal with only
one product or group of commodities. Besides the “Textilimport,”
in existence for some time and serving as a textile import buying
organization, purchasing raw material and machinery for the textile
industry, other important companies have also been formed in agri-
cultural machinery and fertilizers, leather, metals, chemical and elec-
trical industries. Only in certain exceptional cases are these import
and export companies to enjoy monopolistic rights.}

*<L'Uniom Sovietique ¢t La Frange {Moscou), 1925, p. 154-173.

**Ouoted in The Lilerory Digest, January 2, 1926,

tAns der Volkswirtschaft der U. 8. 5, R  {Official magszine of the Russian T Delegation
o Germany.) December, 1925, pp. 98-102. ¢ rade
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SPECIALIZATION IN Buving

Ancther step undertaken is the revision and simplification of the
licensing of imports and exports and the creation of special buying
departments to deal with small orders of all kinds, these orders to
receive special facilities. Through the import and expart companies
the larger industries will be able to work with less friction and better
results in the field of foreign trade.

Specialization in buying is also introduced in the different Trade
Delegations. These institutions have organized various departments
which buy for the individual industries. In the Trade Delegation
to Germany there are eighteen various buying departments.

All these changes do not represent any modification of the essential
idea of the monopoly. The Moscow Isvestiya draws attention to the
fact that, despite the introduction of the new reform, the Government
will continue to exercise vigilance over foreign trade, and adds that “in
its struggle for socialism, the working class has opened the door to pri-
vate capital comparatively wide, but the working class must never forget
its main objective. It admits private capital to hasten the development
of the economic system of the country in branches that thus far have
not been controlied effectively by the State and by the co-operatives. But
the working class must learn as soon as possible how to build up an
efficient commercial organization of its own, one which will be able
gradually to force private capital out of the country.”*

SusMary

But the various economic reforms introduced in the last few
years in the Soviet Union and the last changes made regarding trade
seem to indicate thai eventuaily through less bureaucratic methods the
trade monopoly' will be placed upon a more efficient and businesslike
basis. :

*Quoted in The Luevary Digesi, January 2, 1926
is



CuartEr IV
FOREIGN TRADE DEVELOPMENTS OF THE SOVIET UNION

EE changes which have taken place in the foreign trade of Soviet
* Russia are most clearly bronght ocut by comparison with the inter-
national trade position of pre-war Russia.

‘When the “sanitary cordon™ set up by the Allied Powers was en-
forced against Soviet Russia from the Revolution io the close of 1920,
Russia’s foreign trade dropped to practically nothing. In the five years
since, it has risen to a third of its pre-war volume in exports, to balf its
pre-war volume in imports. And as stated on page 6, among the im-
porting countries the United States ranks first.

Pre-War ForeicN Trabe

The rapid development of foreign trade before the World War
reflects on its import side the progressive industrialism of the country
which became especially noticeable at the start of the twentieth
century, Merchandise imports increased from 651,000,000 rubles in
1904 to 1,374,000,000 in 1513. About one-half of the imports into
Russia before the war consisted of raw materials and semi-manufac-
tures, and those second in importance were composed of finished pro-
ducts, largely machinery. Imports of agricultural equipment ran
into large figures, and electrical plants, engines, metal working and
textile machinery, pumps, saw mill equipment, sewinig machines and
machine parts of various kinds were imported in large amounts,
Leather and its manufactures, paper, chemical and pharmaceutical
products, tanning materials, electrical supplies, clocks and watches,
glassware, optical apparatus, haberdashery, masical instruments and
hand tools were important items,

At the beginning of the twentieth century, raw materials formed
the largest part of the exports. During the decade immediately
preceding the Great War, about 60 per cent of the exports were
composed of foodstuffs, and between 35 and 40 of raw semi-manu-
factured materials. A large share of the classification “raw and semi-
manufactured” products was of agricultural origin and as much as
80 per cent of all exports of Russia were from the farms. Lumber
and wood products followed next in importance, and manganese and
platinum comprised the bulk of the metals exported. Petroleum ex-
ports were of less importance, a growing share being retained for
domestic consumption, Exports of manufactures during the pre-war
period, largely cotton goods shipped to Persia and other Asiatic
markets, constituted about 5 per cent of the total exports.

But imports were only parily offset by Russian exports. To
a large extent they represented new investments of foreign, largely
French, capital. The study of the financial position of Russia made
by the Institute of Economics* shows that of the total debt of

*Pasvolsky and Moulton—Russian Debts and Russian Reconstraction, 1924, p. 16-20.
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8,811,000,000 rubles on January 1, 1914, about 48 per cent was held
abroad and that possibly one-half of this foreign-held debt was con-
tracted during the two decades preceding the World War. During
this period Russian municipalities raised foreign loans for the de-
velopment of their public utilities, and private railroad bonds, bearing
Government endorsement, were also placed abroad. Altogether, these
two decades saw an increase of the foreign Russian State debt by
about 2,500,000,000 rubles, and of the municipal and Government
guaranteed loans by about 600,000,000 rubles, while foreign industrial
investments increased by no less than 1,000,000,000 rubles. i
the five-year period preceding the war, the annual interest on the
foreign indebtedness of Russia, both Government and corporate,
aggregated about 350,000,000 rubles, out of a total of invisible debits
of about 440,000,000 rubles, representing anmrual paymests due on account
of total foreign obligations and services, including banking, brokerage,
insurance, official expenditures, £tc.*

Asg distinct from the industrial countries of Europe, Russia’s inter-
national account had no sizeable offsetting credit items, except an
excess of merchandise exports. By far the larger part of her sea-
borne trade has been and still is being carried in foreign bottoms and
the annual tribute to foreign vessel owners before the war was
about 100,000,000 rubles. French and German banks did the greater

part of trade financing.

The country’s merchandise exports increased from 1,006,000,000
rables in 1904 to 1,520,000,000 in 1913, and in the period 1909-1913
the average annual value was 1,501,400,000 rubles. The correspond-
ing import figures for the period 1909-13 was 1,140,000,000 rubles.
Thus the average export surplus for this period of 360,000,000 rubles
was insufficient to cover zll annual payments on account of foreign
debts and services causing therefore a steady growth of the Rossian
public debt. In fact the international credit position of Russia was
such that only an occasional extraordinarily good crop staved off
financial catastrophe.

DouiNanT PosiTIoN oF GERMANY

As seen on page 25, Germany occupied a dominant position in Rus-
sia's foreign trade. Her exports into Russia in 1913 were 47.4 per
cent of the total imports, while of the total exports of Russia almost 30
per cent were shipped to Germany direct and an additional 12 per
cent to the Netheriands, largely for trans-shipment to Western Ger-
many. In 1913 England’s share in the total imports was only 12 per
cent. These two countries, together with the United States, China
and France, supplied four-fifths of all imports. In 1913 the United
States farnished 5.7 per cent of the Russian imports and received
0.9 per cent of Russian exports.

War with the Central European powers and Turkey resulted in
the closing to trade of the Russian Empire’s western frontier and
the “bottling up” of Russia’s seaports on the Baltic and Black seas,

SPasvolsky and Monkom: “Ramiza Debis and Rumiss Recomstraction,” 1984, 3. 23
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which in 1913 bad handied by far the largest part of the country’s
foreign commerce. Imports on private account (apart from muni-
tions and other war supplies not recorded in trade statistics), though
much diminished in weight, did-not decline in value, the articles
imported during the war period apparently being of relatively high
value and small bulk. Exports on the other hand, pormally composed
of low-priced and bulky products, fell off both in volume and value.
In 1913 the exports were but 267 per cent in value and 10 per cent
in weight of the average exports for the five-year period 1909-1913,
while 1n 1917 they were about 30 per cent in value and declined to
less than 4 per cent in weight of the 1909-1913 average. With the
steady decline of exports, the foreign indebtedness of Russia in-
creased during the war period by about 7,681,000,000 rubles, ie.,
almost doubled.i

Corrarse oF ForeiGN Trape FoLrowinGg RevoLurion

In the first years after the war, that is, following the Bolshevik
revolution, the foreign trade, owing to the “cordon samitaire™ main-
tained by the Allied Powers, came practically to a complete standstiil.
About the close of 1920, trade relations were re-established, at first
with the Scandinavian countries, and soon after with other European
countries. In 1922, by the treaty of Rapallo, trading was formally
resumed with Germany. During 1923-24 the Soviet Union obtained
de jure recognition from the pnincpal European countries. In the .
commercial treaty with Italy, signed February 7, 1924, the Soviet
system of foreign trade for the first time obtained formal recognition.

During 1921 and 1922 imports by far exceeded exports, and in
the three years, 1920 to 1922, the Government had to ship abroad in
addition to the 104,000,000 rubles of exported merchandise, 680,000,000
rubles of gold to pay for indispensable imports. The imports for 1922
are exclusive of famine relief supplies, which, according to official
figures, amonnted to 183,800,000 rubles. This amount affecis the
Russian balance of payments only to the extent that an amount of
$11,400,000 in gold was contributed by the Soviet Government to the
American Relief Administration in purchase of food for the famine
sufferers.®

On the basis of current prices, the volume of foreign trade of the
Soviet Union over all frontiers for the period 1922-1925, compared
with 1913, according to official fgures,** was as follows:

Year Imports Exports
Rubles Rubles
1913 1,374034000 1,520,133,000
1922-23 187,400,000 210,600,000
1923-24 439,300,000 522600000
1924-25% 718,800,000 567,600,000

‘?? wzﬁ‘hhSﬁﬂ:Mwwmﬂﬁm”lﬂS,W%
*Jacchecn, M. L., »p. cit, 9. 211,

**Fikrer durch dizc Wirtschaft der . 8 5. B {Berfin} 1925, p. 37-38.

Tlhe Bgures of the Chief Customs Administration of the Soviet Govermment as reported by
. 85 “Commerce Keports™ of June 14, 1926, indicate that imports across all frontiers inte
the Sovwet Union doning the Sscal year ended Sepcember 38, 1925, amounted to 1,760,000 toas,
valged ?mtmm“ Fil:.iﬂﬂ,m‘mhb.znd&m amotated to 6,152,006 tons,
raloed i e, comparison  with preceding year, omporis show
increase of 65 per cent, and cxports 9§ per cent. = =
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For the two fiscal years, 1923 and 1924, the official figures show
export surpluses of 23,200,000 rubles and 83,300,000 rubles. The year
1925 shows an unfavorable trade balance of 151,000,000 rubles. The
change during the fiscal years 1922-23 and 1923-24 was largely due
to the resumption of grain exports, which in 1923-24 constituted 42.9
per cent of the total exports for that year. In 1924-25 because of the
partial crop failure, grain exports were practically suspended and the
Government was obliged to import grain and flour for the benefit of
the city population, and also in order to prevent an excessive rise
in the prices of domestic grain and flour.

The following table shows the distribution of the Soviet Union's
exports on the basis of the four basic commodity groups, as divided
by Soviet customs statistics™*

TABLE 1
DistemutioN or Exprorts

{On the basis of 1913 prices)
Year Foodstuffs Raw and Semi- Live Stock Manufactured Total

Manufactured Articles
Materials
1909-13 . 61.8 34 1.9 19 100
1921-22 . 4.2 914 0.1 43 100
1922-23 ... 354 628 00 1.8 i00
1923-24 ... 57.5 420 0.0 0.5 100
1924-25 __ 317 66.6 0.8 0.9 100

Besides grain, other export items in the foodstuff class that have
assumed some importance are butter and eggs. In the raw and
semi-manufactured materials class, ‘which constituted 42 per cent
of the 1923-24 and 666 per cent of the 1924-25 exports, were
petroleum and products thereof, lumber and wood preducts (boards,
planks, etc.}, flax, furs, seeds, oil cake, manganese. Nearly fifty per
cent of the total exports during the past fiscal year (1924-25) was
composed of lumber and wood products, furs and petroleum,

The imports for the last five years into the Soviet Union of the
four basic commodity groups in percentage to the total imports were
distributed as follows:**

TABLE II
DistrisuTioN oF IMrorTs

(On the basis of 1913 prices)
Year Foodstuffs Raw and Semi- Live Stock Manufactured Total

Manufactured Articles
Materials .
1909-13 .. 133 510 0.3 354 100
1921-22 __ 350 i1.1 0.0 539 100
1922-23 123 408 0.0 469 100
1923-24 __. B.S 59.9 0.0 316 100
1924-25 __ 241 441 0.0 318 100

n.:{ul der Valkswirtschaft der U. S. 5, ¥ {Flnf Jahre Aussenbandel} Jaumary, 1926,
“I.bid.. p 19,

]
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The largest items in the import trade during 1924-1925 were raw
materials and semi-manufactured articles, Chief among them was
cotton, mainly from the United States, totaling $44,284,833, and con-
stituting by far the largest single import item for the year. Other
important items were grain, wool, agricultural machinery, colors and
dyes, metals, Imports of machinery and plant equipment, though
indispensable for the reconstruction of industry, were quite incon-
siderable.

GrowIng IMPORTANCE oF PosT-Waz TRADE

On the basis of current values, the 1924-25 imports into Soviet
Russia over both the European and Asiatic frontiers were 522% of
like imports into Russia for the calendar year 1913, while 1924-25 ex-
ports over all frontiers were 37.3% of like exports in 1913.

For the fiscal year ended September 30, 1923, exports from Soviet
Russia over the European frontier, including Black Sea ports, were
507,844,000 gold rubles on the basis of current valuations, and 320,-
114,000 rubles on the basis of 1913 prices. Imports totaled 633,311,000
rubles on the basis of current valuations and 356,095,000 rubles on the
basis of 1913 prices. If comparison is made with the corresponding
1913 imports and exports (1,220,474,000 and 1,420,855,000 rubles), it
is found that on the basis of 1913 prices, the 1925 imports were 29.2%
of the 1913 imports and the 1925 exports 22.5% of the 1913 exports.*

To summarize: The foreign trade figures show a steady grawth
of imports and exports. But the rapid development of foreign trade of
the Soviet Union depends primarily upon her agriculture, for unless she
can export she cannot buy. The crops of 1925 were satisfactory. But
because of the lack of a sufficient quantity of cheap goods the peasants
withheld their surplus grain from the market.

According to Mr. Rykof, the Government had been forced to reduce
the quantity of goods they expected to import from 1,005,000,000 rubles
to 685,000,000 rubles, and of this amount they would be obliged to pay
535,000,000 rubles in cash for merchandise purchased abroad. The ex-
ports were reduced from 1,010,000,000 rubles to 720,000,000 rubles.
“Since we expected a larger export,” declared Mr. Rykof, “we ordered a
large amount of goods abroad and find ourselves in a position where the
proceeds from our exports are insufficient to meet our foreign obliga-
tions for payments. Therefore we are again compelled to draw upon
our currency reserves to pay our foreign obligations,”¥*

Apparently this deadlock can be broken only if, and when, further
credits are obtained by the Soviet Union. The absence of further
foreign credits will in the long run make more difficult the trade re-
covery of Soviet Russia.

*The pre-war fgures sce from “Commercial Year Book of the Soviet Union,” 1925, p. 215158,
The 1924-25 res are {rom Economicheskoye Obozreniye, {Economic Review; tnont of the
Council of La and Defense}, Dec, 1925, p. 322-133.

==!gvartiye, (News; official argan of the Central Executive Committee of the Soviet Union),
Merch 10, 1928,
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TABLE III

DistriBuTiON OF RussIA’s Foxeicw Trape¥

{In thonsands of rubles on the basis of current valuations)

INPORTS Exprorts——m

1913 192324 1524.2% 1913 1023.24  1934-33
{calendar yr.} (fiscal yr.) (Sscziyr.) (calendar yr.) (fiscalyr.) {Sscalyr.)
Belgivm . ... 887§ 740 3,316 64,663 13,400 19271
Denmark oo 12,867 430 1,666 36425 15,000 13,687
Esthonia 7850 4168 .. 20,900 13,967

France 56,990 4,460 0079 100876 20,600 22133
Germany — .. 632,209 87,000 101,602 453,534 93,700 87,005
Great Britain . 173,012 95006 107806 267801 113000 185442
Holland (—— .. 21,339 2,660 33878 177412 31,000 20,514
Italy o 16808 2,200 5,237 73,761 21,500 15433
Latvia 4,780 27%6 52,500 62,744
United States —— 79093 97000 188,252 14,155 8,500 21,168
Other Countries .. 332,792 85980 175551 331456 90,600 46,465

Total ... 1374034 388100 633311 1,520,133 480,700 507,344
3, S 1 Cn Buggocn, Bk S, s o0 S o, T 11

HRussian Cummcn:xal Year-Beck of the Soviet Union of 1925," p. 215, The 1924 and 1925
data from Commercial Handbook of the U, 5. 8. XK., p. 31,

TABLE 1V

DistrisutioN oF RuUssSiaN FOREIGN TRADE®

Percentages based on total money value of exports and imports

I MPORTS EXPoRTS
1900.13 192324 192425  1909-13 192324  1924.2%
Per Cent
United States .— . 70 249 29.7 a9 18 42

Germany — ¥, 224 160 230 195 i73
Great Britain ... — 13.2 243 370 20.5 236 35.5
Sweden i 61 24 0.7 0.2
Finland oo 34 29 Z8 0.5
China 70 25 0.7 1.7

latvia e 23 o4 110 123
Franct m v 4.9 1.1 14 6.3 43 43
Netherlands _ - 0.7 53 6.3 4,0
Belgium —— a1 52 27 38
Auvstraliza 8.1 4.7

*From Annusi Report of the Torg From (Industrial} Bauk for 1924-5, p. 87. The 1313
figures from GComdarsivennose s Norodmoye Khosiaimyo, U. S. R. (Economic Yesrbook gn
Pubiie Finance and Ecsaomis Conditioos & U. & S. BS 1922-33. P 535-536.
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CEapTER V
FOREIGN CONCESSIONS

HE Soviet program of concessions for the attraction of foreign
capital or:g:nated at the first Congress of Councils of National
Economy in April, 1918, The decree was suspended, but became

again applicable in 1921 under the New Economic Policy.

No definite estimates seem yet available of the total foreign capital
introduced into Russia since the Bolshevist reveolution. The amount of
foreign investment in Russia before the war has been calculated to have
been $1,120,000,000. Of this the amount of American capital invested
in Russian industry was approximately $58,875,000, all of which has
since heen expropriated by the Soviet government. The United States
capital represented about 5 per cent of the fotal foreign investment.*

Soviet Concessions are obtained through the Chief Concessions Com-
smttee attached to the Supreme Couricil of Nationmal Economy, Under
concessions” are understood those enferprises which are operated
solely with foreign private capital, while “mixed companies” are operated
with both foreign private capital and Soviet state capital. Each con-
cession agreement is supposed to constitute 2 special law in itself, as a
rule running for a limited period of years. The concessionaire furnishes
the capital for development and technical help and pays a fixed royalty.
Concessions are also granted to mixed companies in which the Soviet
Government receives half the shares. (See page 16.)

PrrvaTe ForelcN CariTar IN Russia

The distribution of the concessions granted according to countries, in-
cluding the subdivision into regular concession enterprises and mixed
cempanzes, is as follows** (only the more important countries being men-
ticned in the list):

Regular Concession Mixed Total
Enterprises Companies
Germany 20 9 29
England 16 5 21
United States wisescsonn 11 2 13
Sweden .... 4 1 ]
Norway 4 1 5
Japan 4 0 4
Italy coceen 4 0 4
Poland 2 2 4
France . 3 ¢ 3
Denmark 3 ) 3
Finland 3 0 3

*Pagyoisky and Moulton, Op. cit, p. 182
**Rursion Review, May, 1926, p. 122.
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According to branches of nationmal economy the concessions granted
are distributed as follows:

‘Regular Concession Mixed Tatal
Enterprises = Companies -

" Trading ... 18 15 33
Manufacturing oo 20 3 23
Mining ..o SR 20 1 21
Transportand Communication 6 6 12
Agricultural ..eeicssnnenns 16 0 16
TImbEY .orevcavririsecarens eererevraraen 2 4 &
Construction .oeececmmsemmssrauer . 2 o z
Other ..., 2 2 4

Total e . 86 31 117

The official Russian Information Bureau, Washington, D. C., reports
that on January 1, 1926, the Chief Concessions Commitiee had on record
the folowing organizations operating according to all the legal require-
ments:

Regular Concessions...ue crerere 8O
Mixed Compamies. ..o e e 31

Total Concessions. cummimrasssimsscnes 117
Foreign Firms, Registered. .o, 91
Joint Stock Companies Authorized . 18

Grand Tofah...crceoromonoaonae. 220

The three largest concessions granted during 1925 were the Volga
timber concession granted to former Chancellor Wirth of Germany; the
Tchiaturi manganese concession to W. A. Harriman & Co., and the
Lena Goldfields eoncession fo an Anglo-American Syndicate.

Russian CONCESSIONS TO AMERICANS

The Harriman concession, to run for 20 years, covers rich manganese
fields in the Georgian Soviet Republic. Under the contract Harriman &
Co. gets the exclusive right for a term of twenty years to explore and
exploit the Tchiaturi deposits and to export manganese and peroxide
from these deposits, located in the Sharopansky Uyezd, province of
Kutars, S. 5. R, of Georgia, The concessionaire is obliged to expend for
equipment not less than $4,000,000. In compensation, the concessionaire
pays to the Soviet Government a royalty of from $3 to $4 per ton of
exported manganese ore, and from $8 to $9 per ton of exported peroxide.
The volume of exported percxide cannot be less than 4 per cent of that
of manganese. '

In regard to labor, the concessionaire is subject to the usual legislation
of the U. §. 8. R. Disputed questions arising between the Government
and the concessionaire regarding the interpretation of the agreement in
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whole or in part, are to be settled by an arbitration court, consisting of
one representative of the Government and one of the concessionaire, who
jointly elect an umpire. If no understanding in regard to the umpire
can be reached, the Government submits, within the terms foreseen in
the agreement, a list of six candidates from among the professors of the
Sorbonne University in Paris or of the University of Oslo, from whom
the concessionaire selects one to act as umpire.j

Cowcessions oF 1925-1926

The Lena Goldfields concession includes gold mines in the Lena-Vitim
region, copper-lead-zine resources in the Zyrianovsk region in the Zmeino-
gorsk Altai Mountains, and copper, iron and other resources in the
Sysertsk-Revdinsk region of the Urals, along with certain timber and
coal rights. The concession in the Lena-Vitim region runs for 30 years,
and in the other two regions for 50 years. The Lena Goldfields Com-
pany operated in these same regions under the Tsarist régime.*

American interests are participating to the extent of 50 per cent in
this concession.**

The other industrial American concessions are a smalil gold mining
concession in the Far East and a rather small asbestos concession in the

Urals.

Mention should be made of the mining concession granted in the
Maritime Province (Far East) to the British corporation “The Priamour
Mines, Ltd.” The contract leases to the company sixteen lots, with
iron ore deposits, thirty lots with zinc, silver and lead deposits. The
total outlay of capital for the construction of metallurgical mills will
veach four to five million dollars, thus creating a new metal-producing
center in this new hardly-expiored region.

Four concessions on the Sakhalien Island were granted to different
Japanese syndicates, three for exploitation of coal and ome for oil.
The duration of all the contracts is forty-five years. The territory of
the concession is located on the western shore of the Russian {northern)

part of Sakhalien ***

A Soviet authority reviewing the five years' concession policy of the
Government admits that the results have fallen short of the expecta-
tions.**** The foreigners thrown out of the window of the “world
revolution” in 1917 are invited back again by the door under the sign,
“New Economic Policy”. But so far there has been no great rush after

Soviet concessions.

*Econumicheskays Thirn, Fuse 13, 1825,

*Commercial Handbook of the U. 8. 5, K., pp. 31536,

*2New York Timeas, May 15, 19Z5.

swejournal of Commerce,” August 25, 1926

A28 Yarpas “Flini Jahre Konzessionspolitik” m “Aus der Volkswirtsckaft der U, 8. 8. R.*
November, 1925, pp. 1639,



Caarter VI

RIGHTS OF FOREIGNERS

HEQRETICALLY, Soviet legislation respecting the rights of
foreign nationals is imspired by two opposing principles. One is
the recognition of the intermational solidarity of all workers. The

other is the determination not to admit foreigners to positions of power
prejudicial to the Soviet State. A foreigner is defined as a citizen of 2
State not organized in accord with the Soviet system. Foreigners enjoy
equality before the Courts. “But they may be prosecuted for action
against the Soviet State even outside Russia” (Par. 314, Crim. Code}.*
In other words, if a foreigner commits a crime against the Soviet State
even outside Russia, in case he comes before Soviet jurisdiction he may
be tried according to Soviet laws.

The rights of foreigners, where an agreement exists between their
government and the U, S. S. R, are regulated by the terms of that agree-
ment. If the rights of foreigners have not been specified by agreement or
by special laws, their right to move freely in the territory of the U. S. S. K.,
to choose a profession, to open and carry on business enterprises, to ac-
quire property may be restricted by the central organs of the govern-
ment,

Foreign firms may operate through establishments, agencies, ek, pro-
vided they obtpin a permit from the Government. Foreign firms and
foreigners are not allowed to own, or be part owners of, ships navigating
under the Soviet flag, or joint-stock companies possessing such ships.
Exception is made with regard to mixed companies.

Foreign vessels are not allowed to engage in the coasting trade, They
pray be allowed to do so only by way of concession and for a single
journey, in cases where the Govermment is interested in it.**



Crarrter VII

SOVIET STRUCTURE OF INDUSTRY

URING the last nine years the industrial structare of the Soviet

Union has passed through four main phases. These must be

borne in mind by the American who would understand the
shift from nationalization to decentralization which has taken place
in Russia and which affects trade relations with the rest of the world.
These four phases are:

{1) The short period of *“Workers’ Control.”
(2) The régime known as “Military Communism.”

(3) The introduction and development of the New Economic
Policy, abbreviated to “NEP.”

{4) Denationalization of management, although not of ownership
and ultimate control of industry.

The first two periods lasted from 1917 to 1921.

Early in 1921 the New Economic Policy came in. But during the
first two years of the “NEP,” state control was still very rigid. With
1923 the demationalization of management, but not of ownership and
ultimate control, of industry took on greater speed and the new period
of concessions to foreigners and leases of industrial enterprises was
inaugurated.

Tae Periop oF “Workers' ConTROL”

To grasp the present sitnation, it is necessary to pass swiftly in
review the events and changes which led up to it. QOur starting
point is, of course, the revolution of 1917, when the workers seized
the factories. But the abolition of private ownership of the means of
production and the natiomalization of industry, however disorderly,
were in fact much less systematic and sweeping than generally be-
lieved. By the decree of November 14, 1917, “Workers' Control” was
established over industrial productien and distribution and over the
‘finances of all industrial and trade uandertakings, banks, companies,
etc. About the same time, the Supreme Council of National Economy
was created,

This first step of “Workers’ Control” was intended to “put an
end to autocracy in the sphere of economics in the same way as it
kad been abolished in politics.” Not that the Bolsheviks desired to
give up their program of expropriation. Lenin wrote at that time
that they did not proceed with the nationalization of zall industries
merely because they desired to delay this sweeping measure a little
longer.* The Bolsheviks assumed that after the revolution the
owners of the industrial undertakings would continue to administer
their factories and the Soviet State would exercise the control.**

*<Pygvdo’” (Truth; official orgen of the Communist Party}, No. 83, 1918, “The Daily Problems
o o T o wiow waa st forward by Lenin iu his “State and Revolution” written before
Noveir 71017, Bur Lemin defendod this position some time after the November revalntion.
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Nevertheless, the “Workers’ Control” established November 14,
1917, was followed by sporadic confiscation of certain industries.
From statisticst of Soviet authorities we learn that from November,
1917, until June, 1918, the confiscation of nearly 75 per cent of the
nationalized enterprises was put through by local autherities, sotme-
times against orders from the central administration, which prohibited
jocal authorities from carrying out nationalization.

Tae Perrop oF “MiLrtary CoMMUNISH”

From the middle of 1918 to the end of 1920 the attention of the
Soviet Government was concentrated upon problems of national de-
fense. The country passed through a period of foreign intervention,
civil war and blockade, ‘This fact must be considered in the evalua-
tion of the economic policies pursued by the Bolsheviks during this
period. They asserted that general nationalization of factories had
become an imperative war necessity, comparable to the taking over
of German-owned business by the Allied governments during the
World War.

The decree of June 28, 1918, ordered the systematic nationaliza-
tion of larpe industries. By November, 1920, 4,574 indusirial under-
takings had been nationalized, i.e. 65.7 per cent of the whole number.*
But smaller industries were still dealt with only intermittently. Not
until November 29, 1920, was nationalization decreed of all plants
employing more than five workers with machinery, or ten withoat. By
the same decree private property in small industry was legally abolished.
But this action was almost immediately reversed by the advent of the
New Economic Policy.

R=ciMe oF “Heap CENTERs"

Under *Military Communism,” the whole administration of in-
dustry was officially organized by the Supreme Counci! of National
Econemy. This Council was formed at the end of 1917 and has
undergone many changes. It started with forced centralization. It
has run the gamut of decentralization, centralization and then again
decentralization, Its function was to co-ordinate, regulate and man-
age the industries of the country. Subordinate to the Council were
the fifty-nine “Head Centers” for the different industries. There were
Head Centers of coal, metal, textile, leather, building, electrical and
other industries. This régime of “Head Centers” was largely occupied
with supporting the war fronts and with supplying the immediate
needs of the population. Dividing industry as it did into water-tight
compartments, it proved to be absurdly rigid and unworkable., Head
Centers were created along vertical lines, with no provision for lateral
connections and no adequate arrangements for co-ordinating their
work. Each Head Center carried on its work irrespective of the
others and they were in continuous conflict.

tSee “Dan heutige Rusaland™, 1917.1922, L. L. Frenkel-Verlag. Berlin, 1522, p. 5.
*O'Hara and Makeef: “Russia,” 1925, p. 250,
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At the beginning of 1921 it became evident that the confused and
bureaucratic management of the nationalized industries by means of
Head Centers had resulted in chaos. According to Soviet statistics,
there were 2,000,000 “officials,” among the 3,135,000 industrial workers
- in 1920* The lack of coal and shortage of raw materials, the de-
terioration of machinery and tools, the decline in the quality of
workmanship and the absurdly rigid form of organization brought
factory operations almost to a standstill. Transportation was com-
pletely disorganized. The system of forced contributions, requisition-
ing and confiscation of agricultural produce had brought disorganiza-
tion and disaster upon the peasant. The towns were practically
blockaded by the country districts and the acute food shortage forced
workers to quit the factories and return to their villages. Moreaver,
the world revolution which the Bolsheviks expected seemed far off.
Instead they were threatened with revolts in their own country. The
peasants sabotaged, the workers sabotaged; dissatisfaction was gen-
eral, There was no food; there was no clothing; there was no fuel,
no equipment for the factories; no raw material, no stores.}

Tree INTRODUCTION OF THE "NEP”

Then came the revolt of the sailors at the Kronstadt garrison,
on March 6 and 7, 1921, This was an unmistakable warning that
the old Communist policy had to be abandoned. The uprising was
ruthlessly suppressed, but it was hardly over when at the end of
March, 1921, the Soviet Government adopted the New Economic
Policy which was to influence every part of the national economy.
By first substituting for the requisitioning of food several taxes in
kind, and then a regular tax system, the Soviet Government changed
the foundations of its food supply policy. By establishing new
regulations, providing in certain cases for the leasing of State under-
takings, in other cases for reorganization of industries directly man-
aged by the State, it greatly modified its nationalization policy. By
restoring the system of taxation and payment for services rendered by
state and public institutions, it transformed its financial policy. At
the same time it restored the credit system by reopening the State
Bank, which was authorized to resume loan and deposit operations
with private individuals and institutions. It restored to private in-
dividuals the right to buy and sell articles of prime necessity in the
open market; it set up free co-operative organizations and re-estab-
lished credit co-operation, as well as the Co-operative Consumers’
Bank. At the heart of all these reforms, however, was the new

industrial policy.**

“For three years,” said Lenin, “up to the Spring of 1821, our plan was to
revive our large-scale industries and to organize a system of exchanging their
products with the peasants, while endeavoring to socialize agriculture. In

*O'Hara and Makeef: “Russia’, pape 252,
tLeo Pasvol ’'s *The Economics of Communism,” 1921, tells in detail the story of this period.
See also A, meﬂer's “The Industrial Revival in Soviet Russia™ 1922,

«%Internationsl Labor DFice: “Organization of Industry and Labor Conditions in Soviet
Russin,” 1922, p. 1.
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order to revive our large-scale industries, we proposed to take from the peasants
a certain amount of foodstaffs and raw materials as a sort of loan by means
of reqguisitions. .

“We are no longer attempting to break wp the old social sconomic order,
with its trade, its smali-scale economy and private initiative, its capitalism, but
we are now trying to revive trade, private enterprise and capitalism, at the

_ same time gradually and canticusly subjecting them to state regulation just
so far as they revive™*

And in his pamphlet, “Concerning the Food Tax,” he wrote that
“the orly possible and sensible policy” is to “refrain from prohibiting
and preventing the development of capitalism and strive to direct it
in the path of state capitalism.”™

S¥sTEM OF STATE CAPITALISM

But at the end of 1525 A. T. Rykof, Lenin's successor, in his
report to the Moscow Communist Party said that to describe the
present economic system as State Capitalism was erroneous, because
there were no capitalists and also because all means of production
belonged to the Government of Workers., Using Lenin as authority
and citing from different sources by Lenin, he concluded:

“Ohurs is a policy of State Sociatism where side by side with purely Scdalistic
(state) enterprises, there exist semi-Socialistic undertaldngs (oo-operatives)
and purely private enterprises—all of which are, however, controlled by the
Socizlist State of the Workers. We mmust, therefore, not only realize the
Socialist nature of our state industries, but we must-also make clear their
relations te others. The successful struggle with these other systems represents
the measure of success of Socialism. This struggle takes place within a
sphere of “Free Trade” "a money economy” and a solidarity of private industry
with that of the State. This means that we must build our Sodialism in such
a manner as not to frighten the peasants away from the Government, but to
have them support the Government. Also, from this point of view, the ‘NEP”
is but a method toward Sccialism by means of co-ordinating the private
economic interest of the petty bourgeois, semi-capialistic and capitalistic,
with the Socialist interests of the Proletarian Government™*

In his previous utterances, however, Premier Rykoi followed
Lenin's lead in calling the present Soviet system “state capitalism.”
But by whatever name it is described, this system is based upon the
New Economic Policy, the framework of which may be found out-
lined in several decrees.}

The Soviet Government retained the principle of nationalization
of industries, But the decree of July 7, 1921, exempted from future
nationalization or municipalization all small enterprises, namely those
employing not more thamn twenty persens, and declared that all
citizens of 18 years of age and over have a right to engage freely in
home industries as well as to establish small industrial enterprises.

*~Provds’”, November 7, 1521, Article by Lenin

**Report of A T. Rykef te the XIV. Conference of the Moscow Cammunist Party., “Prevds”™,
Nos. 280 and 283, 1925,

1See International Labor Office: Op. cit, pp. 1-%
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Moreover, the decree of the Council of the People’s Commissars of
May 17, 1921, which suspended the application of the decree of Novem-
ber 29, 1920, on the nationalization of industries, provided that the
nationalization of small undertakings of this class, to be legal, must
actually have taken place before May 17, 1921.

Excerrions 70 NATIONALIZATION

Nationalization was not considered to have taken place unless
(a) the enterprise had been taken over by government bodies in
return for a certificate of acknowledgment or similar document; or
(b) the enterprise had been administered by the State or a manager
appointed by it; or (c) the cost of working or protection of the enter-
prise was in fact borne by the State. In all other cases small estab-
lishments were to be considered the property of their former owners,
and therefore could be operated by them (Section 3). The same
decree provided that enterprises belonging to small industry and
artisans should be restored to their former owners if they had been
nationalized witbout the authorization of the Supreme Council of
National Economy (Section 4)., Small home industrial enterprises
and those employing fewer than twenty workers, not actually man-
aged by the State, might be restored to their former.owners on the
request of the latter, by a decision of the Presidium of the Supreme
Council of National Ecomomy and with the approval of its local
organs.

The large and medium scale industries remained under the im-
mediate management of the State and its organs. But the govern-
ment has been obliged to make important chenges in their organiza-
tion and administration. The State found that it could not carry
out its obligations toward the industries, which it was to supply with
raw materials, and with fuei and foodstuffs for the workers. So it
decided to proceed with the decentralization of industry.

Under the immediate management of the Supreme Council of
National Economy and its local organs we find the undertakings of
national importance, large and well equipped plants, chiefly those
which serve the so-called heavy industries, coal, iron, metallurgy, and
transportation. With respect to other undertakings, the state ceased
to supply them and they had to satisfy their needs in the open market.
The undertakings coming within this category might be leased.

StaTUs OF LEASES

By decision of the Council of People’s Commissars of July §, 1921,
the enterprises under the control of the Supreme Economic Council
and its local departments may be leased on definite conditions to
co-operative societies, companies and private individuals. The period
of the lease depends upon the value of the enterprise, its condition,
etc., and is fixed by mutual agreement,

Furthermore, the decree of November 23, 1920, provided for the
possibility of conceding certain nationalized undertakings or State
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property to foreigners and under the decree of March 22, 1923, the
exploitation of enterprises of any size may be denatiomalized for a
period by concession. Finally, concessions known as “mixed com-
panies,” i.e. those in which the Government participates, have been
formed. {See Chapter V.)

The large and medinm scale industry may be divided as follows:

(1) Establishments managed and entirely supplied by the
State with the capital required for the purchase of the peces-
sary raw materials, fuel, etc.

(2) Establishments managed and partially supplied by the
State.

{3) Establishments managed bui not supplied by the State.

{4) Establishments operated by private persons under leases
and not supplied by the State,

{5) Establishments and nationalized property which may be
conceded to private persons and operated under conces-
sions.

(6) Establishments and nationalized property managed by
“mixed companies.”*

The semi-independent operations do not concern us here; bat

rather the State trusts and syndicates. Their rise and especially their
later development mark the shift toward decentralization.

Tae SEFT 10 DECEXTRALIZATION OF MANAGEMENT
Since the introduction of the “NEP,” nationalized industry has
been conducted largely by these State trasts. The supreme authority
over industry is the Council of Labor and Defense (Sto)** and its
provincial and district economic autherities (Ekoso)** and the de-
crees concerning indusiry are executed throngh the Supreme Council
of National Economy.

SurzeMe CouxaL oF NatioxaL EcosoMmy

The Supreme Council of National Economy is headed by its chair-
man, who has the rank of a People’s Commissar. He works with a
Presidinm (Colleginm}). The Supreme Council acts through two
boards:

(1) The Central Administration of the national industry which
is a general administrative management of the whole mdustry.

{2) The Chief Econmnic Admmxstnm(m, which performs the
function of a Ministry of Industry, in regulating industrial
activities.

‘i?\::mumal{ahu()ﬁ‘n Oy.ufmaopp.s-é
mmunh&y verument. The post of Presidem? of the Comncil for
h&wmdwm&nlddhy FPresident of the Counct of Feople's Commismars,
*+5The puipose of the “Ekoso™ was defined by a decred of June, 1921, to unify and develop
the activity of all local economat oryans to coordinate their work, and
meet the problems mot only ss may be dictated by local intereses, but
Siate as & whole™
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Subordinate to the Supreme Council of National Economy are the
State Councils of National Economy of the Constituent Republics of
the Union, under whose direct jurisdiction are the large mmdustrial
enterprises of the various Constituent Republics.®* The structure of
the State Councils of National Economy in the various Republics of
the Union is not identical. This is due to various economic differ-
ences of the respective Republics,

TEE TrusTs

The “trust” is an amalgamation of several conveniently located
plants in the same branch of industry or a combination of plants pro-
ducing different products which are subsidiary. The trusts aim at
reconstructing nationalized industry and commerce on a business
basis. The former extreme rigidity of state control has been relaxed.
Each factory is separately managed, but is not supposed to buy its
own raw material., It must not conduct its own financial operations.
It is not to sell independently the goods it manufactures. The financial
and commercial work is to be done by the trust.**

At first the management of these trusts was restricted and over-
regulated, but before long they began to enjoy a greater degree of
autonomy. Finally, a decree of May 23, 1922, recognized the trusts
as “juridical persons.” (établissements publigues personnifiés.)

There are both central trusts and local trusts. The former may be
organized by the Supreme Council of National Economy and the
latter by the State or regional Councils of National Economy.

LEcAar Srarus or Trusts

The position of the central trusts is regulated by the decree of
April 10, 1923, and that of the local trusts by decree of July 17,
1923. The first decree recognizes the autonomy of the trusts in
all that concerns their operations and in accordance with their
articles of association, A. “commercial basis” for their operations, i.e.,
the making of a profit, is substituted for the previous “economic basis,”
which required only ordimary bookkeeping. The State renounces all
requisitions or even requirements from the trust incompatible with
commercial prosperity. On the other band, the Government is not
responsible for the liabilities of the trust, or loss of capital, other
than debts, from State offices.

The trust is guaranteed against loss due to State interference and
the State is entitled to a net profit only after provision for a sinking
fund and the putting aside of 20 per cent for reserves, as well as to
any assets after liquidation of all liabilities. The statutory capital is

*Kor description of Soviet government structure see foawnote, p. 15

==pussis—-oificial report of the British Trade Union Delegation to Russia and Caucasia,
Movember and Pecember, 1924, pp. 43-54.
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divided into basic capital and working capital Basic capital cannot be

alienated or mortgaged except by consent of the Supreme Coundil of

National Economy. These provisions give the trust a basis for credst

which is, however, medmztsworhngcapnmi,agzmstwh:chahme_
creditors can proceed (Article 17). Bauildings, machinery and equipment

generaily cannot be used as security. A government guarantee is sub-

stituted for debentures. Private capital is excluded from holding shares,

though an exception is made in favor of co-operatives.

The directors of the trust are appointed for one year by the So-
preme Council of National Economy. The division of powers be-
tween the directors and the Government (Supreme Council of Na-
tional Economy) is based on the principle that the State assumes the
authority assigned in 2 limited company to the general meeting of
shareholders, elects the directors, etc. Anditors are appointed jomtly
by the Supreme Comncil of National Economy and the competent
Trade Union. The State, like the general meetmg, has authority
over financial operations and all questions affecting the constitution
and control of the trust. All trusts must be members of the Bourse
and register their trapsactions {Article 48, decree of April 10, 1923).
The Supreme Council of National Econoemy, the Council of Labor
and Defense and the Commissariat of Foreign and Domestic Trade
may in “cases of pecessity” fix the selling price of their products {Article
48). Conditions being the same, trusts must give preference to State
argans and to co-operatives over private enterprises.

THE S¥NDICATES

The syndicates were started in Febrnazy, 1922 with the formation
of the Textile Syndicate, the constitution of which served as 2 model
for other such institutions. At first syndicates were formed mamiy
m the “light” mdustries. With the second half of 1922, industries
more dependent on the State than on the private market were syn-
dicated. At present the more important indusiries, such as textile,
oil, hides, tobacco, metals, eic. are organized under this system,

The syndicate is a combine of trusts. It is an assodation of enter-
pnsesunderaemtmtmgmtwh:c&hasa “suridical persomal-
ity.” The syndicate is snpposed to secure the better coordination and
cooperation of the trusts in Gnancial-commercial operations, in the
sale of their products, and in the acquisition of raw material

The syndicates are directly under aathority of the Supreme
Council of National Economy. This aathority is concerned with the
syndicalization of any trust, with the confirmation of directors and
auditors, the appointment of its own auditors, the andit, & e, the in-
spection of accounts, the confirmation of distribution of dividends, and
with dissolution. The syndicate wswally acts through an agent of its
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StaTtus oF LEases

We noted above that the decree of the Council of People’s Com-
missars of June 5, 1921, granted to co-operatives and other such
organizations, as well as to private citizens, the right to lease state-
owned industrial enterprises for the purpose of their exploitation,
The lessees are responsible for the property turned over to them, and
in case they damage it, they may be sued. A contract may be voided
before the expiration of its term only by the couris. All enterprises
may be leased, except those which can be run by the state on a self-
supporting basis, or those which, for one reason or another, it is impor-
tant to keep directly in the hands of the Government.

TaE STATE Prannine CoMaission

‘There is also the so-called State Planning Commission {Gosplan).
This institution was organized to co-ordinate production and trade
and has its central office in Moscow with branches and agents ail over
the country. It has no administrative or executive powers, but its
advisory influence is very great. The approval of the Gosplan is gen-
erally necessary for the framing of any economic policy and its advice
is sought by the administration before provision for any State enter-
prise or expenditure is made,

The Central Council of the Gosplan consists of 200 experts and it
controls 2 whole body of sub-commissicns, each dealing with some
specific department. This body of civil servants collects daily statis-
tical and technical data and then works out, in cooperation with
various departments and in consultation with the Commissariat of
Finance, new plans and new schemes for re-equipment and recon-
struction of the economic life of the country,

SUMMARY

This organization of industry is not working smoothiy and is still
in a state of flux. While it seems essentizal in a country which has
nationalized its basic industries to have a centralized general policy,
which is shaped by the Supreme Council of National Economy, the
different organs of industrial policy-making have not yet become
fully coordinated. There is still a great deal of confusion among the
different bodies necessary to set an undertaking going and to regulate
its activities. The industrial undertakings are subject at the same
time to inoumerable local, regional and central bodies, as for instance,
the regional Councils of National Economy and the local Economic
Conferences, the State Councils of National Economy and the Provin-
cial Economic Conferences, the Supreme Council of Nationai Eco-
nomy and the State Plaaning Commission, the Council of Labor and
Defense and the Commissanat of Finance. But in the struggle be-
tween the theories of the Communist Party and actual conditions,
econoimic realities are forcing a change toward business methods.
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CuartEr VIII

RATE oF INDUSTRIAL PRODUCTION

OTH as an index of Russian needs for machinery and industrial

equipment, and as a register of its most serious handicap in

economic recovery there should be set down three facts: that
the Union of Soviet Socialist Republics lost well toward a third of
its industrial establishments by the war settlements; that it allowed
much of the remainder to run down during its experiments in com-
munism; and that the large scale plans for the future depend to a
large extent on its ability to secure outside capital

As a result of war, revolution and secession, about 225,000 square
miles of country with a population of about 25,000,000 passed out of
the contrel of Soviet Russia. In this territory, it is estimated, were
found over 30 per cent of all industrial establishments, with 17 per
cent of the industrial workers and 18,6 per cent of the entire industrial
output of the country.* This does not include Finland, with an area
of about 150,000 square miles, and a population of 3,400,000, since
this country was economically autonomous before the war,

DISGRGANIZATION oF INDUSTRY

During the first three years of the Soviet régime all basic in-
dustries reached a state of complete disorganization and by 1920 it
was evident that further development in the same direction would
Iead to their complete collapse and ruin. In 1920 the coal cutput
had declined to about 27 per cent of the pre-war output, iron ore to 1.5
per cent, cotton spinning to 5 per cent, sugar manufacture to 5.8 per cent,
chemicals to 5.12 per cent, footwear to 11 per cent.

With the end of the civil war and the possibility of engaging in
peaceful organization work, there came a considerable revival of
industry, and by 1921 this revival was reflected statistically, About
the middle of the year, however, there occurred a most severe fuel
crisis when the Donetz basin stopped operations, thereby causing
practical suspension of activities in the leading industries, dependent
upon coal as their main source of power,

During the latter part of 1921 the effects of the coal crisis may be
said to have been overcome and industrial operations show much less
of a decline and in some cases even an increase over 1920, The crop
failure and famine of 1921 and even more the financial crisis of that
year had quite a retarding effect upon industry.

InpustrIAL REVIVAL Forrows “NEP”

It was only about a year after the introduction of the New
Economic Policy that a steady growth of output and a greater pro-

&'zsielnt!e Docaments on “Eurcpesn Cuwrrency and Finance” (1925}, Serial 9, Volume IT,
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ductivity per unit in virtually every branch of industry began, In
the autumn of 1921 industrial production stood at less than 15 per
cent of the 1913 output. During September, 1925, production was
estimated by the Soviet leader Stalin to have advanced to 71 per cent
of the pre-war output.

Facrs o InpusTrRiaL ProODUCTION

In estimating the trend of industrial production in the Soviet
Union we must bear in mind the following facts:

{1) Under the “NEP,” the Government ceased to fumish nation-
alized industry in kind with the required raw materials, fuels, etc,,
so that this industry had to take upon itself the function and call of
securing at the proper time all that was required for the operation of
the plants. ’

{2} On the other hand, the Government, in view of the deficit
operation of these plants, had to furnish them with the necessary
funds for the purchase in the open market of the required raw mate-
rials, fuel, ete. This made necessary the regular financing of the basic
éndustries by the Government in the shape of subsidies and long-term
0ans,

{3) Therefore an increase of cutput does not necessarily mean that
the state industries have as yet succeeded in working economically.

(4) Since the war and especially since the revolution, industries
in the Soviet Union have been living on their capital. It took a
relatively short time to use up the available reserves and stocks of
raw materials, while fixed capital, i.e,, plants and machinery, because
of lack of means of renewal and repair, showed a high rate of
depreciation and in many cases made necessary the closing of the
plants. Since for years Russia had no commercial contact with the
industrial nations, imports of new machinery or parts were im-
possible, and in case of breakage or where repairs were necessary,
very often machines or parts were transferred to cther plants,

Census STaTISTICS

The Census of March 15, 1923, found 165,781 industrial establigh-
ments in all towns and cities of the 83 governments of Soviet Russia
which would fall into at least one of the three following categories:

(1) Specially fitted or adapted quarters.
{2) Use of a mechanical motor.

(3} Employment of hired fabor.
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The number above given is probably approximately correct, as the
total number of licenses issued to industrial establishments during the
first three months of 1923 was not more than 215,302, This number
included estzblishments in the open country and also those operating
without hired labor.

State anDp Private INDUSTRY

How far in point of numbers privately owned industrial establish-
ments have grown is shown by the Russian census figures of 1923. Bat
the figures also reveal how relatively unimportant these private concerns
really are in the nation’s total industrial cutput. Of the 165,781 in-
éustnal establishments listed no less than 147,471 or 88.9 per cent were
owned privately; 13,697 or 8.3 per cent were state enterprises (this
number corresponds to the pre-war number of establishments having
sixteen or more workmen and subject to factory inspection); and 4,613
or 2.8 per cent were co-operative enterprises®

Measured by the number of the workers employed, however—a good
index of reiztive importance—government-owned establishments had a
monopoly—84.1 per cent. Only 124 per cent of the workmen were
~ employed in privately owned plants and 3.5 per cent in co-operative
establishments. The average number of workers per industrial establish-
ment was 155 for those State-owned, 15 for co-operative establishments
and 2 for those in private hands.

In the last three fiscal years 1923-24 to 1925-25, the respective shares
of the state and co-operative industries, petty {Kustarni) industries,
mostly private and in part co-operative, figured in percentages in the
whole Soviet Union’s industrial output {in values) are as follows: #*

In Per Cent
Year State Cooperative Petty Private Industry
1923-24 . 635 36 29.4 35
192425 678 49 242 31
1925-26 715 46 212 27

In the last two years the gross output per worker was higher in
the private industry than in government plants. The “Trade and In-
dustry Gazette” (Moscow) of May 16, 1926, carried a table showing
that in 1923-24 the average value of the output per man in private
plants employing 39,400 workers was 043 per cent higher than the
average value of the output per man in state industries employing
1,432,600 men, while in 1924-25 it was 87.4 per cent higher in private
plants with 38,300 workers than in state industries with 1,761,900 men.

“Of tie 13,597 nmanalmx! anderuhgy about gnethird were abr.mt one-third hsd

4 about one-third (4,212) were gr srusta, combines,

syndicates, etc. In Gctcba 1923, tius faxt group pumbered 426 and cmpnsui 3,470 under-

wminngs with 881,306 vaﬁzwmtoimewnlnmmwrknmmﬂm

in the natonaiized mdmmmreéh!becemmmm&mmnf&:mw

(.34, ?&6)). employed by i naticualived establish . 2l and otber locat
eRteTprises.

=vjournal of Commerce, August 25, 1928,
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Revivar Arrter “NEP”

~ The fall in industrial production and the improvement after the
introduction of the New Economic Policy has been calculated by various
statistical departments of the Government.

The following table of the “Gosplan” (State Planning Commis-
sion) covers industry as a whole, whether large or smail scale, in-
cluding domestic industry and handicrafts. The figures are intended
to show the total value of industrial production, including both the
portion of the product which enters the market as an object of trade,
and the portion that does not. The marketed portion has included
for some years goods delivered in payment of taxes in kind as well as
various deliveries in kind made during the peried of War Communism.
These data refer to the territory which now constitutes the Soviet
Union and covers the period extending from 1913 to 1924-25, thus
including the years of the war and the eight years of Soviet rule:

TABLE V
VarLue oF InpustriaL QUTPUT
(In gold rubles, at 1913 prices; 1 ruble equals $0.5156)

Year Industrial Output Pogpulation of the
Soviet Union
{In Millions of Rubles) {In Millions}
1913 7,000 140
1914 __ 7,080 141
1915 7.860. 143
15916 8,400 144
1917 5,320 142
1918 2,340 140
1919 1,850 136
1920-21% 1,300 132
1921-22 : 1,970 130
1922-23 2,570 132
1923-24 3,340 134

1924-25 4,350 137

*Begioning with 1928-21, yesr ending Sept. 30.

But the figures given in this table are too inclusive and can hardly
give a reasonably accurate panorama of the present status of Soviet
industry. The statistics for the large scale industry are more accurate,
and from those we can get a clearer view of the degree to which the
value of the presemt output approximates the production of wealth
in 1913.

It has been calculated that the gross value of commadities pro-
duced in 1913 by the large scale industries, employing 2,599,011
workmen, including all enterprises with mechanical equipment em-
ploying 16 workers and over and those without mechanical equipment
employing 30 workers and over, amounted te 5,620,800,000 pre-war
gold rubles.
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The following table gives the total number of workers employed
and the gross value of commodities produced by the state-owned
large scale industries for 1923-24 and 1924-25 as compared with large
scale industries for 1913.%

TABLE VI
LAsGE SCALE INDUSTRIES

Comparison of Pre-War and Post-War Qutput

= LY 8w -
3 s £
3 2 %5 g 5P cs
- £: S 5 S =
5 ] s >: E g 3 s ESw
y .g% ] =._9'§ L ='.E..§ E‘k:
" ek 1 Sun P
= %8 4 S5F & Sa Sié
1913 2599 100 562 100 J— 100
1923-24 ... 1615 621 257 45 554 73.5
1924-25 . 190% 731 395 70 7.52 06.1

The year 1920-21 was the most difficult for the Russian industry.
Only after the adoption of “NEP* and the introduction of new
methods of compensation did productior begin to increase. In 1924
25 piece work was introduced wherever possible, and the productivity
per head rose to nearly the pre-war percentage}

INcREASE oF PRODUCTION

That substantial gains have been made, in spite of the greatest
obstacles, can be seen by a glance at the table on preduction of main
industries (see table on page 44). Although still failing short of pre-
war output, the trend of production shows great stability and con-
tinuous increase. This table indicates that 1924 gave a total coal
production almost double that of 1921, the petroleum output was 63
per cent of the pre-war, the production of pig iron doubled that of
1923 and the production of iron ore for 1924 was six times as high
as that in 1921. The 1925 figures indicate that production of coal
increased from 938,000,000 poods in 1923-24 to 981,100,000 poods* in
1924-25 and the production of petroleum from 362,200,000 poods in
1923-24 to 424,400,000 poods in 1924-25. The figures for pig iron were
40,100,000 poods in 1923-24 and 79,600,000 in 1924-25. Martens steel

incrcazséed from 60,200,000 poods in 1923-24 to 113,900,000 poods in
1924-25,

The cotton industry is rapidly approaching the pre-war percent-
age, “and conseguently the demand for American cotton should in-
crease if acceptable credit can be arranged, according to Agricultural
Commissioner Schoenfeld at Berlin. American cotton, however, will
meet with competition in Russia itself, and from nearby countries
m;gi‘;:z[mcﬂé;?l figures quoted in “Auns der Volkswirtschait der 17. 5 8. R.," Nowvember,

$The Econcmicheskays Zhim of November 14, 1925, estimated that in the state indnstries

33 & whole the average daily ontput per worker rose from 3.47 prewar ruhles in 1922-23 and
4.06 rubles in 1923-24 to 575 rubles in 1924-25.

*1 pood-—34 e About 6f poods—a metric ton.
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such as Persia, Turkey, and Egypt, which before the World War
supplied a considerable share of Russia’s imports, according to the
United States Bureau of Foreign and Domestic Commerce.”*

TABLE VII
PropuctioN in CHIEF INDUSTRIES
Tron Pig Marteos
Coal Petroleum Ore Sait Iron Steel Raila
mll‘lﬁ mifl L :&ng. (ifg Pfgh'nd\:nz mii;.a mil&‘ Mi?i‘g miii.‘
poo poc ode poods poo poc: poo poc goo:
1913 1,712 554.8 32,400 3,774 299.% 121.8 256.8 259.3 9.4
1914 £056 298
1515 ,938 206
1916 1,994 35 602.1 1,860 150 2318 260.8
917 1,813.4§ 522.6 1,885 315 184.5 188.8
1918 730.4 231.1 1,636* £.268 g2 s 24.5 13
1919 51L.4 267.9 358 75 12.8 5.9 122 22
1020 466.3 232.7 16,087 189 21.8 354 7.0 2.9
1921 - 520.9 245.3 8.7 31 13.8 &4 70 12 1.8
1922 588.7 2763 13,910 332 68.0 51.0 .6 15.4 0.5
1923 659.8 315.1 265,078 766 4.3 61.§ 83 358 38
1624 938.6 362.2 55,675 1300 7.1 40.1 822
1925 281.1 424.4 128,200 1,700 72.6 1133
COTTON WOOL
Peat Yars Picee Goode Yarn Piece Goods
Thous. Thous. -
metric tons Mill, meters meiric tons Million meters
1916 80 1913 262.08 39.36
1917 710
108 57.7
1519 &7.9
1920 92.8
1921 1350 1921-22 51.6 3372 108 228
1922 130.5 1622-23 74.4 582.0 14,52 216
1923 1346 1923-.24 19820 8352 19.32 288
524 155.8 1924-25 1860 14584 27.60 45.2

Figures for the years 1916 and 1917 from the Statistical Annual, 19181928,

For 1918-1924 from Norodneye Khosiastvs, 19231924, (Economic Yearbook of the U, 8, S, .}
¥or 1525 from Ecomsmischeskoye Oborsreniye, Dec. 1925, p. 270,

Sinee 3921.22 fscal yeara have ended Se;xemﬁcr 10.

Metric_tona converied to poods at the rute of one metsic ton to 611 poods,

The gold figures from Piestnik Fisonsow, No. 11, 1924, p. 119, Dec, 1925, p. 185

*Central Rusain only.

**The eotton and wool figures refer to the State industrics only and wve taken from ithe
Beonomic Bulletin of the Conjuncture Imnitute, Moscow, December, 1325, p. 12,

Svussmies AND Loans 7o INDUSTRY

Regarding subsidies it is stated that the state budget is playing a
role of distnbutor of capital between the various branches of industry,
taking profits from the trusts engaged in “light” industries and financing
the “heavy” industries.

The subsidies to state industries and electrification during 1923-24
amounted to 161,106,000 rubles,** to which should be added loans
extended by the banks during 1923-24 amounting to 510,700,0004.
During 1924-25, the approved Government budget provided for the
granting to the state indusiries of subsidies to the amount of
149,308,000 rubles and the total amount advanced by the banks to
the industries was 915,200,000.3 For the year 1925.-26 state subsidies
to industries were planned to an amount of 183,180,000 rubles **

*United States, Agriculture Department: Foreign Crops and Markets, April 26, 1926.

**)/ setnibd Finansor, {Financis]l Courier; monthly of the Commersarist for Finance), February,
1926, p. 210.11.

tVetinih Fingurov, November and Decémber, 1935, p. 192,
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Caprtai OoF STATE INDUSTRIES

The total working capital of the state industries of Russia proper
and the Ukmine that had been organized in the form of trusts, in
1923, had been estimatedj at 1,336,709,700 rubles, the fixed capital at
2.489,240,000 rubles exclusive of an amortisation fund of 189,199,700
rubles. In estimating the percentage put aside for amortisation pur-
poses, it should be borne in mind that the fixed capital represents,
not the present value of the machinery, etc.,, but what it originally
cost.

For 1924 we have figures for the four main industries, representing
from 65 to 70 per cent of all industries. The fixed capital for the
fuel, metal, chemical and textile industries was estimated at 1633,-
306,400 rubles, and their operating capital at 914,833,300. This figure
does not include the electrical and food industries.

The principal industries to receive subsidies from the state were
metallurgical, textile and coal mining. The principal debtors to the
banks were Government trusts, syndicates and co-operative societies.
It must be stated that the increasing demand for credit on the part of
industry is due to the growth of production, in the face of the atter
‘exhaustion of the old stocks of raw materials, especially marked in the
metaliurgical and in the textile, and more particularly the cotton, industry.

Hoewever, the so-called industrial credits include loans to finance
marketing operations, especially credit extended to the so-called “syndi-
cates,” all of which would be more correctly classed under “trade”
than “industry.”

Bank Loans

During the years 1923-24 and 1924-25 loans to industry by the
five main banks (State Bank, Industrial Bank, Moscow Municipal Bank,
Foreign Trade Bank and The All-Russian Co-operative Bank) show
the following development as compared with loans to other branches
of national economy (in millions of rubles).*

1923-24 1924-23

Industrial enterprises 5107 9152
Trade enterprises 386.0 7217
Credit enterprises 739 20238
Transport enterprises 26,7 716
Other enterprises 31.2 1586

Another important factor to be taken into account is the urgent
necessity for the renewal of machinery and the construction of new
factories. The Government planned to invest 935,000,000 rubles
during 1926 for the restoration of indostry. Qut of this sam 668,000,-
000 were to be devoted to the renewal of machinery, 97,000,000 were
to be devoted to the building of workmen's dwellings and 170,000,000

tNarodnoe Khassistoe U. §. 5. B, Vol. IV,, 1525, p. 300-301
*Vestnik Fimanzop, Febnuary, 1926, p. 21011,
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to the construction of new factories. Later, because the agricultural
export-surplus was inferior to expectations, the figure was reduced to
746,000,000 rubles, to be divided as follows: metal and electrical—
26%; coal and o0il—20%; textile, principally cotton—I8% and
an unspecified percentage for lumber and construction industries. Of
course these figures are merely estimates of what the Government hopes

to spend.

According to 2 report of F. E. Dzerjinsky¥, the late head of the Su-
preme Council of Naticnal Economy, to the Fourteenth Moscow Com-
munist Party Conference, the rate of growth of large scale industry
is beginning to decline, due to the fact that industry had utilized the
equipment left fromr the pre-revolutionary period and further progress
is only possible through the construction of new plasits and new
machinery. This implies new capital, which is available only in
small amounts in view of the failure thus far to attract foreign capital.
And for the present foreign loans remain apparantly the only rapid way
of expanding Russian industry. _

' gi'tiegpzmsrf of ¥, E Drxerjinaky to the XIV Moscow Party Conference in Isvestiys, December
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CrartEr IX

PROM ENFORCED BARTER TO LIMITED PRIVATE TRADE

ITHIN the space of ten years the basis of exchange of com-

‘modities has swung through three stages in Russia—from

money economy to enforced barter; and then back, with vari-

ous ups and downs, to the present freedom of trade wherein approxi-
mately half of the retail merchandising is in private hands*

The co-operative movement, a distinctive development in pre-war
- Russia, which was enhanced by the Provisional Government in the
early days of the March Revolution, has suffered various vicissitudes
under Communist policy and has only recently been released from the
stringent control and interference which cramped its functioning,

Tae InTERNaL MArxET 1IN PreE-War Russia

Domestic trade conditions were favorable, in pre-war Russia, due
to the continuous growth of the internal market. The World War
. brought about an almost complete blockade of the Russian frontiers,
stopping the import of foreign goods, which during 1909-13 averaged
1,139,600,000 rubles. Russian trade was the first to feel the devastat-
ing influence of the war, As early as 1914 there became apparent a
general shrinkage of the bulk of commodities circulating in the open
market., The army, which gradually rose to 15,000,000 men, absorbed
an immense portion of the national product. In 1914-15 the Govern-
ment had to purchase 5,600,000 tons of corn and grain for the army.
In 1913-16 the quantity exceeded 8,300,000 tons. In 1916-17 the
Government found that at least 16,500,000 tons were required—almost
the whole of the market supply in Russia.** Altogether, after a brief
downward tendency of prices early in the war, food prices began to
mount and soon a focd crisis was at hand. As a consequence of
enemy occupation and also of political and economic conditions, the
citltivated area had distinctly diminished. The amount of grain on
the market diminished even more markedly. From the second year of
the war the village began to feel the emptiness of the market, and refused
to part with its products in exchange for paper money with which it
‘could buy practically nothing. According to Professor N. D, Kondratyef,
the average amount of grain in the market annually in the period 1909-13
was 1,100,331,000 poodst while in 1914 it feil to 802,789,000 and in 1915

to 542,099,000.1

But another important source of trouble was the disorganization
of the system of transportation. The war had crippled the railway

T

*A gearching inquiry of this subject is to be found in the volume of the International Labor
Officc on “The Co-operative Movement in Soviet Ragssia,” 1925

*#*{)’Hara and MakeeT: *“Russia®, 1925, p. 177,
*$One pood equals thirty-six pounds. About 61 poods egual a metric ton.
© $Unpion Sovietique et La France, Moscou, 1925, p. 131,
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distribution of the available food was insufficient and town and coun-
try began to suffer from the cutting off of supplies.
system, which at its best was inadequate. As a result the means of

Tre Revorurronary Periop

In 1917 the crisis came. The depreciation of the currency, the rise
in prices, low wages, speculation and other such factors aroused pub-
lic opinion, which demanded that the Government take decisive steps
toward the regulation of trade in order to combat the high prices
and secure supplies for the needs of the population. Government reg-
ulation was directed to the grain market and later to other branches

of trade,

With the revolution of March, 1917, regulation of distribution of
goods became even more widespread. A decree of April 29, 1917,
introdnced ration cards in all cities and in settlements of city char-
acter. No supplies were given out without cards. Later, by the
decree of July 7, 1917, the Minister of Supplies was authorized to
take steps toward supplying the population with textiles, foed, kero-
sene, soap and other necessities. Although this law was not carried
out, by the time the Bolshevist revolution came there was not much left
of private wholesale trade. .

Tae Barrez YEeazs

The rise to power of the Communist Party fed immediately to the
development of exchanges in kind, i. e, to a system of barter. But
the complete disorganization of the economic system which followed
the Bolshevist revolution made normal exchange practically impos-
sible, and the Soviet Government attempted to replace direct ex-
change by another system reguiated and controlled by the State. A
decree was issued on April 2, 1918, regarding “the organization of
exchange in order to improve the supply of cereals,” under which
some of the goods of prime necessity for the peasants were to be
handed over to the Commissariat of Supply for purposes of exchange.
These goods inclnded woolen materials, shoes, matches, secap, agri-
cultural implements, paraffin, various iron goods—nails, horseshoes,
etc.—glassware, crockery, tobacco, salt, sugar, tea. The Commis-
sariat regulated the exchange of these goods for cereals and othker
foodstaffs, which were to be delivered in accordance with the state
plans. The policy of securing supplies consisted almost entirely of
confiscation and reguisition. But the Government was unable to
secure grain by such methods as the peasants demanded goods in ex-
change for their foodstuffs. Consequently the Government gradually
set up moncpolies which controlled snearly all goods in current con-
sumption. Production was in the hands of the Supreme Cousncil of
National Economy, but distribution was the function of the Commis-
sariat of Supply. The decree of May 27, 1918, instructed the Com-
missariat “to concentrate in a single organization the supply to the
population of objects of prime necessity and foodstuffs, to organize
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the distribution of these goods, and to prepare the way for the na-
tionalization of commerce and Industry.” A special office, the “Glav-
product,”™Head Center for the distribabos of goods—was set-up in
the Gommissariat to carry out the distribution of goods through the
consumers’ co-operatives.

MoorFicatioN oF Baxter SvystEMm

These first attempts to organize a system of State exchange were
nasuccessiul. The system did not put a stop to private trading or
exchanges among individuals. In August, 1918, this policy was modi-
Fed and it was decided that goods would be delivered only in ex-
change for foodstuffs. The principle laid down by the decree of
Auagust 8-10, 1918, was "not a box of matches, not a pair of shoes, not
a vard of calico—f there is not its eguivalent in bread.” The decree
further provided that “industrial products and, in general, all goods
which are not foodstuffs may only be exchanged for wheat and other
goods such as hemp, flax leather, etc,” and assipned to the co-opera-
tives certain duties in connection with the system of commodity
exchange. Under the decree of September 14, 1918, the co-operatives
were compelled to distribute among the population the matenials,

garmeants, ete,, which they had in their stores.

Up to this time the freedom of exchanpe was merely mach re-
stricted. But the decree of November 21, 1918, on state organiza-
tion of supplies, declared free exchange illegal. Al products were
to be handed over to the Commissariat of Supply and wholesale co-
operative and state warehouses and stores. Co-operative and Soviet
shops were estabiished to distribute goods. To obtin goods, every
citizen had to register at 3 given shop included in the system con-
trolled by the Commissariat. The entire co-operative movement was
in effect put under the orders of the same Commissariat. Under the
decree of March 20, 1919, the agricultural and craft co-operatives
became suppliers to the Commissariat of Supply, while the consam-
ers’ co-operatives were now the sole commercial undertaking in the
ﬁnllry and the principal distributive agents of the Commissariat of

ppiy-.

Svysres oF ComruLsory ExcEHANGE

Beginning with the latter part of December, 1920, certain cate-
gories of the population received foodstuffs and other necessities free,
but even when the recipients of goods were charged for them, the
transaction was not a sale. Goods were being delivered at cost price
and sometimes even below it.

At the beginning of 1921 the country began to feel acutely the
effects of the system of requisitioning and confiscating agricultural
g::duce. Because of the abolition of free trade, the peasants re-

ined from producing anything in excess of their own needs and
surplus crops were concealed by them, to avoid requisition. For
even when the requisitioned products were paid for on the spot, it



was almost impossible for the peasants to purchase manufactured
articles. As a result, as noted elsewhere, the city workers commenced
to feel the lack of sufficient food as acutely as the peasants felt the
lack of sufficient clothing, While during 1918-1920, years of civil
war, the peasants generally submitted very reluctantly to requisi-
tioning, now, with the disappearance of the military crisis, they de-
manded vigorously the abolition of the system of requisitions and of
compulsory exchange. The system based upon compulsory exchange
and state supply had proved unworkable,

When the tenth Congress of the Communist Party convened in
March, 1921, it recognized the necessity for the abolition of the sys-
tem of forced levies of agricultural produce, and the re-establishment
of trade. In an address to this Congress Lenin said: “We know that
only an understanding with the peasants can preserve the social
revolution in Russia, so long as revolution has not broken out in
other countries. . . . Our resources are limited, but we must satisfy
the middle-class peasants.”*

AsBoLiTioN OF SYSTEM OF REQUISITIONING

The tenth Congress approved the proposal of the Central Com-
mittee of the Party that the system of requisitioning the peasants’
surplus produce be replaced by a tax in kind and that this tax be
lighter than the forced levy. Once the tax in kind had been paid,
the peasant would be free to use or dispose of the produce remaining
in his possession. The proposal was published on March 21, 1921,
in the form of a decree entitled: “Introduction of the tax in kind in
substitution for the forced levy upon foodstuffs and fodder.'**

The decree restored the freedom of local retail trade, to be car-
ried on either through the co-operatives or divectly in open markets
and fairs. But the Government had no intention of permitting com-
plete freedom of trade. State comrnerce was to be reorganized and
extended. At first the Government inaugurated a system of exchange
in kind or “exchange of goods” as it was called by the authorities.
The State had to acquire stocks of articles and exchange them for the
agricultural produce needed by the townspeople. This policy was
ta be executed by the co-operative system.

The Commissariat of Sapply was to manage and control the ex-
¢hange system. But the Commissariat of Supply did not really hold
the stocks recorded in its registers and what it had did not include
goods required by the peasant, Distribution was badly organized.
Work was constantly being held up by delay in providing wagons
and by prohibitions and formalities of all kinds, and the peasant,
from whom it was hoped to obtain provisions, himself at this time
lacked bread. Furthermore, one of the first effects of restoring free-
dom of local exchanges was to bring into the open private trade which
had never come to a standstill even when it was entirely illegal. For

*International Labor Office: "“The Co-operative Moy t in Soviet Ruasia,”™ 1923, p. 80.
»eThid,, pp. BI-E3.
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years the private trader had been acquiring illegally the means for
adapting himself to the new conditions. When private merchants were
allowed to carry on local retail trade, the enterprising small trader was
to be found everywhere and the system which gradually took root was
exchange tipon a2 money basis, and beyond the bounds of local trade,
The system of compulsory exchange ended in utter failure,

Lixrrer FreepoM oF CoMMERCE

The compulsory form of exchange was replaced by a limited free-
dom of commerce which was to extend only to small commercial
operations. All wholesale operations were to remain in the hands
of the State and the Government intended to control and regulate
commerce in general. For that purpose the government set up spe-
cial organizations.

A Central Commercial Service, attached to the Supreme Council
of National Economy, was created on December 21, 1921, to facil-
itate the supply of the necessary materials and machinery to national-
ized industries. This Commercial Service had to act as intermediary
among the various organs of nationalized industry, to purchase in
the open market commeodities needed by state industries and to serve
as a link between nationalized industiry and the great mass of con-
sumers by making wholesale deliveries to the co-operatives and to
private undertakings.

Besides the Central Commercial Service there were a large num-
ber of commercial sections, which were either purely state under-
takings or of a mixed character, inciuding private capitalists. These
commercial departments were attached either to state institutions
or to state trusts in nationalized industries. Their main duties were
to centralize, purchase and market their produce either at home or
abroad, to cbtain raw materials and agricultural produce, and to sup-
ply the population with products of good quality at moderate prices.
In a short time every institution set up its own commercial service
and all these services were in competition with each other.

TrapvE CouMMISSION

On May 9, 1922, a Commission on Domestic Trade {(Comvautorg)
was set up and attached to the Council of Labor and Defence. The
Domestic Trade Commission was empowered to regulate and control
trade. At first it received only general powers of supervision, the
actual regulation of trade in the provinces being entrusted to the
provincial and regional economic conferences. Later, by a decree of
October, 1922, the Commission was instructed to regulate prices and
to compile a list of commodities. Its rulings on prices were binding
on all state undertakings and institutions*

*International Labor Office; Op. cit, p. 156.
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The new legislation aimed to facilitate the commercial operations
of state undertakings. The state gradually ceased to furnish these
undertakings with supplies and they were obliged to rely upon com-
merce alone for their working capital. Thus they came to regard
the private traders and the co-operative system as their dangerous
competitors,

GzowTH oF PmivATe TrADE

Nevertheless from the end of 1922 private trade not only main-
tained its position but encroached upon co-operative business and
even upon that of the state, During 1923 private capital made its
way into wholesale trade, and by 1924 private traders were progres-
sively supplanting both the state and co-operative trading bodies. The
private merchant gained in villages and towns, in retail and wholesale
trade. Statistical information of commercial establishments compiled
by the Central Statistical Department at the close of 1923 gives the
number of state commercial undertakings for 1922-23 as 11915 (26
per cent of the total number of undertakings); the number of co-
operative undertakings as 27,678 (6.1 per cent of the total number of
undertakings) ; and the number of private commercial undertakings as
420,366 (91.3 per cent of the total). And for the second half of 1923
the figures of the Central Statistical Department, covering various
regions of the Soviet Union, showed that everywhere private under-
takings constituted nine-tenths of the total* In the towns 94 per
cent of the commercial undertakings were owned by private capital.
Measured, however, by the total trade turnover of the country in 1922-23
the share of private capital was not quite 44 per cent.

At the beginning of 1924 the Communist Party realized that com-
merce was fast slipping from the hands of the Government. Several
investigations revealed that the success of private traders was largely
due to the peculiar conditions which made it possible, for example,
for a private merchant to buy goods from one state organization and
resell them to another, For these reasons the Government deter-
mined to fight private trade—a determination strengthened by the
rapacious character of the private traders.

ComMmunNiIsT REACTION AcainsT “NEP”

From the middle of 1924, the Communists were much occupied
with proposals for checking the expansion of private capitalists in
commerce. A complete revision of the system set up by the New
Economic Policy was demanded. The new phase might be called
the Communist reaction against the “NEP.” One group of Com-
munists urged that the state commercial bodies and the co-opera-
tives must be reorganized so that private trade be controlled through
them, It was demanded that the state commercial bodies supply the
chief needs of the population more adequately and economically, that
the private traders be prevented from absorbing for their own benefit
so large a percentage of the national income and that they be ousted
from their function as intermediaries between the towns and country

*Interoational Labor Office: Op. cit, pp. 25%.361.
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districts. Moreover, the state orgauizations were to dislodge private
merchants from the wholesale trade.

New CosmueRciar Poricy

‘The thirteenth Commauanist Congress held in May, 1924, pave ex-
pression to the new commercial policy. It refused to follow those who
demanded that free trade be entirely abolished and decided to adopt
certain measures to limit the share of private capital in trade. The
Congress stated that “the market cannot be captured by purely ad-
ministrative measares; it is better to strengthen the position of the
state and co-operative trading bodies by placing at their disposal the
goods needed by the mass of the population and by coordinating their
work. We must not employ, in order 1o defeat private eapital, meas-
ures which might redace or disturb domestic trade, for such meas-
ures would have a bad effect on the economic progress of the Soviet
Union"}

The Congress approved the establishment of a Commissariat of
Domestic Trade, the chief function of which wonld be “to supervise
regularly the relations between private capitalists and the economic
bodies in the sphere of private trade, to render these relations sys-
tematic and favorable to the state and to suppress all attempts by
private capital, whether overt or otherwise, to injure the trade and
industry of the state or the co-operative movement {for example, by
securing special facilities for credit and payment, or privileges in the
choice of goods, etc.).”

The Congress also advocated continuation of the policy of lower-
ing prices and of providing credit om especizlly easy terms to state
trading bodies and co-operatives. By the decree of May 20, 1524, the
principle of compulsory membership in the ccoperatives was abol-
ished. State maintenance of the co-operatives and their supervision
was also abolished. Thus this decree wiped out the last traces of
the Communmnist policy as applied to the co-operatives. Bat the fight
against private traders was especially stressed from now on. In fact,
with the reorganization of the co-operatives, the Communists aimed
to abolish the spirit of competition between co-operatives and state
undertakings and to establish a “united front” against the private
trader.

But all efforts to drive out of the market private trade in general
and private wholesale trade in particnlar proved inm vain. It was
estimated that 250,000 privately owned shops were liquidated in
1924 as a result of this new commercial policy toward private capital®
But many traders refrained from taking out a license and continued
their business in other forms. That the private traders were not
driven out of the market is proven by the fact that at the end of 1924
nearly 60 per cent of the retail trade was in the hands of private
capital %

¥Prapds, June 1, 1924,
*Interustional Labor Offhce: Op oit., p. 326,

- ; 3 ‘,l -m. ne'u‘ .l mu,] m m
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The new commercial policy had only the effect of aggravating the
already precarious situation of the economic institutions of the coun-
try. State industry met with an acute shortage of capital which
made it impossible to increase production, to make necessary repairs,
to pay wages and to dispose of the manufactured goods, The state
trading enterprises were faced with a slowing down of short-term
transactions, shortage of working capital and the accumulation of
large stocks of goods in the co-operatives. The latter bought large
quantities of goods from state industries at special prices fixed ex-
clusively for state organizations and resold them to private traders.

Revision oF NEw ComuMEerciar Poricy

Before the end of 1924 it was generally held that the new com-
mercial policy had a bad effect on the economic life of the nation and
that it must be revised. Soviet leaders realized that the attempt
to eliminate private trade had met with failure because of the lack
of capital and because the state-organized trade was conducted on
less efficient lines than the private trade. At a conference of the
local institutions of the Supreme Council of National Economy, held
in November, 1924, a resolution was adopted to the effect that in-
dustry should be able to make greater use of private capital. The
whole question of commercial policy came up again for discussion at
the plenary session of the Central Committee of the Communist Party
in January, 1925. The majority of the Central Committee decided in
favor, not of modifying, but of interpreting more reasonably, the
decisions on the new commercial policy adopted in May, 1524, and
expressed disapproval of the abuse of administrative measures for
the suppression of private trade.

During the early part of 1925, several conferences were held at
which the foundation was laid for further changes, At a conference
held in Moscow on March 30, 1925, private traders were admitted
for the first time. A Soviet official reporting to this conference
emphasized the importance of placing private traders on the same
footing as the co-operatives and state trading organizations in mat-
ters of bank credit, and of reducing the taxes imposed on private
traders, and of guarantesing the trader security for his business,
his property and his person* Other conferences pointed out the
impossibility of driving private traders from the retail market. About
the same time the Council for Labor and Defence decided to grant
to private traders the rights and privileges asked for at the confer-
ence of March 30, 1925.*%* Finally, in May, 1925, only one year after
its introduction, the new commercial policy was changed by the
fourteenth General Congress of the Communist Party and subse-
quently by the Soviet Federal Congress. Resolutions were adopted
recommending that economic policy should be directed towards de-
veloping relations with private traders and more well-to-do peasants.
This, according to the official economic organ, denotes a tendency to-
wards “official regulation of private capitalism and private capital.” The

*Internationat Labor Office: Op. cit, pp. 333334,
*¥1bid,, p. 354
31bid., p. 354
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XIV Congress further decided that the co-operatives should “constitute
the principal link between the state economic authorities and the small
rural producer. Through them the state may acquire the most facilities
for. supervising and regulating small farming and trade throughout the
country.” But this resolution declared that “co-operative trade and state
trade are not in a position to cope satisfactorily with the growth in busi-
ness, so that a considerable place is open to the private trader.”{

PresenT STANDING OF PRIVATE TRADE

With these resclutions the Government inaugurated the Newer
Commercial Policy. Under this régime attempts are still made to
drive private capital out of the wholesale market. But the Soviet
authorities seem to realize now that at least for the present it is quite
impossible to carry on without the private middleman.

The part of private capital in the total trade turnover of the coun-
try for the past three economic years was as follows:*

Total turnover

of commercial and

Tumover of

industrial Tarnover of private capital
undertakings** private capital to total tumover
Year in million rubles in milion rubles in per cent
1922-23 77190 33922 439%
1923-24 13,832.5 49652 359%
1924-25 21,4000 5,200.0 24.3%

The tumover of private capital in trade increased 53 per cent in the
three years, 1922-25; but that of State-owned and co-operative trading
went up almeost 400 per cent. The share of private capital in the whole-
sale trade has gone down from 21.4 per cent in 1923-24 to 11.9 per cent
in 192425 and in the retail trade from 57.7 per cent in 1923-24 to 44.3
per cent in 1924-25. :

But only one year after it was decided to break the back of pri-
vate traders, private commerce was again granted a freer hand, and the
latest legislation reveals that the trade policy of the Soviet Union, insofar
as the middleman is concerned, is steadily edging over to that freedom
of trade which is practised by the Western nations.

¥international Labor Office: Op. cit, p. 354.
*From Report of the Torg-Prom {Industrisi Bank) for the year 1924.25, page 80.

**Exclusive of volume of ® + cted with the realiration of fcal
ducts and of peasant exchanges, of agricultural pro-
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CHartEr X

AGRICULTURE, THE PEASANT AND THE STATE

USSIA under Communism like Russia under Czarism is pre-
dominiantly an agricultural country. Next to the United States
the empire before the war was the world’s greatest producer of

cereals and if maize be left out of account it was easily first. Of the
toftall. fp(}p»l.il:a'ciﬂn, almost six-sevenths are rural and agricultural in mode
of life,

The Revolution was industrial in leadership but its result was not to
change this proportion between country and city but rather to upset the
old system of land tenure, breaking up the great estates into peasant-
holdings. The effort of the Bolshevik government upon assuming power
was to nationalize the land, but its consequence was to accentuate in-
dividualism in rural life. This reconstructed rural economy will be a
great factor in the world’s food markets of the future,

AGRICULTURE IN Pre-War Russia

The main features of Russian agriculture prior to 1914 were: the
enormous area under cereal crops; its low yield per unit of area due
to the fact that cultivation was carried on with comparatively primitive
implements and with few means of economizing labor; a land system
which rendered technical improvement exceedingly slow. Russia’s ex-
port was practically confined to wheat and barley, whereas her rye and
vats were almost entirely retained at home, the former for human and
the latter for cattle food.* But “it was the generally accepted opinion,
both of Russian economists and of foreign students, that Russia was
exporting more than the economic situation within the country war-
ranted. . . . . The agricultural output in Russia in 1913 (an ordi-
nary year) amounted to only $24.17 per capita. Of this amount about
12 per cent was exported, leaving a per capita consumption of approxi-
mately $21. Larger exports were out of the question.”**

The effect of the war was to cause some reduction of the area
under cultivation. Moreover, by the end of 1916 Russia was already
suffering from a shortage of artificial fertilizers and a still greater
lack of agricultural machinery. The disorganization resulting from
the war was greatly increased after the revolutions of March and
November, 1917,

RUSSIAN AGRICULTURE AND THE REVOLUTION

From 1918-1920 Russia was again involved in war and in civil war.
But apart from the civil war, the confiscation and requisition policy

*League of Mations: Repert on eseonomic conditions in Russia, with special geference ta (ke
famine of 1921.32 and the state of sgricultare, 1522,
**Pagvoliky and Mouiton: Russian Debis and Russian Reconstruction, pp. 102-£03,
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contributed much to the decline in agricultural production. To ths
must be added the decrease in population, particularly in the grain-
growing regions, The entire area vnder cultivation In the boundaries
of the Socialist Soviet Republics had fallen from 236,000,000 acres in
1916 to 153,360,000 acres m 1920, and fell agam n 1921 to 132,300,000
acres.t

In 1920-21 Russia experienced the worst famine of the last thirty
years. Thirteen million peasants could not get enough grain for seed,
and that is to say that 13,000,000 peasants were absolutely destitute.
Twenty-seven provinces, that is, nearly half of Russia, were in the grip
of the famine.

Following the introduction of the New Economic Policy, which re-
stored to the peasants the ordinary incentive of the market, it became
possible for holdings which could not be farmed adequately, owing to
shortage of labor, implements and catile, to be leased to others who
were better sbie to farm the land effectively. The prohibition of the
“exploitation” of labor was also given up and the agrarian code per-
mitted the use of hired labor.

RESTORATION OF AGRICULTURE

Under the new policy there came an immediate revival of agriculture,
and in 1925 the area under cultivation in the present territory of the
Soviet Union, exclusive of Turkestan and Transcancasia, was 225,000,000
acres as against 236,000,000 acres in 1916.%

The figures of the Russian Central Statistical Bureau, as reported
by the United States Department of Agriculture and given on page 59
indicate that the total area of the leading crops growm in Russia
(wheat, barley, rye, oats, corn, potatoes, flax, hemp, cotton and sugar
beets) is estimated for 1925 at 183,171,000 acres, which is 73,978,000,
or 68 per cent, more than the area planted to these crops in the low
year of 1922, but is still 38,187,000 acres, or 17 per cent, below the
1909-13 average.

%eztandbarlcy,the-mostimpormnto{themlmonmmstﬂi
considerably below the 1909-13 average, while rye and potatoes, staple food
crops of the peasants, show an increase. The industrial crops such as flax,

bemp, cotton and sugar beets showed a great decrease in area during the years
of the war and revolation. During the last three years, however, they have

increased steadily in importance and have either nearly reached the pre-war
average or, as in the case of flaxsoed, hempseed and fiber, cousiderably sure
passed it The total arca devoted to the indostrial crops is snmll compared to
the grains or potatoes, so changes in the production of these crops can have
had little effect on the production of food and feed crops for Russia as a
whole, although the local effect may bave been marked ™

tLeague of Nations, Op. cit, p. 3 and Economischeshoye Dboareniye, Decomber, 1925, p. 277,
*Economickezkoye Obozrerniye, Deccmber, 1925, - 277,
**United Siztes Agricmitere Department: Foreign Crope sod Markess, April 26, 1926,
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PropucrioN

From the table printed on page 59 we can gather that the revised
Soviet estimate of the 1925 wheat productien is 635,000,000 bushels or
16 per cent below the 1909-13 pre-war average. This production is
more than three times as large as the 1921 or 1922 crops. Barley, which
is also one of the principal crops grown for export, shows a total
production of 263,000,000 bushels, which is 88,000,000 bushels more
than in 1924, but 155,000,000 bushels below the pre-war average, The
production of oats, although showing a steady improvement since the
small crops of 1921 and 1922, is still 29 per cent below the pre-war
level, the 1925 estimate being 660,000,000 bushels, On the contrary, the
crops such as rye and potatoes which are largely used for home con-
sumption and which form the main supply of food of the peasants, show
a decided gain. The estimate of rye production is 776,000,000 bushels,
or 4 per cent above the pre-war average. Potatoes show a still more
noticeable growth, the-1925 estimate being 1,127,017,000 bushels or 52
‘per cent more than in 1902-13. This is in spite of the fact that Russia
lost what was formerly some of her important potato area and which
is now included in the new republics of Esthonia, Latvia, Lithuania
and Poland. Corn growing shows a steady gain for the last four
years. The 1925 production of 179,000,000 bushels was over three
times as large as the pre-war average.

The industrial crops are showing a steady increase in acreage and
production. The production of flaxseed totaled 24,288,000 bushels for
1925, which is 27.9 per cent above the 1909-13 average. Flax fiber,
on the contrary, amounted to 578,000,000 pounds, or 30 per cent below
the pre-war average. Both hemp sced and fiber show a decided in-
crease, the 1925 production of seed being estimated at 28,121,000
bushels, 60 per cent over the 1909-13 average, and the 1925 hemp fiber
crop at 992,738,000 pounds, or an increase of 54 per cent. The cotton
crop for 1925 is estimated at 853,000 bales, or nearly double that of
1924, but stil] 100,000 bales short of the pre-war average. The produc-
tion of beet sugar, which had declined from 1,557,000 tons, the pre-war
average, to only 55,000 tons in 1921, also shows a decided comeback for
1925, totaling 1,025,000 tons.*

LvEsTOoCK

The following table on the number of livestock from 1916 to the
end of the fiscal year 1925** indicates that cattle and hogs are more
numerous now than in 1916, Horses and hogs appear to be the only
types of livestock that have not yet reached or passed the 1916 level.

Year Horses Cattle Sheep and Goats Hogs
1816 ... - 31,400,000 59,4(:0,009 £4,500,000 19,500,000
1924 ... 23,854,200 51,420,300 78,439,600 17,671,400

1925 ... 25,121,200 53,779,300 87,767 600 17,230,400

*U, S. Agricaitural Department, Foreign Crepa snd Markets, April 26, 1926,
ssCommercial Handbook of the U. S. § R, 1926, p. 12,
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The latest report of the People’s Commissariat for Agriculture®
places the gross grain crop for 1925-26 at 3,870,000,000 pocds as
against 2,800,000,000 poods in the bad year 1924.

TABLE VIIT .
RussiaN PosT-waR AGRICULTURAL PRODUCTION

_ Acreage and production of principal crops, average 1909-1913,
annual 1921 to 1925

ACREAGE®
1909- 1925
3913 1921 1922 1923 1924 Preliminary Revised
Crop a Estimate Estimate
1,000 1,000 1,000 1,008 1,000 1,330 1,000
acres acres acres acres acres acre acres
Wheat .—— 74,200 b 38,313 b 22,240 b 34,034 45,014 b 47,089
Rye ... #1913 b 47,929 b 45,259 b 62,591 65,533 b 65,761
BarleY wwn— £5,193 b 15,715 b 7,904 & 15,332 16,966 b 13,265
Cas 41,256 b 24,114 b 17,854 b 25,600 28,932 b 28,735
Corn e 3,245 3,166 5,408 4,171 5,037 7,774
Potatoes .. 7,209 b 6170 b 6349 5 5,371 10,433 b 11,126
Flazg woooeee 316§ 1972 2,160 2,318 2,864 '§77
Hemp 1,493 1,312 1,444 1,446 1,775 2,059
Cotton .. 1,160 266 140 397 1,196 1.617
Sugar beeta . 1,484 287 435 611 866 1,168
FRODUCTION
1,800 1,600 1,060 1,000 1,000 1,800 1,080
Sashels bushels bushets bushels bushels bushels buskels
T Wheat 738,941 b171,684 b202,368 b326,685 381,726 661,130 635,000
RYE e 743,519 b345.423  h480,625 1734337 679,068  cBID.40 776,000
Barley 418030 bI00826  bIIS4I}  b2iL,733 174,765 274,716 263,300
Datx 824,918 H30£,4691 b347,167 b5i16,317 509,056 <704,731 660,000
Corm . 52,185 45,573 81,188 85.594 34,300 176,461 179,000
Potatoes ... 744,190 ‘b668,801 b718,493 B1,208,260 1,107 937 1,127,017
Fiaxseed . 18,984 2,751 11,044 13,349 16,523 288
Hempseed _. 17.585 18,929 14,704 16,875 18,563 28,121
1,000 1,000 1,000 1,000 1,800 1,000 1,000

pounds pounds pounds pounds pounds pounds pounds
Flax fiber .. B22,369 631,023 703,819 513,925 625,225 578,060
Hemp fher . 646,401 473,317 641,327 250,445 678,576 992,738

1,008 1,000 1,088 1,000 1,000 1,800 1,008

bales bales bales bales bales bales bales
(o5, — 953 d 43 55 188 e 453 e 853

1,000 1,000 1,008 1,000 1,000 1,090 1048

short short short short skort short short

tons tons tons fons tons tons tons
Beet augar . 1,557 55 2 415 455 948 1029

2. Estimates based on pre-war officisl figures showing the appreximate screage and production
of the varigus crops within present boundaries. b, Does not include Transcaucasiz and Turkestan
for which fignres are not available. c. Does not include Tr i, o. Unoficial e, Turkes
tan, Transcaucasia, Khiva and Bokhara.

*Preliminary estimates for wheat, rye, barley, ocats, potatoes, sugar-beets, hemp zres and
Bber are as of July 1S. Sce Foreign Crops emd Markets, United States Agriculture Depart-
ment, April 26, 1926,

Russian agriculture represents the bulk of the wealth of the country,
‘and the fundamental problem of the Soviet Government is to increase
production well above the pre-war ftotal, for the peasant is demanding
today a higher standard than before the war,

A few days after the Bolsheviks came into power they issued a
decree for the nationalization of the land, and on February 19th this
policy was embodied in an act.

*Russisan Review, Janpary 15, 1926, p. 2%
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TEE PEASANT AND THE STATE

The three outstanding results of the agrarian revolution ushered in
by this policy are the large increase in the number of peasant land-
holders, the prevalence of small holdings and the individualistic tendency
in the development of agriculture. :

The proportion of all the suitable land of the European portion of
Russia, with the exception of the Ukraine, which the peasants held in
pre-war times, amounted to 76 per cent; in the Ukraine they held 55
per cent. After the October Revolution in 1917, the peasants have been
holding from 97 to 99 per cent of the land in the European part of the
Soviet Union, and in the Ukraine 96 per cent. Only about 3 or 4 per
cent has remained in the possession of the State, such as Soviet estates,
lands assigned to factories and workers” organizations, etc.*

But while the Russian peasant, as a result of the November revo-
lution, has come inte possession of the land formerly in the hands of
the noble estate holders, and while he is no longer under obligation to
render service in kind or share his crop from the land leased from the
noble landlord, ke is still under a disadvantage as a result of the Gov-
ernment’s “price policy”. He sells his wheat to the Government at a
low price and has to pay a high price for manufactured goods.

Prof. L. N. Yurovsky in a recent study** estimates that on the
basis of prices which the Government paid the peasant for rye and the
prices which the peasant had to pay tc a private village retail merchant
for industrial products, during the latter part of 1925, the peasant had
{o part with the following amounts of rye in exchange for some lead-
ing commodities:

Rye Frouz
(In terms of Russian funts)t
1925
Commodities July Sept. Nov,
Shoes ... 472 771 945
Calico (per arshin) . 11 17 32
Waolen cloth (per arshin) 168 226 395
Linen {per arshin) - 29 39 71
Kerosene (per Russian funt) .. 18 25 3.1
Soap 68 9.5 113

This table aiso shows that notwithstanding the rise of the level of
agricultural prices the disadvantage of the peasants in the home market
has increased substantially, Thus for a pair of shoes the peasant
had to give 7.5 bushels of rye in July, 1925, and 152 bushels in
November of the same year. In the matter of calicos and cloth the

*Soviet Union Year-Book, 1925, p. 70.
s+, N. Yurovsky: “Our Economic Cenditions znd the Immediate Tasks of Our Economic
Policy,” in Festssk Finonsop, March, 1926, p. 20, . :

140 fuuis equal one pood or 36 pounds. 1 avshin cquals 2.3 feet.
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difference was even more unfavorable. At present {July, 1926) the
disadvantage to the peasant has become greater, since the prices of
industrial products have gone up higher than those of agricultural
products,

Grain Exrort

It was originally estimated that the market supply of grain in 1925-26
would amount to 780,000,000 poods. But early in 1926 it became manifest
that the peasant was unwilling to sell his new crop. Owing to this
disposition to hoard the grain, the original estimate was revised
downward to 600,000,000 poods.

Premier Rykof, addressing on March 3, 1926, the Leningrad
Soviet, reported* that from September 1, 1925, up to the end of
February, 1926, the State had bought up 370,000,000 poods of grain,
both for home consumption and for export, whereas the official
program provided for State purchase of 425,000,000 for that period.
Rykof further stated that for the last six months the Government had
gathered from the peasants 180,000000 poods (about 3 million tons)
Iess pgrain than expected. But it was reported that at the end of the
crop year the government succeeded in gathering from the peasant
582,000,000 poods of grain, which means 18,000,000 poods short of the
revised estimate ¥*

While there has heen a large increase in the number of peasant
land holders, by far the larger portion of the grain produced for the
market is being held by a relatively small class of the better situated
peasants.

Shortly before the Fourteenth Congress of the Communist Party
of the Soviet Union held in December, 1925, a minority sectton of
the Party, headed by Zinovief, Kamenef, and Krupskaya (Lenin’s
widow) carried on a campaign against the New Economic Policy and
its supporters and argued that the time had come to curb abuses
which had arisen under it and to introduce legislation directed against
the so-called Kulaks, the well-to-do peasantry.

To support its statements, this minority section of the Com-
munist Party published figurest based on the wheat and fodder
balance sheet produced in June, 1925, by the Central Statistical De-
partment—central statistical organ of the Government—which testi-
fied to the tremendous pauperization of the masses. According to these
figures the well-to-do peasants, constituting from 8 to 12 per cent of the
rural population, owned 61 per cent of the surplus wheat (production
for the market), the poor had none, while the middle class peasants had
the remaining 39 per cent. In December, 1925, the Central Statistical
Department no longer gave 61 per cent as the figure, but 42 per cent.

**Isvestiya” (e official ot of The Central Exacutive Comnitt: f the Soviet i
March 19, {szs.m i e e o Uniemy,

*&Trade and Industry Garette,” {Moscow}, Auogust 14, 1926,
{Mentioned by Stalin at the December, 1525 Party Congress, Pravda, December 22, 1925,
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But no matter what the exact percentage of the surplus wheat
held by the Kulaks may be, the Government is forced to take into
account the fact that the peasants have in their hands the production
for the market, and that if they refuse to part with the wheatl
the State cannot buy manufactures from abroad. This was illustrated
in the following speech by Kamenef at this Congress:

“In our operations with the wheat {(from the last harvest} received from
the peasants, our aim was to give an impetus to the development of Socialist
clements, We intended to devote more than z billion of new capital to fresh
constriction and necessary equipment, and thus further industry in the towns,
which should kelp us to reorganize small bourgeocis economy. We now find
ourselves in a position which makes ns doubtful of the possibility of mobiliz-
ing not 1,100,000,000 as was assumed at first, not 900,000,000 as was assumed
later, not 800,000,000 as is assumed now; we do not know if we can mobilize
even 700,000,000 for this purpose. Why? . . . This year we tried to control
the resuits of the good harvest we had, What happened? It was not we
wh?# ‘regulated’ the muzhik this year, but the little muzhik who controlied
us." )

SvMMarY

The problem facing the Government at present in its agricultural
policy is to secure further long term credits so that in course of time
it will be able to provide the peasant with a larger quantity of goods at
lower prices in exchange for his food products.

*Pravdn, December 29, 1925,
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CaAPTER X1

'RESTORATION AND DEVELOPMENT OF RAIL SYSTEM

HE largest trunk lines of the United States span only two-thirds

- of a continent, those of Canada span its full breadth but that

of Russia spans two continents. Russia has extensive canal

and river transit, as the Volga boat song bears witness, but with so

great a land empire, agriculturat and industrial revival hinge on rail-

way transportation; and so in turn does foreign trade which must

comprehend not alone sea transpert hut shipments from the ports to

the interior. And the restoration and development of railway trans-

portation in Russia hinge in turn on the ability of the Soviet Gov-
ernment to secure further credits.

RuiN oF Raizways

Cn the eve of the World War, Russia’s network of railways was
not only feebly developed, but also badly equipped for efficient ser-
-vice. The war put upon the railways an added strain, and as it went
on there was an acute deterioration of the service, accompanied by
serious breakdowns. To this should be added the revolutionary
period, the civil war accompanied by great destruction of railways,
and the acute shortage of materials and fuel which threatened teo
paralyze the entire railway system. In 1913 the valuation of all Russia’s
railways was estimated at 7,600,000,000 gold rubles, and in May 1913,
the Commissariat for Transport gave the present capital of all railways
as 5,200,000,000 pre-war rubles. According to a Soviet source the

restoration of the system, even to the low pre-war level, would necessitate
1,338,000,000 rubles *

The extent of destruction and damage suffered by the roads has
been estimated by Soviet authorities™* as follows: About 54,000 versts}
of railway fell within the sphere of war and only a center zone, with
a2 network of about 16,000 versts, escaped wholesale destruction:
3,672 bridges, totalling about 37,000 sazhens, were wrecked; 1,700
versts of railway were destroyed; 1,500 depots were wrecked; about
980 water supply stations were destroyed; about 80,000 versts of
telegraph lines were damaged; about 11,000 telephone instruments,
and about 4,300 telegraph instruments were destroyed or carried off.
About 5,000 public buildings, covering an area of over 170,000 square
sazhens,f were destroyed.

RECcONSTRUCTION oF RAILwavys

In 1921 the work of restoring the transport system began. But
only since 1923 has there been extensive improvement. Many bridges

*Aus der Volkswirtschaft der U, 8. S. R, January, 1926, p. 35.
**L'Ugnion Sovietique et Iz France {Moscow), 1925, pp. 124.127.
$One wenst zquals sbont two-thirde of a mile. Onpe sazhen equsls seven fest.
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have been restored, rails relaid and rolling stock more or less put
in working order. The railways of the Far East, which were in a
particularly bad state and only came into possession of the Soviet
Government in 1923, have not yet been restored. Aside from ques-
tions of administration, the speed of restoration is regulated by the
amount of materials and equipment the Government is able to obtain
from abroad on 2 long term credit basis,

The following, computed from official sources,* throws light on
the slow progress as yet achieved toward the reconstruction of the
railway service mileage. The operated mileage has remained all but
stationary in the last year.

Mifes——u ——Mileg—v—m

i 1923-24 1924-25 1923-24 192425
First quarter 45,147 45,707 ‘Third quarter 45,393 45,751
Second quarter 45,388 45734 Fourth quarter 45415 45,755

At present, however, there are under construction over 6,500 miles
of new lines. For the current fiscal year (1925-1926) it is proposed
to build about 1,000 miles of new line and to finish 2,300 miles already
under construction.

It is, however, in connection with the locomotives and rolling
stock that the greatest amount of repairs and replacement are neces-
sary. The following table* shows the number of locomotives, as well
as the percentage of locomotives in good condition:

Average per day Total number of Percentage in
1923-24 locomotives good condition
First quarter ............ 21,149 45.8
Second guarter .......... 20,248 443
Third quarter ........... 20,247 4.7
Fourth quarter .......... 20,276 44.8
1924-25
First quarter1 ............ 20,283 458
Second guarter .......... 20,337 469
Third quarter ........... 20,254 48.5
Fourth guarter .......... 20,204 488

A fair measure of a country’s economic situation is the freight
and passenger movement. According to official statistics** the daily
loadings of cars averaged 30,500 for 1913; for the operating year
1921-22 only 10942; for 1922-23, 11,603; for 1923-24, 13,523; and for
the operating year ended September, 1925, 20,000. The total work of

*Reprinted in Journal of Commerce, Mareh 5, 1926, .
=#jgvestio, Lacember 16, 1925 (Reports of F. E. Drerjinsky to the XIV Moscow Parly
Lenterence).
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railroad freigﬁt transport in 1921-22 amounted to 22 per cent of the
velume in 1913; in 1922-23 the ratic was 3O per cent; in 1923-24 it
rose to 46 per cent; and in 1924-25 to 65 per cent.*

"~ The following table®* throws light on the number of freight cars,
as well as the percentage in good condition:

Average per day Number of Percentage in
1923-24 freight cars good condition
First quarter ............ 431,200 711
Second quarter .......... 429,900 704
Third quarter ........... 435,500 67.3
Fourth quarter .......... 442900 &7.0
1924-25
First quarter .....cc..... 442 900 719
Second quarter .......... 443 600 729
Third quarter ........... 447,000 743
Fourth quarter .......... 446,700 767

The passenger cars are in a much worse state,. No more thaa
13,000 out of the total of 25,300 are in working order,

The budget of the People’s Commissariat for Transport shows a
substantial increase. The gross fecezpts and expenditures for 1923-24
and 1924-25 were as follows:

Year £ross Receipts Expenditures
192324 .. ... 685,352,000 704,439,000
192425 ... ...... 922,936,000 834,172,000

*Aus der Volkewirtachaft der U, 5. 8. K., January, 1925, p. 34
**Journal of Commaerce, March 5, 1926,
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CurartER XII

BACK TO THE GOLD RUBLE

THE American bank or business house which has dealings with
Soviet Russia encounters today a market where the currency
is on a gold basis, issued by the State Bank and by the govern-
ment which operates under 2 balanced budget system. The replacement
of the paper ruble with the Tchervonets (worth ten gold rubles, or
approximately five American dollars) the establishment of the new State
Bank and balanced budgets are milestones reached since the situation in
1920, when the fiscal machinery of the State suspended operations.

RussiaN CurrenCY BEFoRE THE REVOLUTION

Again we must go back to the situation before the war. Since
1897 Czarist Russia had based its currency upon the gold ruble,
equivalent to 51.455 cents of American money., Paper money was
issued under more rigorous restrictions than elsewhere, The author-
ized maximum fduciary issue was fixed at 600,000,000 rubles, and
of this amount one-half had to be covered by gold. Issues in excess
of 600,000,000 rubles had to be wholly covered by gold. The Imperial
Bank had the right of emission, without reference to gold reserves,
within the legal limit of 300,000,000 rubles.

This system, however, as elsewhere, gave way to the exigencies
of war and the maximum limit of uncovered note issue was raised
from 300,000,000 to 1,500,000,000 rubles. Prior to March, 1917, the
limit was raised five times to a total of 6,500,000,000 rables, whiie
under the Provisional Revolutionary Government until its overthrow
by the Bolsheviks in November, 1917, this limit was raised five times
more fo a maximum of 16,500,000,000 rubles.* The growing deficit
in the budget was covered partly by this means and partly by borrow-
ing abroad., By 1917 nearly three-quarters of the budget deficit was
covered by note issues. The usual results of inflation followed, the
ruble began its rapid decline and the rizse in prices kept pace with
this inflation.

MiLitazy CoMMUNISM AND FINANCE

In November, 1917, the amount of outstanding notes had risen to
nearly 19,000,000,000 rubles, and on November 1, 1917, the retail
price index was 1,020, compared with 315 on March 1 of the same
year, Thus on the eve of the November coup the purchasing power
of the ruble had declined to about one-tenth of the pre-war level,

searchi sty f the Russian corren and foancial situation was prepared by
M:.A M. L. b ?’uoa cti of Vol. 2, Sc?ui 9, “Europezn Currency snd Fineace" for
use of the gmaw Commission of Gold and Silver Inquiry pursuant to Senate Resolntion 469,
£7th Coagress, 4th Session. The study was szlso reprinted in Aocepiomce Bulictin of August
31, September 30 and_ October 31, 1925. See aido the cxcellent book by FPasveisky znd
Moulten on “Russian Debts snd Russisn’ Reconstructien”, and L. N, Yurovaky's “Curremcy
Problems snd Policy of the Soviet Union.”
€M, L. Jacobeon in Senate Document on “Europesn Currency snd Finance,” (1925}, Serial 9,
VoL Il p. 189.
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During the three-year period following the November revolution,
marked by foreign wars, civil war and “military communism,” cur-
rency inflation assumed increasingly large proportions, and by the

. summer of 1921 the purchasing power of the ruble had declined to one
seventy-thousandth, or one eighty-thousandth of that in 1913.F

Under “military communism” money was not to play any part'in
the economic system, and the Soviet leaders came to the conclusion
that the best means to achieve this end would be to let it depreciate
itself out of existence. The Government adopted the principle of
gratuitous distribution. Ia October, 1920, it was proposed to abolish
cash payments by state and public service institutions, and as a
result of this the fiscal machinery suspended operation,

MiLiTary CoMuMUNISM AND REVENUES

According to “official estimates, the revenue derived from
monetary taxation in the Budget of 1918, as computed from the
index figures of commodity prices, amounted to 153,200,000 gold
rubles; in 1919 to 10,200,000 rubles; and in 1920 to 200,000 rubles,”*
The actual receipts were even smaller. The money required for war
operations and for maintaining the various organs of the Soviet state
were raised from the grain levies, the confiscation of stocks and
reserves of raw material, the gold reserves of the former State Bank
(over 1,000,000,000 rubles} and requisitions from the agricultural
population. “The pgreater part of these stocks and reserves were
used up during the period of the civil war, and the period immediately
following.”** The large volume of issues of paper money (from
November, 1917, to the middle of 1921 the nominal amount of out-
standing paper currency increased from 22,446,000,000 rubles to
2,346,139,000,000 rubles, 1.e.,, more than one hundred fold) merely sup-
plemented the deficient revenues of the Soviet Government,

During this period the Russian budget derived the bulk of its
revenues from the taxes in kind exacted from the peasantry. These
taxes, exclusive of the requisitions for the support of the army, which
at the height of the civil war was 5,000,000 strong, amounted in
money equivalent to 127,000,000 of pre-war rubles in 1918-1919; to
253,000,000 pre-war rubles in 1919-1920; and to about 500,000,000 pre-
war rubles in 1920-1521.%*

REsTORATION oF CURRENCY AS MEDIUM oF EXCHANGE

In March, 1921, the New Economic Policy was started and money
regained somewhat its old importance as a general instrument of
exchange. The first attempt to restore a normal financial system was

tProf. L. N. Yurow in Seaate D " % »
Serial 9, Vol, I, p. 453. ste Document on “Earopean Currency snd Fimsnce”, (1925,

*¥Yurovski, L. N, "Curreucy Froblema and Policy of the Soviet Unies”, London, ¢192%), p. 232,
**Tacobson, M. L., Op. cit, p. 195,
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made at the close of 1921, The All-Russian Congress of Soviets
directed the Commissariat of Finance to use its utmost efforts in
effecting the restoration of a normal currency system based upon
gold. During the second half of 1921, money taxes were reintroduced.
But public revenues, with the exception of food taxes, which con-
tinued to be collected in kind almost to the end of 1923, were quite
insignificant,

CreaTION oF NEW STATE Bank

In November, 1921, a new State Bank was opened, and the capital
was furnished by the State Treasury., But “in the beginning of
1922, nine-tenths of the States” monefory expenditures (we italicize
‘monetary’, since in those days a2 good many elements of moneyless
economy still continued in the finances of Soviet Russia) were stiil
covered by means of issues of paper money.”t The rapid increase
of the monetary expenditures of the Government and the crop failure
of 1921-22 brought on an extraordinary growth of inflation duriog
the first period of “NEP.” 'The “stable” budget for nine months of
1922 had to be three times revised, for prices started on an un-
precedentedly rapid rise, increasing meore than twenty-fold during
the first six months of 1922,

“According to estimates, the gold or pre-war value of the 223,244,000,000
paper rubles issued in June, 1921, did not exceed 3,100,000, while the aggregate
pre-war value of the 15370238000,000 rubles of paper money issued during
that entire year was not quite 150,000,000 rubles. In 1922, according to official
calculation, the total revenue from issue operations (in terms of pre-was
rubles) was 344,500,000 rubles, or about 60 per cent of 2 total of 570,200,000
rubles of money revenue for the year, and while money revenues from taxes
and government undertakings were visibly increasing, it was evident that for
some time to come the revenne From fnote issues would continue to fignre
quite prominently in the Russian state budget™

CureeNcy REForM

The entire economic life of the country suffered intolerably from
this collapse of the currency and economic and financial considera-
tions called for stable money. The reconstruction of the monetary
system on & stable basis passed through two stages: First, the issue
of secured “Tchervonets” bank notes by the new State Bank “pre-
serving at the same time the Soviet paper money as unstable cur-
rency, the issue of which for some time to come should continue as
a source of covering the budget deficits.”{ Between the new money
unit and the paper ruble the law did not fix any ratio, but the law
(promulgated on October 11, 1922) did establish a ratio between the
pew unit and the pre-war gold ruble. A Tchervonets** was decreed
equivalent to a quantity of gold contained in 10 pre-war rubles,

$Prof. L. N. Yurovsky in Senate Document, Serial 9, Vol I, {1925}, p. 255.
*Jacobson, op. wit, p. 200,
1¥Prof. L. N. Yarowsky, op. cit,, p. 256-257.
*+Tchernovets, singular form; Tchervontsy, plural
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With the rapid depreciation of the Soviet paper ruble the peasantry
refused any longer to take this money in exchange for the currency
and this brought the second stage—the final liguidation of the paper
ruble and its replacement with the Tchervonets during the early
part of 1924,

THE STATE BANK

The new State Bank opened for operation on November 16, 1921,
During the early period of its existence its efforts were directed
toward the restoration of the normal banking and eredit machinery.
Provincial branches and offices were opened, and at present more
than 450 such branches are in operation. Business relations were also
entered into at an early date with the leading banks in the principal
Europezn and American centers. According to a circular of the Russian
State Bank, the following important New York banks are the chief cor-
respondents of the Soviet banking system: the Chase National Bank, the
Equitable Trust Company of New York, International Acceptance Bank,
Inc., and the J. Henry Schroder Banking Corporation. The State Bank
has been also instrumental in developing remittance operations with for-
eign countries. The State Bank as at present constituted acts primarily
not as a bank of banks, but as a bank of short term industrial and
commercial credit, dividing the field with other banks, partly its own
creatures, especially organized to serve the credit needs of Russian
State trade and industry.*

On October 11, 1922, the bank received the right of note issue in
terms of the new currency unit, the Tchervonets. The table reprinted
on page 70 gives the growth of issue operations of the State Bank
and the composition of the note cover during the past four years.

By December 1, 1925, the State Bank had accumulated 2 reserve
of 18,265,000 Tchervontsy in gold, 3,374,000 Tchervontsy in platinum
and 4,258,000 Tchervontsy in foreign exchange, or a total “hard™ note
cover {or reserve) of 26,497,000 Tchervontsy., Against this reserve
there were outstanding a total of 78,650,000 Tchervontsy bank notes.
The ratio of “hard” cover {note reserve) to notes outstanding was thus
33.7 per cent.

From December 1, 1925, to May 1, 1926, the Bank lost 3,608,000
‘Tchervontsy in gold and 334,000 Tchervontsy in platinum, while its
foreign exchange reserve increased by 140,000 Tchervontsy. The
net decrease of the Bank’s “hard” note cover for the five months
was 3,802,000 Tchervontsy. During the same period the Bank’s out-
standing note issue decreased by 5,187,000 Tchervontsy. The per-
centage of “hard” cover of the notes shows, therefore, for the same
period a decrease from 33.7 to 30.9 per cent. On September 1, 1926,
the reserve ratic was slightly over 30 per cent. The minimum per-
centage of note cover required by the law is 23 per cent.

In April, 1926, while the State Bank officially quoted the
Tchervonets on a par with gold, open market quotations were at a

*Tournal of Commerce,” Yan. 8, 1826,
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discount of 10 to 25 per cent.* The reduction in the amount of circula-
tion effected during the spring of 1926, particularly the reduction by
almost 8 per cent in the amount of outstanding bank notes, was ac-
companied by a decline in the open marked discount of the Tchervonets
to about 5 per cent in the beginning of May, 1926,

TABLE IX

GrowTH oF IssvE OPERATIONS oF STATE BANK AND COMPOSITION OF
Nore Cover, 1922-26%

In thousands of Tchervontsy Ggioéf 10 gold rubles) equal to $5.145 each

coin . Platinum Foreign

and huilion bullion exchange

Nov. 28,1922 e 407 108
July 1, 1923 4959 63* 291
Dec, 1, 1923 8741 90* 4677
July 1, 1924 9,269 854 10,007
Dec. 1, 1924 13,140 1,298 10,139
July 1, 1925 16,808 2,370 4,894
Dec. 1, 1925 18,265 3,374 4858
March 1, 1926 . .. 15335 3,384 4,981
April 1, 1926 . 14,751 3,035 5043
May 1, 1926 14,657 3,040 4,998
Sept. 1, 1926 . 14,827 3,056 5,052

Eills of Total assets Notes transferred
. exchange} and liabilities to Banking Dept.

Nov. 28, 1922 515 200
July 1, 1923 5,448 10,761 9,600
Dec. 1, 1923 13,453 - 26,961 26,776
July 1, 1924 20,120 40,250 38,750
Dec. 1, 1924 34,109 58,686 57,719
July 1, 1925 43,077 67,250 66,466
Dee. 1, 1925 52,503 79,000 78,650
March 1, 1926 e —— 54,300 78,000 75,892
April 1,1926 . 55171 78,000 72,400
May 1, 1926 55,305 78,000 73463
Sept. 1, 1526 59,979 83,000 75,162

$From official figures issued monthly by the Soviet State Bank. Data from November,
1922, to December, 1925, reprinted in “Tournal of Commerce,” Fanuary 8, 1926.

*Silver bullion.

*¥Incloding 111,000 tchervontey of silver bullion,

$Including drafts in foreign currencies and advances on merchandise,

The official figures of the State Bank printed on page 71 indicate
the increasing strain to which the Bank is subjected by the mounting
cradit demands of industry. The regular commercial loans between Jul
1, 1925, and July 1, 1926, show a two-thirds increase, that is, from 56.
to 94.5 million Tchervontsy. This does not include an increase for the
year of 148,000,000 Tchervontsy in “other loans and discounts.”

*Mancow cable in New York Times, April 14, 1826,
£Y
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TABLE X

CONDITION OF TEE STATE Baxx oF THE UNI1oN OF THE
Sovier SociarisT REPUBLICS, 1923-192€%
ASSETS
{In thousands of Tchervontsy of $5.145 each)
Oct, 1723 Oct. 1°24 July 125 Oct 125 JYuly 136

Cash in vault and in transit.... 2,052 6,224 9,447 9872 7352
Precious metals and  foreign

currency 15,852 30,884 22,160 29807 24,118
Securities and commodities ... 2,550 5,083 £,181 8723 6,706
Discounted bills e . 12436 27,984 56655 74059 94470
Special productive credits. 17466 23357 21180
Advances on goods..... 17,1067 25,110 15965 20562 19,198
Other loans and discounts 3,299 5325 1813s

Grain operations account__.__ 12,763 18,663 11266 27215 16144
Loans a‘c finance commissariat — — 2195 21,167 256605
Correspondents : 327 327 442
Due from branches and offices 17,506 36,677 96563 = _ W=
All other assets evevr—ee. 3,389 10,764 9,640 6938 17211

Total assets oo 83,655 161,389 276,167 227372 251,561

LIABILITIES

Qct. 3-°23 Oct. 1924 July 1725 Oct. 125 July 1726
Capital 5,000 10,000 10,0600 10000 10,000
Surplus 790 790 1 1,500

500
Notes in circulation.... — 23,500 52,185 66,466 75664 72663
Special funds for lomg-term
loans to industry, a/¢ commis-

sariat of fAnance..... — 10900 15012 22183 21,126 26648
Current account and other

deposits :
{a) Due to Commissariat of

Finance .. - .. 17,888 36,120 24,249 523512 64,845

{b) Other deposiis 29,654 42632 39,785
Drafts and transfers unpaid...__ 1,082 1,197 206 809 377
Grain operations accotint . 1,162 365 159
Correspondents 177 307 936
Due to branches and offices . 17,117 36,495 181,150 1,788%F ] OZ3%%
Interest, commission and other

earnings 84 248 2,190 865 14,728
Profit and lossee . 158 2.851 1,560 7214 2,714
All other liabilitieso o .. 6,335 5480 9,288 12,580 15,283

Total liabilities o B3655 161,387 276,167 227372 251,581

*From official statements ispued the Soviet State Bank, Data for 1923.192
Sennte Dovnment, Saet 0 vorae 3, 1975, por 217318, 4 quoted in

*SBeginning with October, 1925, inter.bank balances are shown net only.

NationalL Bupcer

The first national budget, the figures of which had any real relation
to facts, was that of 1923-24. For the fiscal year ended September 30,
1923, note issues furnished nearly 30 per cent of the total state revenues,
and about 8 per cent for the fiscal year ended 1924, For 1924-25 the
Government relinguished altogether note issues as a source of State
revenue, The remainder of the deficit was covered by loan operations.
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The first loans were for short terms, and in kind—grain loans, sugar
loans, etc, These were followed by a 6 per cent ten year lottery gold
loan which had, however, to be changed to a forced loan, as voluntary
subscriptions to it produced only some 26,000,000 rubles out of the
100,000,000 rubles expected. The next series of loans were floated in
the course of 1924—the 8 per cent compulsory gold loan for six years,
the 6 per cent Rural Lottery Loan, also partaking of compulsory fea-
tures, afx:lcli a peasant loan for about 50,000,000 which was not entirely
successful,

RevVENUE AND INTeRNAL DEBT

The total internal debt recognized by the Soviet Government has
grown from 244,900,000 rubles on October 1, 1924, to 589,638.000 en
July 1, 1926, all of which bas been incurred since 1922. On Jan-
z;ag;y 1, 1926’ the debt stood at about 500,000,000 rubles, composed as
ollows:

Rubles

First Lottery Loan, 1922 98,935,000
Second Lottery Loan, 1924 69,774,000
First Peasant Loan 37,911,000
Second Peasant Lean 45,661,000
8 per cent domestic guaranteed gold loan .. 68,118,000
5 per cent short term loan, 1925 10,000,000
Shkort term Treasury Bonds 106,234,000
Economic Reconstruction Loan 62,300,000
Total 499,933,000

The estimated revenue for 1925-26 shows a satisfactory increase
over the previous years. For the past two years no revenue has been
derived from the issuance of paper money., But there is 3 revenue from
the coinage of silver and copper. It was 80,000,000 rubles in 1924-25
and it is expected to be 30,000,000 rubles in 1925-26. The fall in direct -
taxation as apainsi 1924-25 is stated to be due to the Government’s
policy of reducing direct taxes on the peasant, The 1925-26 estimated
revenue includes a yield of 175,000,000 rubles from vodka and other

spirits.
On the expenditure side of the budget are shown increases of about

400,000,000 rubles for transportation and communication, and an in-
crease of more than 30 per cent over 192425 for the army.

The budget for 1925-26 is about one and three-quarters billions rubles
larger than the budget of 1913, aithough actually it is not quite compar-
able, owing to the diminished purchasing power of the gold ruble. Rus-
sia’s total revenue for 1913—revenue from sources other than borrow-
ing—was 3,453,000,000 rubles; total expenditures were 3,383,000,000

' Dinsnsopaya Gasnts™ (aficial organ of Commisssrist of Fimance), Pebrusry 26, 1924, p. &
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rubles. The present budget is divided into ordinary and extraordinary
receipts and expenditures, It should be noted that this budget does not
include the local budgets for the towns and rural districts,}

The table below shows the revenues and expenditures of the Soviet
Government for the four fiscal years ending September 30, 1923, 1924,
1925 and 1926. )

' TABLE XI
RecerrTs aND ExPENDITURES OF TEE UNION oF Sovier REpusLics®
{In thousands of carrent rubles)

REVENUES
1922.25r 192324+  1924-25% 1925-268

Ordi :
Dires taxes, inclading fees 242472 450413 7S4451 719244
Indirest taxes , _ M60R8 Wm0 SGSIS 5760190
hil ts
legraphs e, O BLES1 727058 994573 145000
Revenve from State domaing and un-
dertakings, etc. 7636 208205 308932 480078

'I_'otzl ordinary revenuwe 856337 1723763 2620871 3620512

Prooeedsa?: 1 exclusive of
rom loans usive of cer-
tificates of the Eomnusann of
Finance) 81,891 183,573 113500 100,000
Revenue from the issue of silver and
i 74,418 £0,000 30,006

copper coin
Revenue from issue of paper currency 394,090

26282 e e
All others 190,112 61,240 28,125
Total revenue from loans and cur-
rency issues 475981 574,385 254740 158,128
Total revenue 1332818 2298148 28755611 3778637
) EXPENDITURES
Defense 204895 423868 464825 624,518

Transportation and communication—.... 535558 813,040 996874 1387415
Industry: Advances and subsidies to. 144% lg%.l% %&;&B 183,180

Agricuiture . 78, 882 383 276,789
Cultural and social 120014 118762 167,543 237606
Administrative 151,182 221416
Administrative Economic 152455 130,904 152,555
Operations of the Federal Treasury__ 113,767 171466 212838
Axd fo local budgets. 127,366 2N1p522 321287
All others 2523582 13872 97,270 105,000
Total 1336319 2298148 2875611 37784637
Additional local expenditures™ . 285500 649,000 890000 1,329.000

*Fiestnik Finowsor {Financial moathly of the Commiseyriat of Finanee), N 1%
Ne. 11, 1925, pp. 190-192. ¥ % No. 1, 1925 xod

*sEinenzovays Geseia, March 14, 1526,
1) Actual R d i i
{n 'tef?mm“ Expenditures, {2) Budget Sanctioned, (3) Budget estimats by the

inance,

$In the statement sccompanying the Budget estimates mo provision is made for intersst and
Tepayment of the foreign debt. ~ Russie’s total net foreigm indebtedness todsy, met counting
any accumulations of interest since 1917, when all interest payments ceased, was estimated
by the Institut= of Economics at about 13.8 billion rables, or in the neighborhood of 6.9
ballion dollars. The credits obtained from the United States Tressury during fhe period
July to November, 1917 amount to $187,729,750 om which interest of $67,161,027 Rad
accrwed up to November 1S5, 1925, For other claims held by American citizens, see the
bulietin of the U. S, Buresu of Foreign and Domestic Commerce on “Foreign Capital
Investments in Russian Industries snd Commerce,” 1923, Also Annual Report of the U, 8.
Sccretary of the Tressury, year ending June 30, 1925.
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APPENDIX

1

Extract from
ANNUAL MESSAGE COF THE PRESIDENT OF THE UNITED STATES
to
A Joint Session of the Senate apd House of Representatives
December 6, 1923

~“Our diplomatic relations, lately so Iargely interrupted, are now being resumed,
but Russia presents notable difficulties. We have every desire to see that great
people, whe are our traditional friends, restored to their position among the
nations of the earth. 'We have relieved their pitiable destitution with an enormous
charity. Our Government offers no objection te the carrying on of commerce by
our citizens with the people of Russia, Qur Government does not propose, how-
ever, to enter into relations with another régime which refuses o recognize the
sanctity of ioternatiomal obligations. I de not propose to baster away for the
privilege of trade any of the cherished rights of humanity, I do not propose to
make merchandise of any American principles. These rights and principles must
g0 wherever the sanctions of our Government go.

“But while the favor of America is not for sale, I am willing to make very
large concessions for the purpose of rescuing the people of Russia, Already en-
couraging cvidences of returning to fhe ancient ways of society can be detected.
But more are needed. Whenever there appears any disposition to compensate
our citirens who were despoiled, and to recognize that debt contracted with
our Government, not by the Czar, but by the newly formed Republic of Russiz;
whenever the active spinit of enmity to our institutions is abated; whenever there
appear worlks meet for repentance; our country ought to be the first to go to the
economic and moral rescoe of Russia We have every desire to help and no
desire to injure. We hope the time i3 near at hand when we can act.”

i1

NOTE SENT BY THE SOVIET COMMISSARY FOR FOREIGN AFFAIRS

To the President of the United States of America
{December 16, 1923}

“It bas been the constant endeavor of the Soviet government to bring about
a resumption of friendly relations with the United States of America based upon
mutual trust. With this in view, it has repeatedly announced ite readiness to enter
ioto negotiations with the American Government and to remove all misnnder-
standings and differences between the two countriss.

“After reading your message to Congress, the Soviet government, sincerely
anxious to establish at Iast firm friendship with the pecple and government of the
United States, informs you of its complete readiness to discuss with your govern-
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ment all problems mentioned in your message, these negotiations being based on
the principle of mutual nop-intervention in internal affairs. The Soviet govern-
"ment will continue wholcheartediy to adhere to this principle, expecting the same ~
attitude from the American government.

“As to the guestions of claims mentioned in your message, the Soviet govern-
ment is fully prepared to negotiate with 2 view toward its satisfactory seitlement
on the assumption that the principle of reciprodty will be recognized all arcund.
On its part, the Soviet government is ready te do 2l in its power, so far as the
dignity and interests of its country permit, to bring abont the desired end, of
senewal of friendship with the United States of America.

“TCHITCHERIN,
“People’s Commissary for Foreigu Affairs.”

1

SECRETARY HUGHES' REPLY TO MOSCOW

With respect to the telegram to President Coolidge from Tchitcherin of Decem-
ber 16th, 1923, the Secretary of State on December 18th made the following
© statement in reply:

“There would seem fo be at this time no reason for negotiations, The
American Government, as the President said in his message to the Congress,
is not proposing to barter away its principles. If the Soviet anthorities are
ready to restore the confiscated property of American citizens or make
effective compensation, they can do so. If the Soviet authorities are ready
10 repeal their decree repudiating Russia’s obligations to this country and
appropriately recognize them, they can do so. It requires no conference or
negotiations to accomplish these results which cap znd should be achieved
at Moscow as evidence of good faith. The American Government has not
incurred lLiabilities to Russiz or repudiated obligations. Most serious is the
continued propaganda to overthrow the institutions of this country., This
Goverament can enter into no negotiations until these efforts directed from
Moscow are abandoned.”

This reply was transmitted to Moscow on December 18, 1923, through the
American Consul at Tallinn {Reval).
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