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PREFACE

In the course of the last quarter of a century, hundreds of volumes
have been written about the economic system of the U.S.S.R. and
various aspects of it. These books—or rather, some of them—are
worthy of the effort and the time spent on their pecrusal; I leave
it to the reader to decide whether the publication of another study
is justified or not, but I would like to explain how it came to be
written.

Having left the U.S.S.R. in the summer of 1920, my personal
impressions cover only the first three years of the new regime.
Later I had the opportunity of meeting many people who had
either just left the U.S.S.R. or had visited it in order to study its
economic and social system. In 1922, having resumed my academic
studies in Prague and having access to the abundant material
received directly from the U.S.S.R. by the Russian Historical
Archive, the Institute of Russian Studies, and the Russian
Economic Study Centre of Prof. S. N. Prokopovich in Prague,
I began to follow the development of the economic processes which
were taking place in my native country. Many well-known Russian
economists, sociologists and former statesmen worked in these institu-
tions, whose object was to study developmentsin the U.S.S.R. From
1927 to 1939, as a member of the Russian Economic Study Centre
of Prof. Prokopovich, and using the plentiful data rcgularly
received there from the U.S.S.R., I contributed monthly articles
on the development of industry, home and forcign trade, State
finance and some other aspects of the national economy of the
U.S.S.R. to the Bulletin of the Russian Economic Study Centre of Prof.
S. N. Prokopovich, published in Prague, and later also memoranda
for the Czech State Statistical Institute. From 1935 to April 1939
I lectured on the development of thc national economy and
economic system of the U.S.S.R. in the Faculty of Commerce of
the Czech Technical University of Prague.

Years of study of the economic development of Russia and of the
Soviet Government’s economic policy have time and again forced
upon me the conclusion that the appreciation of current economic
events and measures, by myself as well as by other authors, was
liable to be wrong, when these events and measures were con-
sidered in isolation and not in association with the general course of
development of the entire national economy of the U.S.S.R. Many
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economic facts and many of the measures of the Soviet Government
were considered at the time as inherent in the Soviet economic
system, whereas they were only passing phases or temporary
measures adopted to solve merely temporary difficulties or to
achieve temporary aims. It is now recognized that the economic
development of the U.S.S.R. and the Soviet system have already
passed through four definite stages of development—the transition
period, the period of the New Economic Policy, the pcriod of
rationing, and the period which began with the abolition of
rationing and was brought to an end by the outbreak of war. In
the course of thesc periods, the processes which took place in the
national cconomy and the measurcs taken by the Government
differ so widely that it is possible to speak of four systems. Each of
these periods had its special aims, and the measures taken were
dcsigned to achieve these aims and to overcome the obstacles and
complications peculiar to that stage. But at the same time, every
stage left its pecrmancent mark and influenced the economic system
of the next period. Thus systematic study over many years of the
development of the national economy and economic system of the
U.S.S.R. has convinced mec that only by adopting the historical
approach in the study of the present-day economic system of the
U.S.S.R. can onc hope to avoid crrors and pitfalls, and to find
explanations conforming to reality, and morecover that this ap-
proach is cqually necessary to cnable economists and sociologists
who are confronted with similar problems in other countries to
understand the lesson of Russian cxperience.

The present study is an attempt at such an historical introduc-
tion to the contemporary cconomic system of the U.S.S.R., i.e. the
system in force in the later pre-war years. It does not profess to be
a history of the devclopment of the national economy or of the
cconomic system of the U.S.S.R., because such a history would run
into thousands of pages; it is only an historical introduction to the
description of the present-day system in its principal aspects and
problems. Hence, only those facts in the development of the
economy and the system will be mentioned which, in my opinion,
must be known in order to understand and rightly appreciate the
present-day system and its problems. This approach demands a
certain simplification in the outline of events, a choice of facts and
measures, which may be coloured by the author’s sense of values.
Processes are never as simple and straightforward as generaliza-
tions make them appear. Even the division into periods is only a
rough approximation, and no attempt has been made here to
differentiate the years 1917-18 from the 1917-21 period, and
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similarly the transition years 1926—9 are included in the 1921—9
period. Therefore my references to sources and the additional
bibliography are not merely an indication of the material used in
this study, but should help the reader to find considerably more
detailed explanations of matters referred to only briefly in the
course of this book.

The development of the U.S.S.R. economic system can be
studied from various angles and for various purposes. The theo-
retical approach to the study of the Soviet system would be an
academic analysis parallel to that used in describing the functioning
of the competitive system and would tend to establish the similarities
and differences between the two systems. The political approach
would consider how far the Soviet economic system conforms to
‘socialist ideals’ and to ‘communism’, and would attempt to assess
its advantages on political and moral grounds when compared
with the capitalistic system, followed by discussions on ‘freedom’
and ‘compulsion’, ‘democracy’ and ‘dictatorship’, as inherent
or not in a planned system ‘on the basis of the experience of the
U.S.S.R.’ The technical approach would involve an account of
planning technique, of the structure of the economic institutions,
of the administrative organization in various branches of the
national economy, of technical and economic methods applied to
different branches, and so on; generally speaking, it would be an
outline of the technical and economic machinery of administration
in the Soviet economic system. This study, however, pursues none
of these aims. Its object is to give an analysis of the Soviet economic
system as such, i.e. to give an account of the aims pursued, of
the measures taken to attain these aims, of the results achieved as
regards both the aims and the elaboration of basic principles on
which the functioning of the Soviet system is founded. Naturally,
such an approach leads me to touch upon technical problems, but
only in so far as this is necessary to explain the basic principles
on which the Soviet economic system is built. Generalized views
are given only in the concluding pages of each chapterinsection1V,
and even so only on some problems debated in ‘ theoretical treatises’
and social and economic literature, problems which in any case will
have to be solved in any attempt to go over from the competitive
to the planned system. I hope the material presented will enable
the reader to draw his own conclusions and generalizations.

Though the commonly adopted method is to outline the develop-
ment of each branch of the national economy separately for the
entire past period, I found it preferable to review in turn the pro-
cesses which took place in the main branches of the national



xiv PREFACE

economy of the U.S.S.R. and all the corresponding aspects of the
U.S.S.R. economic system during each period. The reason is that in
the course of each period definite aims were pursued and definite
planned measures taken to attain those particular aims, and there-
fore events in various branches of the national economy of the
U.S.S.R. were so interlinked that to describe them separately for
the entire 25 years would artificially split an organic whole. More-
over, in every onc of the four periods which have elapsed, distinct
aims were pursued and the processes which took place in distinct
branches of the national economy determined the development and
legislation aflecting the others; therefore, each of the four sections
of the book devotes most attention to the analysis of those branches
which in the given period were the fundamental, determining
branches of the national economy. In the first section the stress is
laid on the analysis of industry and agriculture; in the second on
internal trade, State finance, credit and money; in the third on in-
dustry and agriculture; in the fourth on trade and industry. In
connexion with such a method of exposition I was sometimes
obliged to repcat statcments madc previously in another context.
This method of exposition may give the impression of a certain lack
of continuity. In that case I would suggest that the reader pick out
from every scction the chapters referring to a particular branch of
national economy and then peruse the whole book section by
section.

For this book I have used only original sources, i.e. studies,
statistical material, various handbooks, journals on economics and
law, technical periodicals, collected laws and departmental regula-
tions, ctc., published in the U.S.S.R. Works published abroad were
consulted only to compare and check my observations and con-
clusions with those of other authors, but they were not used as
sources of information. I do not share the view that Soviet
statistical and other sources are less reliable than those published in
other countries. On the contrary, systematic study over a number
of years has convinced me that they can be used to analyse the
economic processes and the economic system of the U.S.S.R. with
the same degree of confidence as similar sources published in other
countries. Only occasionally and temporarily some statistical data
were not published, as, for instance, some information regarding
agriculture in the period of collectivization. However, one of the
greatest defects of the data published in the U.S.S.R. is the frequent
changes in the forms of publication, which make it difficult and at
times impossible to draw up statistical tables showing trends of
evolution. This fact and the absence of much of the material
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published in the U.S.S.R. from British libraries explain the some-
what disconnected and often incomplete data given in the tables
which refer to the later years, and for this I apologize.

I am quite aware of the shortcomings of this work, but in my
approach and method of treatment ‘I was thinking alone’. If it
arouses further interest in the study of the problems touched upon
and leads to an exchange of views on these problems, its publica-
tion will have been justified.

In conclusion, I must apologize for the faulty English of this
book. Part of it, namely, chapters I-VI, was written by me in
English and revised by British friends; the other chapters were
translated from my Russian MS. by Miss E. Koutaissoff, B.Litt.
(Oxon), to whom I express my thanks for her endcavour to follow
my Russian text as closely as it was possible. Hence two styles.
Only the war conditions under which this study was written can
cxcuse its publication despite such an obvious technical defect.

I am very much indebted to the National Institute of Economic
and Social Research, without whosc financial support and
technical help it would have been impossible for me to complete
this study and to prepare it for publication.

I am especially grateful and indebted to the Chairman of the
Institute, Professor Henry Clay, not only for his personal interest in
my research work but also for sacrificing his time in correcting the
main dcfects in the English of the whole MS., and for very many
valuable suggestions which greatly improved the text of this study.

With great pleasure I also express my thanks to the University
of Birmingham. The Honorary Rescarch Fellowship which was
granted me by the University facilitated the continuation of my
research work after I left Prague. My personal thanks go to the
Vice-Principal of the University, Professor J. G. Smith, and to
Professor P. Sargant Florence for their interest in and friendly
support of my research work.

Some of the material which has been included in this study
has been published in the Economic jfournal, Economica and the
London and Cambridge Economic Service Bulletin. 1 am indcbted to
the editors of these Journals for their kind permission to use this
material.

The Index was precpared by Miss Beatrice Lawrence, M.A.,
to whom I cxpress my gratitude for undertaking this formidable
task.

A, M. B.

March 1944
Lonnon
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the period prior to 1923 should have been
made in the form “R.S.F.S.R.” since the
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SECTION I. TRANSITIONAL PERIOD AND
PERIOD OF ‘WAR COMMUNISM’

CHAPTER 1. IDEOLOGICAL PREMISES AND
AIMS UNDERLYING THE CHANGES IN THE
EXISTING ECONOMIC SYSTEM

We shall not here attempt to describe the ideological aspect of the
Russian Revolution of October 1917; to do so it would be necessary
to go far back into the history of revolutionary movements, both
Russian and international, and this would lead us very far from
the main theme of this book. We must, however, establish some of
the general premises with which the process of changing the
existing economic systcm began.

The Bolshevik party aimed not merely at altering the economic
system which then existed in Russia, but at completely superseding
it by a Socialist system based on the main ideas expressed by Marx
and Engels in the Communist Manifesto. It aimed at establishing a
completely new organization of society, an organization in which
industrial production would be directed, not by entrepreneurs
competing among themselves, but by society itself, according to
a plan designed to satisfy the needs of all citizens; socicty would
expropriate from private ownership all means of production, trans-
port, distribution, etc., and would dispose of them according to a
definite plan and with a definite aim in view.*

It aimed at achieving this supersession of the existing economic
system by scizing control of the ‘commanding heights’ of that
system, and by using the existing economic organizations and re-
taining their managing and administrative personnel during the
transitional period. There was no concrete plan for reconstructing
the economic system on a new basis; the main ideas for guiding the
economic system through a transitional period were clear, but not
the forms which a permanent reorganization would take, or the
methods by which such a reorganization was to be brought about.
A period of experimentation, of trial and error, was accepted as in-
evitable until a suitable form of planned economy could be found.}

* K. Marx and F. Engels, Communist Manifesto, pp. 299, 304. Lcnin, Collected
Works, vol. x1v, pt. 1, p. 336.

t Lenin, op. cit. vol. xv, pp. 280~1; vol. xv1, pp. 72, 103, 253—4; vol. Xvi,
pt. 1, p. 48; vol. xxu1, p. 484. Stages in the Economic Policy of the U.S.S.R. pp. 45-6.



2 IDEOLOGICAL PREMISES

The leading figures of the Soviet Government, in this period,
proceeded on the following assumptions: (a) that in the near future
social revolutions must be expected to take place in other countries,
and that consequently the experiment of rebuilding the Russian
cconomic system would not be an isolated one;* (b) that during
the transitional period the State must base itsclf, not on the
principles of parliamentary democracy, but on the ‘Dictatorship
of the proletariat’, i.e. on the combined power of the Party and the
Soviets, with the Communist Party as the ‘leading vanguard of the
proletariat’.{

From October 1917 up to the middle of 1918 the policy of the
Soviet Government was not directed towards immediate wholesale
nationalization, but towards the nationalization of certain branches
only of the national economy, and that only to a certain extent.{
From the middlc of 1918 up to March 1921 was the period of so-
called ‘War Communism’. During this period the conditions
brought about by civil war and foreign intervention, togcther with
the rapid disintegration of the country’s economy, caused the
Soviet Government to resort to a hasty nationalization of the
whole national cconomy, to an cxtremc centralization of the
economic administration, and to the adoption of the principles of
war cconomics. During this period of ‘War Communism’ the
cconomic mcasurcs of the Soviet Government, under pressure of
cmergency (as well as, in many cascs, under the influence of
Marxist cconomic theorics), took the form of an attempt to pass
dircctly to a centrally directed system of production and distribu-
tion, to a system based on Statc-organized barter.

CHAPTER II. MAIN FEATURES OF ECONOMIC
POLICY AND ECONOMIC DEVELOPMENT

Soviet economic policy and economic development during the
first years of the cxistence of the U.S.S.R. has been described in
detail in many books published in non-Russian languages. Here
we shall only summarize the main landmarks of Soviet economic
policy, and the most essential facts in its devclopment; for unless
* Lenin, op. cit. vol. xm, p. 209; vol. X1v, pt. 11, p. 164; vol. Xv, p. 140.
t Lenin, op. cit. vol. xiv, pt. 1, pp. 236, 250; vol. Xv, pp. 41, 419, 516;

vol. xvi1, pp. 206, 448-9; vol. xvi, pp. 139, 355; vol. xvi, pp. I, 129.
t Lenin, op. cit. vol. x1v, pp. 336-7; vol. xv, pp. 93, 150, 585; vol. xvI,

pp. 71-2.
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the main events which took place in the economic development of
the U.S.S.R. during the period 1917-21 are borne in mind, many
events of subsequent periods will not be rightly understood.

1. INDUSTRY

The existing conditions which the Sovict Government inherited in
industry may be summarized as follows. Russian industry was not
organized in monopolistic cartels or trusts. Only trade syndicates
existed ; they were common in heavy industry and in some branches
of light industry.* Consequently there was no apparatus of mono-
polistic organization which the Soviet Government could take over
as a basis on which to build up a central (Statc) organization.
A very considerable part of the capital of the heavy industry be-
longed to foreign interests (especially French, English and Belgian). t
This complicated the problem of the nationalization of industry.
Industrial production was, on the onc hand, very concentrated in
some branches of heavy industry in the Ukraine, and on the other
hand, widely dispersed among very small enterprises, especially in
the production of consumer goods.} This fact, while facilitating
nationalization of production in some branches of hcavy industry,
very much complicated the process in the industries producing
consumer goods.

During the war of 1914-17, moreover, industrial productive
capacity was mobilized for the production of war matcrials.
Consequently there developed a two-fold process: a risc in the
output of the war industries and some branches of heavy industry,
and a decline in the output of the industries producing consumer
goods. After the February Revolution of 1917 a process of decline
in industrial production occurred in all branches of industry.§ In
some branches of industry, many owners of factories closed their
works; widespread strikes occurrcd, and attempts were made to

* See Cypirovich, Syndicates and Trusts in Russia; Lyashchenko, The History of
the National Economy of the U.S.S.R.

t 909 of the joint stock of mining industries, 42 %, in iron, stcel and engin-
eering industries, 50%, in the chemical industry, 37 %, in lumber and timber
industries, and 28 9%, in textile industries belonged to foreign joint-stock capital.
From the total foreign joint-stock capital 32:6 % was French, 22:69, English,
14'3 % Belgian and 19-7Y% German. Lyashchenko, op. cit. pp. 598-9. P. V. Ol,
Foreign Capital in the National Economy of Russia, pp. 11-29.

1 See Lyashchenko, op. cit. pp. 558-62.

§ See figures in Collection of Statistical Figures of the U.S.S.R. 1918-23,
pp. 168-71. Milyutin, The History of the Economic Development of the U.S.S.R.
pp. 40-6. Rozenfeld, Indusirial Policy of the U.S.S.R. pp. 63—4.

1-2
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establish, by means of committees of factory workers, the control
of factories by the workers. The intervention of the workers’ com-
mittees considerably intensified the process of deterioration in
industrial production which grew worse in the atmosphere of
political, economic and administrative instability which speedily
developed during the period between the February and October
Revolutions of 1917. On the eve of the October Revolution of 1917
the production of all branches of industry was hampered by
difficultics in obtaining supplies of raw materials and fuel. In
addition, it was limited by the wcakening in labour discipline
and a decline in productivity of labour, and from the appear-
ance of inflationary tendencics which disorganized the internal
market.*

During the first months of Sovict power unorganized processes
played a much more important part in industrial policy and in the
cvolution of industrial production than did the regulating measures
of the Government: the Soviet Government, in the first months of
its power, had no definite and concrete policy with regard to the
mcthod by which industry was to be nationalized and its ad-
ministration reorganized. There were conflicting tendencies. The
Government’s policy was definitely aimed at nationalizing big
enterprises in key industries, especially in the highly concentrated
hcavy industries, as well as some of the large enterprises in the
light industrics. It was even hoped that it would be possible, by
some financial settlement with the former owners of the enterprises
(a certain limited ransom for nationalized enterprisest), to get
support in the organization of production from the former owners
and managing boards of thesc enterprises. But at the same time
it was expected that, during the transition period, private enter-
prises would continue to work alongside the concerns which had
been nationalized, but under the general regulating direction of
the State and under the supervision of worker-control committees.
Accordingly, as carly as 8 November 1917, it was decided to
creatc a Supreme Council of the National Economy (S.E.C.),
which institution would deal with the ‘ organization of the National
Economy and State finance and prepare the general norms and

* Accordingto Prokopovitch, asearlyastg16-17 the totalindustrial production
fell to 709, of that of 1913. Prokopovitch, War and the National Economy, p. 173.

t By giving the former owner of a nationalized factory ecither State bonds
covering part of the cost of the factory or a portion of the shares of the State
trust which would be formed from nationalized factories. Rozenfeld, op. cit.
P- 97. ¥ Lenin, op. cit. vol. xxm, p. 36.
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plans for the regulation of the economic life of the country’. (The
S.E.C. was actually created by a decree of 5 December 1917.) On
14 November 1917 a decrec introducing workers’ control was
published: ‘in thc interest of the systcmatic regulation of the
national economy, in all branches of industrial and trade cnter-
prises, in banks, agriculture, transport and co-operative enter-
priscs, etc., employing hired labour, the workers’ control of the
production, purchases, storage and finance of the enterpriscs must
be introduced.’*

This decree was aimed at bringing large nationalized enter-
priscs in key industries under the jurisdiction and direction of the
S.E.C. and at organizing and legalizing the violent, unorganized
process of intervention by workers’ committces in the ‘control’ of
the management of enterprises.

The real process of nationalization, however, did not take place
in a systematic way, but took the shape of quite crude, unorganized
‘requisition’. Only some of the biggest factorics were nationalized
by the decision of the Council of People’s Commissars (Sovnarkom
R.S.F.S.R.)§ and the S.E.C. The majority of factories werc
nationalized or requisitioncd by regional or local organizations.

The diarchy of former administration and workers’ control was
very short-lived. The two proved to be two hostile forces. In some
cases owners either closed down their business directly or the
management refused to continue to work under the new conditions
and abandoned the enterprises; in other cascs the factory worker
committees expelled owners from their factories and took the
management into their own hands. Very often a factory worker
committce would consider the requisitioned factory as the property
of the workers employed in it and carry on the business of the
factory from this point of view. These syndicalist tendencies shown
in the requisitioning of enterprises werc very widespread.t
Together with the growing difficultics in the supply of raw
materials and fuel, and in transport, and the disorganization of the
internal market, credit system and currency (sce below), they
helped to bring about an increasingly anarchic situation in the
industrial system.

* Decrees of the October Revolution, pt. 1, pp. 96, 224.

t From October 1917 to June 1918, of 521 ‘nationalized’ big factorics
only seventy-two were nationalized by dccision of the Sovnarkom R.S.F.S.R.
and S.E.C. and the rest by local organizations. Milyutin, op. cit. pp. 112,
115-16. Secc also Rozenfeld, op. cit. pp. 91—-2; October Revolution and Diclatorship
of the Proletariat, pp. 103—4. § Important: Sec note on p. xvi.
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In order to climinate these syndicalist tendencies in local
organization and the anarchy which accompanied nationalization,
and to meet the emergency created by the Treaty of Brest-Litovsk,
by the beginning of civil war and the stcady decline of industrial
production, it was decided to carry out disciplined nationalization
of all key industrics and to centralize the administration of
nationalized industries in the hands of the S.E.C.

At the First Congress of the National Economic Councils (which
took place between 26 May and 4 June 1918) it was decided to
nationalize all branches of key industries, starting with the iron
and steel, chemical, oil and textile industries; and a ‘ Statute for the
administration of nationalized enterpriscs’ was approved. The re-
sult of the first decision of this Congress was the publication of a
decrce of 28 June 1918 for the general nationalization of industry.
The result of the second decision was the accomplishment of the
conversion, in practice, of the S.E.C. from a general economic
council into a central State institution for the general administra-
tion of all nationalized industry.

This decree of nationalization aimed at transferring all large-
scale industrics from private ownership to Statc ownership; it was
stressed that nationalization of individual enterprises could be
carricd out only by the decision of the Sovnarkom R.S.F.S.R. or the
S.E.C., and that nationalized enterprises must be transferred to the
appropriate departments of the S.E.C. The leading personalities of
the S.E.C. realized that this hasty nationalization of industry would
result, in many cascs, not in an increase but in a decline of in-
dustrial production. It was considered, however, that under the
cxisting conditions (such as the impossibility of obtaining the col-
laboration of the former owners, the syndicalist tendencies in local
organizations, and the general emergency situation) there was no
other way out.*

In reality it proved to be impossible to limit nationalization to
large-scale industries. It was found that large-scale industries de-
pended on small industries for some of their supplics. Morcover, the
majority of the most essential consumer goods were produced in
small industries. Finally, orders given by the central power were not
strictly observed by local authorities. Consequently, by a decision
of the S.E.C. of 29 December 1920, ‘all enterprises which are still
in private possession and employ more than five workers using any
kind of mechanical power or more than ten workers without

* Sec Central Committee of the Communist Party, For Five Years. Trotsky,
New Economic Policy of Soviet Russia and Perspective of the World Revolution.
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mechanical power’ were nationalized. By this decision even small
enterprises were nationalized, and the process of nationalization,
in this period, was completed.

We shall not describe here the organization of the administra-
tion of industry in this period, as we shall have to refer to this
question many times during the analysis of later stages in the de-
velopment of the Sovict system.* We can only state that, in this
period, an attempt was made at an cxtreme centralization of the
administration and management of all industrics. All branches of
industrial production werc centrally administered by a special
chief department of the S.E.C. (‘Glavki’ and ‘Tsentra’, i.e. Chicf
and Central administrations) in which were concentrated all
powers concerning particular industries and by which these powers
were distributed among subordinatc enterprises. The attempt was
made to organize in a centralized manner the supply to subordinate
enterprises of all materials required for production, to ‘plan’ their
productive activities and to distribute their output on the basis of
State-organized barter. All ‘plans’ were compiled in natural units
without any economic consideration of net cost, prices, or of gains
or losses from the cconomic as opposed to the technical point of
view. Knowledge, on the part of the central departments of the
S.E.C., of the enterprises subordinate to them was very superficial
and had only a formal character. Technical and economic records
of enterprises were generally not available; many archives and
accounting materials were lost, and administrative links between
the central organs of the S.E.C. and local organizations were as
yet only in an embryonic state. The S.E.C. were forced to ad-
minister together with the key industries thousands of small enter-
prises. No wonder that under such conditions the majority of
enterprises, with the exccption of war industries and some key
enterprises among the heavy and light industries, lived quite an
independent life,t using the available stocks contrary to directions
given by the S.E.C., with the aim of extending their productive
life as far as possible and often producing not what was asked for
by the centre but what could best be bartered under local con-
ditions.

* The English reader can get a gencral idca of organization from Maurice
Dobb’s book, Russian Economic Development since the Revolution, pp. 99-106. See
also Rozenfeld, op. cit. pp. 113-34.

t According to the 1920 census 37,226 industrial enterprises were registcred
as State enterpriscs, but only 6,008 of them were in the register of the S.E.C.,

the rest ‘escaped’ administration by the S.E.C. See Kritsman, The Heroic
Period in the Great Russian Revolution, p. 129.
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It is incorrect to speak of this period as forming the beginning of
the planning of industrial production. Organization of the ad-
ministration of industry took forms influenced not by the considera-
tion of cconomic cxpediency but by the necessity of mecting the
emergency situation which had resulted from the whole course of
cvents in this period in which the industrial policy of the Soviet
Government was only one card in the whole big game.

As a result of all these processes in industry as well as of others
in other branches of the national economy, output very rapidly
declined in all branches of industry, as can be clearly secn from
the indexes of output calculated by the State Planning Commission
(Gosplan).

Table 1
lnd;t;lcsﬁ‘ - ._I:a;gﬁc-:;c;k Small-scale l Total
1913 C -l(;()'() h 100°0 100°0
1916 116°1 88-2 109°4
1917 748 784 757
1918 338 73'5 434
1919 14'9 49°0 231
1920 12:8 44°1 204

The output of large-scale industrics, the administration of which
was extremcly centralized, declined much more rapidly than did
that of small industrics. Particularly large declines occurred in the
production of the following materials: iron ore (in 1920 only 16 %,
of the 1913 output was produced) ; pig iron (1920, 2:4 9, of 1913);
steel (1920, 409, of 1913); cotton manufactures (1920, 5% of
1913); sugar (1920, 589, of 1913). In 1912, production of prime
necessity goods amounted, per head of population, to 18-2 gold
roubles, in 1920 only to 2-4 gold roubles. In 1912 manufactured
consumer goods sold to the population were valued at 2,099
million gold roubles, while the value of these sold in 1920 amounted
only to 262 million gold roubles.*

Such a situation in industrial production demanded a search for
new methods of organizing, administering and managing industry.

But before describing the changes which took place during the
next period, we must describe the processes which had taken place
in the other scctors of the national economy.

* For Five Years, op. cit. p. 240; Rozenfeld, op. cit. pp. 155, 165, 166;
Collection of Statistical Figures of the U.S.S.R., 1918-23, pp. 168, 169, 200, 201.
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2. AGRICULTURE

Pre-revolutionary Russia was an agrarian country. The agrarian
population constituted the predominant part of the total popula-
tion, while agricultural production furnished the main part of the
national income of the country. Russia’s agrarian problem differed
in many respccts from the agrarian problems of western European
industrial countries, and without knowledge of the main roots of
the economic and sociological problems which the Sovict Govern-
ment inherited, it is impossible rightly to understand the agrarian
policy of the Soviet Government and the course of events among
the rural population and in the agricultural production of the
U.S.8.R. Of course we cannot give here cven an adequate sum-
mary of the historical origins of the agrarian problem in Russia.
For this many pages would be necessary. But we find it necessary
to recall some of the essential features of the agrarian problem
with which the Sovict Government had to dcal, not only in the
first months of its power, but during a very long period to come.

The abolition of serfdom in Russia had taken place in 1861, i.c.
only 56 years before the Revolution of 1917. Among the peasants
of 1917 there were persons whose childhood and youth were spent
under conditions of serfdom. The majority of the active agricultural
population were only the second generation after the abolition of
serfdom. But even after the abolition of serfdom ncither the social
status nor the economic rights of the peasantry were cqual to those
of the urban population; nor were they similar to the social status
and economic rights of the farmers in western European countries.

The abolition of serfdom was realized on the following conditions:

(a) After the reform the peasants received for use, but not as
private property, only the land which they had alrcady used before
the reform; that is to say, the land on which they had worked
approximately only half of their working time, being obliged to
spend the other half working on the cstate of the landowner. In
actual fact, in regions with good land, they received even less than
they had cultivated beforc the rcform,* and only in regions with
poor soil did they receive a little more.

Consequently, after the reform, thc peasants were unable to
employ their labour fully on the land they received, and they were
forced to look for an additional income either by renting land from

* In 21 goubernii of fertile ‘black earth’ soil they received, in total, 26-2 9,

less land than they had cultivated before the reform. In some goubernii the
losses amounted to 44 %. Lyashchenko, op. cit. pp. 319-21.



10 MAIN FEATURES OF ECONOMIC POLICY

or labouring on the estates belonging to their former landlords, to
the State, Crown appanage cstates, and to the monasteries and
convents.

(b) Land was given to the peasants not as private property but
only for ‘permanent use’ on condition that compensation was paid
for the land granted to them.* The compensation was calculated
on the basis of higher prices than those actually ruling for land in
the different regions in this period. Thus the peasants were, in
actual fact, obliged not only to pay a ransom for the land received
for use but also, indircctly, what was equivalent to a certain
amount as ‘ransom’ for his working capacity.

The total amount of compensation had to be paid in instalments
to the State for 49 years. But the responsibility for the payment of
these instalments lay on the ‘peasant community’ (obshchina), and
all members of the community were jointly responsible for the pay-
ment of the compensation. Accordingly, members of thc com-
munity were not allowed to leave the community without paying
their full contribution, and their rights to alicnate the land allotted
them for use were very limited. Conscquently, the peasants were
tied to their community and could leave it definitely only after
receiving its permission.

All land belonged de jure to the ‘community’, and the latter had
the right of periodical redistribution of the land among its members
according to thec number of members in the peasant households
(‘number of eaters’). The peasant houscholds received the land in
separate plots, usually in different places, for use until the new
repartitioning period. This practice of periodical redistribution
of the land belonging to the community according to the size
of families very much hampered the possibility of intensifying
agricultural production.

Moreover, the forms of jurisdiction regulating the civil rights of
the peasants were different from those which conccrned the urban
population. The limitation of their civil rights, associated with
their inferior social status, were not completely liquidated by the
reform. They continued not to enjoy equal civil and property
rights with the former landowners and the urban population. By
the reform, the power of the landowners over the peasantry was
only liquidated de jure; de facto the peasantry continued to feel this

* Up to 1881 the former landowners retained their right of asking a peasant
to work on their land for a certain number of days instead of paying the instal-
ment of the ransom. In 1881 this privilege was definitely abolished. See details
about the conditions regarding the payment of ransom, Lyashchenko, op. cit.

PP. 321—4.
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power in their restricted civil rights and their economic conditions.
As we have seen, the peasant was under the nccessity of renting
land from the former landowner* or labouring on his cstate, since
the land he received after the reform had previously been cultivated
by him in only half of his working time, and he now had to look for
a larger moncy income in order to pay his share of the compensa-
tion for the land he received. The obligatory yearly instalments
of the compcnsation were very often actually higher than the total
money income derived from the land received by the peasant.t

(¢) The amount of land received and the conditions on which
it was granted for use did not provide the peasantry with possi-
bilities of intensifying agricultural production. Households with
small families, which accordingly received only a small amount of
land from the community, could not cven afford to keep a horse or
breed livestock,} nor rent agricultural machinery.

(d) Only by renting or buying land from the cstates was the
road to ‘enrichment’ opened for the more enterprising and
economically stronger peasant households. The establishment in
1882 of a special Peasants’ Bank which enabled village communi-
ties or groups of peasants to receive credit to buy land from big
estates made it possible for economically stronger peasant families
to acquire land as private property. Slowly there began to develop
a process of differentiation in the villages between well-to-do
peasants who cultivated, in addition to their allotments reccived
for use from the community, land bought as private property from
the cstates or alienated from economically less successful and im-
poverished peasant holdings. This process of differentiation§ be-
tween pcasant holdings was specded up by the land reform of
9 November 1906, the so-called Stolypin reform’.

* The dimensions of the renting of land can be illustrated by the following
figures: in 1886—go only 40 %, of the big estates did not lease their land, 399,
leased all their land, and 21 9, partly cultivated their land and partly leased it.
For 1896-1900 the corresponding figures were: 29, 51 and 209,

1 Peasants’ arrcars in the payment of their ransom steadily grew from year
to year. See figurcs, Lyashchenko, op. cit. p. 373.

} According to the census of horses, between 1888 and 1891, 27:39% of
peasant households were without horses, in 19g00-29-2 %,.

§ According to the land census of 1905 the community land was divided
among peasants as follows:

Groups Percentage of households Percentage of land
From 1 to 4 desyatin* 158 36
From 4 to 8 desyatin 337 19°0
From 8 to 20 desyatin 400 418
Over 20 desyatin 10°5 356

* Desyatin—approximately 2-6 acres.
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After the widespread peasant insurrection of 19o2—5 which had
shown the Russian Government and the landowners what deep,
latent, elemental revolutionary forces were concealed in the
Russian peasantry, it was decided to create facilities for the speedy
development of groups of well-to-do peasants as a basis for the
conservative political stability of the country and as a means for
increasing the productivity of agriculture. It was decided to create
conditions for the liquidation of the ‘community’ ownership of
land and to facilitate the transfer to private ownership of ‘com-
munity’ land at the time in use by the peasants. In actual practice
this reform enabled the cconomically stronger peasant houscholds
to secure more land from the ‘community’ for their private owner-
ship than the poor peasant holdings were ablec to secure, and more
than that which remained, on the average, for thosec members of
the ‘community’ who continued to cultivate their land on the
basis of ‘communal property’ and not on the basis of private
ownership.*

After the Stolypin reform the process of differentiation between
peasant holdings was specded up,t as not only did the cconomically
stronger peasant households leave the ‘community’ with their
relatively larger plots of land but they also purchased, through the
Peasants’ Bank, considerable amounts of land from the estates of
the big landowners, since, after the peasant insurrection of 1902-5,
landowners in many regions were quite willing to sell their
estates.f

(¢) As a result of all these processes which developed in the
domain of agriculture during the fifty years before the Revolution
of 1917, the Russian agrarian question presented a complicated
knot of political, social and economic problems. Ownership of the
land was divided between the estatcs of the landed gentry, lands
of the State and Crown appanagcs, estates belonging to the con-
vents and monastcrics, estates belonging to industrial and mercan-
tile capitalists, and small peasant farmers privately owning land—
and all this private property was still scattered in the sea of

* See description of 1906 reform—Lyashchenko, op. cit. pp. 622-3; or, in
English, L. E. Hubbard, The Economics of Soviet Agriculture, pp. 44—5; there arc
some errors in Hubbard’s description, but nevertheless it can be used for the
general purpose.

t From 19o7 to 1915 over 2 million peasant holdings left the ‘community’
and received from the ‘community’ land, as their private property, over
13 million desyatin of land or over 169 of the total ‘community’ land of
Russia.

} See figures illustrating the differentiations among peasants on p. 13.
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‘community’ land used by the majority of the agricultural
population.*

The majority of the agricultural population worked on plots of
land which provided them only with a very low standard of living,
and considcrable numbers of them (the poor peasants) did not
even receive a sufficient income from their lands to provide their
families with bare necessities. The poor peasants were thus forced
to work as labourers or seasonal workers on the large cstates and on
the farms of the well-to-do pcasants or do any kind of work that
was available. They tilled their land with horses and agricultural
machinery hired from richer peasant holdings or even lcased all or
part of their land to the richer pcasants. Thesc poor peasants looked
with envy and a sense of gricvance at the estates in the ncighbour-
hood of their own poor holdings. They lived with the idca that the
day would come when the land of those estates would be repar-
titioned among themselves in the same way as they used to repar-
tition their ‘communal’ land. Every political party, sceking the
support of the peasantry, had to satisfy this ctcrnal, clemental
aspiration of the majority of the peasantry of pre-revolutionary
Russia.

The social alienation of the mass of the peasantry from the
estate owners took extreme forms. The peasantry viewed the land-
owners not only as owners of ‘their’ land but as former serf-
owners, social oppressors, who used their economic power in a

* Lenin gives the following approximate figurcs for the division of land, in
1905, among different owners:

No. of owners | Million desyatin | Average per
(in matlions) of land owncer

Poorest peasantry 10°5 750 7°0
Middle peasantry 10 150 150
Rich peasantry and 15 70°0 46-7

medium estates
Big landowner estates, 0-03 70°0 2,3330

appanage Crown land,

industrial and mercan-

tile capital
Not divided in groups — 500 —
Total 1303 280-0 21°4

and he stresses that 30,000 big landowners own 70 million desyatin of land,
whereas 10} million poor peasants own only 75 million desyatin of land.
Although his groups are somewhat conditional, these figures show the concep-
tion Lenin had in mind as regards the division of land when he started the
October Revolution of 1917.



14 MAIN FEATURES OF ECONOMIC POLICY

humiliating way for the peasantry. The hostility of the majority of
the peasantry towards the estate owners had not only an economic
but also a very strong social character.

In this lay the political and social aspects of the pre-revolu-
tionary Russian agrarian problem. The peasantry craved for the
distribution among themsclves of the land of the big estates and
for the disappearance of the landowners from their social horizon.
But the satisfaction of these aspirations of the pcasantry could
not decide the economic aspect of the Russian agrarian problem;
on the contrary, the repartitioning of land in itself might further
hamper the development and intensification of agricultural
production.

A peasant farm* is not only a producer but also a consumer of
agricultural products. Under Russian conditions peasant farms
cultivating less than 6 to 12 desyatin of land (depending upon
regions and number of family)f did not produce for the market
but, on the contrary, purchased some agricultural products in
order to satisfy the needs of their familics. Their money income
was derived not from their land but from work in domestic craft
industries or other trades, or from earnings outside their house-
holds. These categories of peasant farms, including not only ‘poor
peasants’ but in some regions also part of the ‘middlc pcasants’,
had a negative balance in agricultural production and were
interested not in high prices for the main agricultural products,
but, on the contrary, in low prices.

These peasant farms, with their existing quantity of land and of
labour and number of family, could not start on the way toward
intensified cultivation without changing their structure. Their
prevalence in some regions created agrarian over-population in
pre-revolutionary Russia, when it was considercd that over 20
million peasants would either have to migrate to less populated
regions, espccially Siberia,} or be absorbed in other economic
activities of the country. Only the withdrawal of this surplus
agricultural population could make possible the intensifying of

* We use the term ‘peasant farm’ instead of simply ‘farm’, because the
cconomic aspect of the majority of Russian pre-revolution ‘pcasant farms’
substantially differed from that of the farms in Great Britain or the U.S.A.

T See regional figures, Prokopovitch, Peasant Economy, p. 240.

+ The peasantry in over-populated regions persistently yearned to migrate
beyond the Urals, but up to the beginning of the twenticth century the Govern-
ment did not favour migration, and even during the last 20 years before the
revolutions, migration was not organized on a large scale but progressed very
slowly.
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agricultural production and increase the marketability of agri-
cultural products.

Under the existing conditions marketable agricultural products
were supplied mostly by the estates and by the larger peasant farms
and, to a much smaller extent, by ‘middle’ peasant farms.*
Distribution of the land of thc estates could not enlarget the
quantity of land in the possession of 15 million peasant farms so
substantially as to make them fit for intensified cultivation or
permit a substantial increase in the marketability of agricultural
products. On the contrary, distribution of the land of the cstatcs
among the peasantry, under the conditions then existing, would
lcad to an immediate decreasc in the market supply of agricultural
products until either the surplus rural population could be ab-
sorbed by other branches of economic activity and the average size
of farms increased, or until small farms could be combined to form
larger productive units which would be able to afford the use of
machinery, fertilizers, etc., and eliminate the division of acreage
into small strips of land. But both these methods depended upon
the development of industry, involving an increase of the in-
dustrial and urban population by the absorption of the surplus
rural population, not to mention the difficulties in changing the
traditional manner of production and consumption and the
peasantry’s whole outlook on life.

Such were the main political, social and economic aspeccts of
the agrarian problem which the Sovict Government inherited
from its predecessors.

Apart from these dcep problems, the decrease in agricultural
production during the war period (1914-17) created acute dif-

* The following figures give an idea, though not an accurate one (owing
to the conditional composition of peasant groups), of the role of different pro-
ducers in the total agricultural production of pre-revolutionary Russia (1913):

e -_I_Gross prod_\;:-l_ion E?rkffibls _ghrrai;; Percentage of
Million Million markctable
poods* % poods % gramn

Landowners 600 120 2816 216 470

‘Kulaks’} 1,900 380 6500 500 340

Middle and poor peasants | 2,500 50°0 369-0 284 147

Total 5,000 | 1000 [1,300'6 | 1000 26-0
* Pood=16-38 kg. 1 Well-to-do peasants.

t See figures about acquisitions of thc peasantry after the liquidation
of private ownership of land on page 22.
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ficulties in the supply of agricultural products.* The purchase of
grain at fixed prices was introduced as early as 1915, and in 1916
it was even decided to introduce compulsory levies of grain (khleb-
razverstka), though this measure was not carriecd out. After the
February Revolution of 1917 the Provisional Government decreed
a State monopoly of the purchase of grain,{ but did not actually
apply this decree and instead tried, by doubling prices for grain,
to induce the peasantry to supply it in the necessary quantity. It
was stressed, however, that if supplics were not increased volun-
tarily the Government would be obliged to apply military force.
Such was the tension with regard to the supply of grain a week before
the October Revolution (according to a statement of 16 October
1917 by the Minister of Food of the Provisional Government}).

The Provisional Government postponed the decision regarding
the main agrarian problem—the abolition of large estates—until
a constitutional Government had been cstablished. A few pre-
paratory measurcs began to be applied in the organization of rural
committees which would deal with the transfer of land from the
estatcs to the pcasantry. Consequently the Sovict Government had
not only to think of some solution of the principal agrarian pro-
blem, but also to find this solution in an atmosphere of growing
crisis in the supply of food to the urban and industrial population.

In order to win the political support of the peasantry, the
Bolshevik Party not only proclaimed as the aim of their policy
‘pcace and land for the peasant’, but, on the second day of the
October Revolution (26 October 1917),§ published a decree for
the liquidation of landed estates.

This decree established that: (a) private ownership of land by
cstate owners is herewith abolished without payment of any kind
of compensation; (b) all land belonging to estate owners, Grown
appanage estates, convents and monasteries, etc., with all their live-
stock, machinery, buildings and productive equipment, must be

* Mobilization of labour, decrease in production and import of agricultural
machinery and fertilizers, mobilization of horses for military neceds, and the
decline in the supply of consumer goods, resulted in a very considerable de-
cline in the production and marketing of agricultural products; the total sown
area was rcduced by 10 million desyatin (1914, 88-6 million desyatin; 1916,
8 million desyatin), gross production of grain declined from 7 milliard poods
in 19og—-13 to 6-9 milliard poods in 1916 and 5-1 milliard poods in 1917. Sec
details, Lyashchenko, op. cit. pp. 637-9; Prokopovitch, War and National Economy,

t Decree of 25 March 1917. } Lyashchenko, op. cit. p. 640.

§ According to the ‘old style’, or on 8 November according to the ‘new
style’, which we shall from now on use in all our quotations.
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transmitted to the provisional custody and administration (until
a Constitutive Assembly had been clected) of regional rural com-
mittees or to the district Soviets of peasants’ representatives;
(¢) all damage done to property confiscated from the estates would
be considered as a severe crime and would be punished according
to the law, as all confiscated property must, henceforth, be con-
sidered as belonging to the whole pcople; (d) land belonging as
private property to pcasant farmers must not be confiscated.*

Thus this decree aimed only at transferring the land and pro-
ductive equipment of the estates temporarily to the rural com-
mittees and district Sovicts until a legal and concrete form of
disposing of confiscated land and equipment would be established;
and only then was the actual distribution of confiscated land and
cstate property among the peasant communities and their members
to be carried out.

In reality, of course, the process of ‘liquidating’ the estates took
quite different forms. Regional rural committees and district
Soviets existed only in some places, and cven in those places the
‘clemental forces’ of the peasantry overpowered any organized
form of restraint in the ‘confiscation’ of the property of landowner
cstates.

In this liquidation of estates the social grievances of the peasantry
towards landowners very often played an even more important role
than economic interest, as the peasants very often burned and de-
molished the buildings and equipment of neighbouring cstates.
In the majority of cases, instcad of transmitting the property of
liquidated estates to the custody of committees and Soviets or
peasant communities mentioned above, there took place a crude
seizure and ‘distribution’ of property by individual peasants from
ncighbouring villages.t During this spontaneous ‘ confiscation’ of
the property of estates a great deal of property was destroyed and
livestock slaughtered.} The distribution of the land of estates also
took the form of crude partitioning of land by neighbouring peasant
communities among their own members without any organized
redistribution of the land among all the peasants of the district.

* This decree was supplemented by special detailed instructions including
the main principles on which ‘land rights’ must be based in the future; but as
these instructions, in this period, remaincd only ‘paper law’, we omit their
description here.

t Very often richer pcasants gained more from this ¢ confiscation’ of property
because they had carts and horses at their disposal whereas the poor peasants
had no transport facilities.

} Sce facts in B. Milyutin, Agrarian Policy of the U.S.S.R. pp. 84-6.

RSES 2
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For political reasons and owing to the absence of an admini-
strative apparatus subordinated to the Central Government, the
Central Soviet Government was, in gencral, during the first
months only a spectator of this primitive process of partitioning the
land of the estates, its main preoccupation being, during this
period, to procure food supplies for the urban and industrial
population.

However, as early as 19 February 1918 the Soviet Government
published the ‘Statutory Law concerning Land’. By this law all
land (including land belonging to individual peasants and peasant
communities) was proclaimed to be nationalized, and plots of land
were to be given for use to all Soviet citizens who were prepared to
work on them, the size of plots depending upon the number of
persons in the peasant households. In this law it was also stressed
that during the partitioning of land the organization of Kolkhozy
(collective farms)* should be encouraged; and in November 1918
the Sovnarkom R.S.F.S.R. allocated a special fund to finance the
organization of Kolkhozy. A further decrec of 14 February 1919
alrcady considered individual farm agricultural production as a
transitional form of production to last only until collective pro-
ductive units should be established (‘ Kommuns’, ‘artels’,t and co-
operative societies for joint tillage of land). In this policy of col-
lectivization not only economic but also political aims were being
pursued; as Lenin stressed at the Eighth Congress of Soviets in
Dccember 1920, ‘it must be remembered that the individual
peasants arc the stronghold of the capitalist roots in Russia’.} The
Decree of 14 February 1919 also decided that large State farms and
Kolkhozy must be created on the basis of the former intcnsively
farmed estates and the nationalized State land; and the right to
organize Kolkhozy by their own initiative was given to State insti-
tutions and industrial organizations in order to procure supplies for
persons working in these institutions and organizations.

At the Eighth Congress of Soviets in December 1920, measures
for the planned increase in the productivity of individual peasant
farms were suggested for the first time: peasants were asked to fulfil

* The Russian name ‘Kolkhoz’ cannot be adcquately translated into
English. Litcrally translated it means collective economy (kollektivnoie kho-
zyaistvo) of productive units of peasants which cannot be identified with the
farms in Great Britain or U.S.A. We shall in future use the term ‘ Kolkhoz’ and
will explain the organization of diffcrent forms of ‘ Kolkhoz’ later on.

t Artels are a special type of co-operative association; we shall explain this

later.
1 Lenin, op. cit. vol. xvi, pt. 1, p. 428.
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their obligations towards the State by tilling their land according
to the best example of economy offered by the ‘middle and poor
peasants’ in the district; to fulfil the requirements as regards the
structure and norms of sowing planned by the State bodies;
regional districts and local agricultural committecs were organized
which had to supervise the carrying out of measures for the planned
increase of the productivity of pcasant farms.

Such were the main principles guiding agricultural policy, as
they were expressed in decisions of the Soviet Government.

The other measures of the Sovict Government, affecting the de-
velopment of agriculture during this period, were interconnected
with its policy of procurement and distribution of food.

(a) The crisis in procuring supplies of grain for the town and
industrial population, which had already developed bcfore the
October Revolution, became rapidly much worse. The amount of
grain purveyed declined catastrophically from month to month,*
and in the summer of 1918 the supply of bread in Moscow,
Petrograd and many industrial and rural consuming districts was
so short that the population began to leave these places, and deaths
from hunger wcre frequent.}

The peasantry willingly divided the estates and their property,
but were quitc unwilling, in view of the catastrophic fall in the
purchasing power of money, to supply grain to thc State pur-
veyance institutions at the low prices fixed by law. The old
machinery of distribution had ceased to cxist and a new one was
only beginning to be organized, while transport difficultics grew
enormously. The result was that although there were sufficicnt
quantities of grain in the country as a whole, many large towns,
industrial and rural consuming districts had practically no
bread.}

* Tn November 1917 purveyance of grain by State purveying institutions
amounted to 641 thousand tons, in December dropped to 136, in January 1918
to 46 thousand tons, and in Junc 1918 the Central purveying organizations
could only get 2 thousand tons of grain.

t See description given by Lenin of the food situation in this period.
Collected Works, vol. xv, pp. 289, 316; vol. xvi, p. 262; vol. xv, pt. 1, p. 176.

1 Thousands of people went with bags full of all kinds of ‘exchange goods’
(old clothes, boots, watches, linen, etc.) to villages tens and even hundreds of
kilometres away in order to bring back food for their familics or for speculative
trade. These ‘bag-men’ (meshochniki) played a very considerable role in sup-
plying the town population with provisions. According to figures given by
Lenin they procured even more supplies than the State purveying organiza-
tions, Lenin, op. cit. vol. XxIv, pp. 509, 510.

2-2
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(b) The Sovict Government decided to overcome these dif-
ficultics by emergency measures whose form and character changed
many times. Herc we shall merely enumerate the most im-
portant.* On 13 May 1918 a decree declaring a State grain
monopoly was issued: all grain, except the grain needed for the
maintenance of the families of peasant households and for sowing
reserves, was to be delivered at fixed prices to the State purchasing
bodics; violation of this order was to be punished by imprisonment
up to 10 years with confiscation of property and expulsion from
the pcasant communities. But in spite of the danger of such severe
punishment peasants refused to deliver their grain and preferred
to hide it.

A decree of 11 June 1918 introduced the organization of ‘village
committees’ of poor peasants (Kombedy) who had to help the
State organizations to requisition grain from well-to-do peasants
(kulaks). As a reward for their support in the purveying of grain,
these Kombedy were entitled to a share of the supplies procured
and of the industrial goods distributed among the villagers.

By a decrce of 6 August and supplementary instructions of
20 August 1918, ‘dctachments of armed industrial workers and
poor peasants’ which carried out ‘purveyance’ of grain in various
districts, and which had before been organized spontaneously, were
sanctioned and centrally organized. These ‘detachments’ werc
armed and sent to districts where there was belicved to be a surplus
of grain in order to procure this grain at fixed low prices or, in case
of refusal, to confiscate it; a part of all the grain procured belonged
to the ‘detachments’, part of it was left to the local Kombedy, and
the rest had to be delivered to the State distributing institutions.
(The ‘detachments’ were also supplied with industrial goods which
they had to distribute among the peasants who assisted in collecting
the grain.)

Thesc armed ‘purveyance detachments’ comprised, in 1918-19,
between 20,000 and 45,000 men. On 21 April 1920 the ‘pur-
veyance detachments’ were abolished, and their task was taken

* To persons desiring to examine more closely the processes which took place
in the relations between the peasantry and the Soviet Government, we recom-
mend the literature marked in our bibliography on pp. 485, 487.

1 The ‘Kombedy’ were officially liquidated in November 1918, as they often
did not limit their activities to the purveying of grain but confiscated also
private property of well-to-do peasants and not infrequently of middle peasants
too; and in some districts their activity even caused the peasantry to rebel.
However, they continued to exist in some districts in 1919, but as private local
organizations of the poorest peasants.
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over by special military detachments of the ‘Kommissariat for
internal security and combat against counter-revolution and
speculation’.*

All these measures of the Soviet Government were carried out in
an atmosphere of ‘class war’ in the villages (under the political
slogan: ¢ With the support of the poor peasants, in alliance with the
middle peasants—fight against the “kulaks”!’), and in conditions
of civil war which ecither actually broke out in the more important
agricultural regions (in northern Caucasia, Ukraine, the Volga
districts, and Siberia), or separated these regions for many months
from the territories which were governed by the Sovict Central
Government.

The main results of all the measures of the Soviet Government
described above and of the intervention of the spontancous forces of
the peasant rising in the domain of agriculture were as follows:

(a) Private estates were liquidated, but their liquidation did not
take the forms prescribed by the decrecs of the Soviet Government
—the primitive forces of the pcasant rising proved more powerful
than the regulating and administrative power of the Sovict
Government. Distribution of the land of the estates was not carried
out in an organized manner. Land was directly taken possession of
by neighbouring pcasant communities and divided among their
members. Cascs of participation in the distribution of the land of
cstates by peasants who lived in districts far away from the estates
were very rare, and migrations of peasants from over-populated
regions to regions richer in land did not take place at all. Conse-
quently, peasants in different districts received very different shares
in the partitioned land of estates, according to the size of cstates
and the number of peasants in particular districts.

In most districts, land which had been bought by well-to-do
peasants as private property with the aid of the Peasants’ Bank was
also divided among the members of the neighbouring peasant
communities. In some districts even the land of peasants who had
left the peasant community after the Stolypin reform was taken
back into the common pool of the community and redistributed
among its members. However, with the exception of a few dis-
tricts only, a simultaneous distribution of all the community land
was not carried out. In the majority of districts only the ‘new’
land, consisting of that of the confiscated estates, the privately
owned land of well-to-do peasants, and the land of peasants who

* Stages in the Development of the Economic Policy of the U.S.S.R. pp. 48-9, 52.
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had left the community after the Stolypin reform, was redistri-
buted. Consequently peasants found themselves using, side by side
with their previous strips of community land, ‘new’ strips of land
reccived from the partition of the estates. The amount of this
additional ‘new’ land varied very much in different regions (from
8:5 to 50 %,, with an average of approximately 31 %,* of the amount
of land previously used by the pcasantry in a particular region).
On the whole, the land cultivated by the peasants increased per
head only from one-tenth of a desyatin to onc desyatin in different
regions.}

(6) Only on the fractions of land expropriated from the landed
estates were Sovkhozy (State farms) and Kolkhozy organized (in
1920 in R.S.F.S.R. there werc altogether 5,923 Sovkhozy and
10,426 Kolkhozy), and they received about 6-7 %, of the total
land expropriated from landed estatcs.

The Sovkhozy mostly included converted estates, on which
sugar, spirits and starch had been produced and other industries
working up agricultural products carried on, and other estates with
specialized agricultural production. The economy of the Sovkhozy
suffered very much from the lack of experience on the part of the
managing staffs (which consisted mostly of industrial workers and
revolutionary ‘intellectuals’), and from a tendency to make the
satisfaction of the necds of consumers, workers and employces of
the Sovkhozy the first object of production. Conscquently pro-
ductivity of the Sovkhozy and the marketability of their products
were very low.

Most of the Kolkhozy were organized by industrial workers and
artisans who left the towns and factories, by demobilized soldiers
and the poorest peasants, on the basis of former cstates or agri-
cultural machinery belonging to thesc cstates. Their aim was to
produce food almost exclusively to satisfy the needs of their mem-
bers, and they did not play any significant part in the supply of
food to the State distributing institutions.

(¢) Peasants who disposed of their marketable surplus of food
were unwilling to deliver food to the State purchasing bodies as,
under the cxisting conditions of a catastrophic decline in the pur-
chasing capacity of money and the supply of industrial consumer
goods, these deliverics were practically gratuitous. Food was pro-
cured by compulsory methods in an atmosphere of ‘class strife’

* ‘Ten years of Soviet power in figures (1917-27)°, Journal of Statistics,

1923, I-11, p. 138,
1 Collected volumes under general title, Land, vol. 1, pp. 29-31.
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with the kulaks, i.e. with the peasants who, together with the
owners of the estates in pre-revolutionary Russia, were the main
producers of marketable agricultural products.

By means of compulsory methods the amount of food distributed
increased and the acute difficulty in supplying the town and the
industrial population was partly overcome,* but the peasantry
from whom the food was taken replied to these mcasures by re-
ducing the production of foodstuffs.

(d) As a result of the processes described above there took place
a great decline in the output of agriculture. The sown area, gross
yield of crops and the number of livestock declined.f

Table 2
a B Sown area | Gross yieid :)_fq No. of 1:1_0. of -No. of sil—(-cp_
in million crops in horses in cattle in | and goats in
desyatin | million poods |  millions millions millions
1909-13 831 3,850 - — -
1916 79'0 3,482 315 499 809
1917 79'4 3,350 - - -
1920 62:9 2,082 254 391 498
1921 583 1,689 23'3 36-8 184

Apart from this great reduction in agricultural production there
also occurred a reduction in the marketable surplus of agricultural
products—the number of well-to-do peasant farms with large dis-
posable surpluses considerably decrcased and at the same time the
number of consuming pcasant farms increased. Apart from these
underlying economically rcgressive processes the consequences
of the mcthods of compulsory procurement of agricultural pro-
ducts created, in some rural districts,} a difficult situation as regards
food and the prospects for the future development of agricultural

* Purveyance of grain by the State purveying organizations amounted in
1916-17 to 5081 million poods; in 1918-19, 107°9; in 1919-20, 212'4; in
1920—1, 367-0; Collection of Statistical Figures of the U.S.S.R. 1918-23, p. 424.

+ These figures do not refer to all territories of the U.S.S.R. but only to
territory on which the Census of 1920 was carricd out and the same territory
for other years. Collection of Statistical Figures of the US.S.R. 1918-23, pp. 123,
131, 137, 146.

1 In some districts, suffering from periodical droughts, in which special
seeds had to be used and reserves of grain had to be kept as an insurance against
the occurrence of drought years, these reserves were confiscated by procurement
‘detachments’ as grain surplus to the current consuming needs of the peasantry
in these districts. See figures for the amounts of purveyed grain from the districts
which were affected by the famine of 1920-1, B. Milyutin, Agrarian Policy of the
US.S.R. p. 132.
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production, and also resulted, in some districts, in the rebellion of
the peasantry.

In 1920 these processes were further aggravated by a very con-
siderable failure of crops which affected fifteen regions with a
population of over 20 millions and resulted in the notorious famine
in the Volga districts in 1920-I.

The situation in agriculture therefore called imperatively for
a change in some of the principles and methods of carrying out
the agrarian policy and distributing agricultural products.

3. INTERNAL AND EXTERNAL TRADE

As regards internal trade the policy of the Soviet Government was
merely to start by introducing State control over the activities of
privatc trade in the key branches of trade, without immediate
nationalization.* Control by the workers, introduced by a decree
of 14 November 1917, aimed at controlling not only the production
but also the sale and purchase of goods and raw materials. Along-
side the workers’ control of trade, it was also intended to introduce
a State monopoly of trade in the most important goods and pro-
ducts. But in actual fact, this policy of allowing the co-existence of
private trade and the system of workers’ control and State mono-
poly was not realized in trade any more than it was in industry:

(a) The central power was not always able to enforce on local
authoritics the practical interpretation of its policy. These local
authoritics very often imposcd monetary levies on representatives
of the trading class, with the thrcat of confiscating the goods in
their shops if these levies were not paid. Persons who refused or
were unable to pay the amount of the contribution were often
detained as hostages until the contribution was paid by relatives
or tradc associations. Consequently, many businesses closed down,
cither owing to the lack of liquid capital or for personal reasons.
Many shops were closed owing to shortage of the goods in which
they traded. There were many cases of goods being confiscated by
the local authoritics because the owners of stores and shops were
accused of hiding goods and holding them back for speculative
purposes, and of obstructing the orders of the authoritics. A rapid
risc in prices, duc to inflationary processes in State finance and to
a decreasc in the output of all kinds of goods, speeded up the
destruction of the fabric of internal trade.

* Lenin, op. cit. vol. xx, pp. 87-go.
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() A State monopoly of trade in particular goods was intro-
duced without any systematic, previously conceived plan. It was
introduced as soon as difficulties arose in the trade in particular
goods;* State monopoly in the autumn of 1918 already embraced
all the most important goods and products, and the basis for com-
plete nationalization of trade was thus practically established.

(¢) But in spite of these mcasures, in the first years of the exist-
ence of Soviet power the free market was not liquidated, and private
trade legally existed in all goods and products which were not
monopolized by the State. In this period, consumers’ co-operatives
cven continued, de facto, to work under the direction of their pre-
revolutionary central organizations. However, the ficld of action
of private and co-operative trade became steadily more limited,
and that of State monopolics, methods of barter and centralized
distribution by the State was steadily extended.

A decrec of 21 November 1918 instituted the nationalization of
all trade. And so ended the period of the co-existence of private
and State trading. The Food Commissariat (Narkomprod) was
entrusted with the purchasc of all articles of personal and house-
hold consumption.

The decree provided for the sctting up of a network of State and
co-operative stores and distribution centres with a view to the
supply and distribution of all consumer goods. Wholesale stores and
retail shops of co-operatives were to be left under the direction of
co-operative organizations, but controlled by the Narkomprod.
Industrial commodities destined for mass consumption were to be

* On 30 November 1917, a State monopoly was introduced for agricultural
machinery and implements; on 16 December 1917, for all textiles; on 27
December 1917, food commissions of the Soviets were ordered to take over the
whole matter of food supplics; on 15 January 1918, the gold trade was madce a
State monopoly; on 7 March 1918, a State monopoly was introduced for
matches, candles, rice, coffce and pepper. On 13 May 1918, a decrec was
published concerning food dictatorship’, onc of its clauses (Clause g) running
as follows : ¢ All those who possess surpluses of grain and fail to bring them to the
delivery points, as well as those who squander their grain resources in the pro-
duction of home-distilled spirits, are to be proclaimed encmics of the people
and handed over to revolutionary tribunals, and those found guilty to be
sentenced to imprisonment for not less than ten ycars.’” This decree gave
emergency powers to the Food Commissariat with regard to compulsory de-
liveries of grain and other agricultural produce, empowering it to apply armed
force. Further, on 11 October 1918, the Food Commissariat ordered the taking
over of stocks of chocolate, cocoa and their substitutes. On 13 November 1918,
the S.E.C. decreed that all leather and hides be placed at the disposal of the
State. On 14 November 1918, the purchase and distribution of oil seeds were
monopolized.
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dclivered by the respective departments of the S.E.C. to the pur-
chasing organs of the Narkomprod. The latter had to carry out the
distribution of all foodstuffs and general consumption goods thus
delivered through the intermediary of the wholesale and retail
distribution network of the State and co-operatives. Co-operatives
were to serve not only their members but all the population in their
districts.

By a decree of January 1919 all sales of grain were prohibited,
and compulsory distribution of cereals and fodder was instituted.
Soon afterwards the sale of industrial crops was also forbidden and
their compulsory assessment from peasant households decreed.
We have described above the organization of the purveyance of
agricultural products. Here we would only like to stress that in
spite of the fact that trade in foodstuffs was proclaimed illegal and
although the authoritics tried to stop the practices of the ‘bag-
men’ (meshochniky; sce above, p. 19) by setting up special armed
‘pickets’ along all lines of communication, ‘bagging’ continued
until the policy of ‘War Communism’ was abandoned, as the
authoritics were unable to provide the urban and industrial popu-
lation with a sufficient quantity of foodstuffs. Throughout this
period of nationalization of trade, this ‘bagging’ was the only form
of ‘commerce’ alongside the direct barter in which the urban con-
sumers and the peasants engaged at the focal illicit markets.*

The supply of the population with the available necessaries of life
was carried out on the basis of a ration-card system, involving class
differentiation. At first there existed neither unified basic rations
nor ration categories extending over the whole country. At the end
of 1918 four ration catcgories were introduced (with very different
supplies of food for the different categories t). Later on, the number
of categories increased, and by 1920 there were thirty different
categorics of population as regards the supply of consumer goods.
By decrees of 14 and 24 January 1920 the cxisting thirty categories
were abolished and replaced by five. In 1920, 35 million people
were supplied through the centralized State machinery. (The
peasantry was not supplied with foodstuffs, except in some regions
where the predominant crops were industrial raw materials.)

* In 1918 groups of workers and employecs were temporarily permitted to
send their representatives to the villages for the purchase of food for their needs;
afterwards cven this was prohibited, but from time to time certain groups of the
population were permitted to transport up to 1} poods of food for their own use.

1 For example, the first catcgory was supplied with 35 1b. of bread per
month, the fourth category only with 12 1b.
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As we have seen above, the production of industrial goods and of
food decreased to such an extent that the quantities available for
distribution were very limited, particularly as a considerable part
of the available supplies was to be allocated to the Red Army en-
gaged in civil war. Consequently, the civil population could not
be regularly supplied with even the most limited quantitics of
manufactured goods. Some goods disappeared completely as far
as the mass of the population was concerned.

It must also be remembered that, during this period, only about
one-ninth of the present European territory of the U.S.S.R. was
not directly affected by the civil war and not cut off by the front
line from the territories governed by the Central Soviet Govern-
ment.

The result of all this in internal trade during the period of ¢ War
Communism’ was as follows:

(a) Internal trade, in the strict sense of the word, simply did not
exist in the U.S.S.R. An attempt was made to organize forcible
deliveries of agricultural products, to centralize the distribution of
industrial commodities of mass consumption in the hands of the
State distributing organs, and to distribute all foodstuffs and in-
dustrial commodities on a ration system with a ‘class’ basis.

(b) The whole network of trade relations established in the pre-
revolutionary period was destroyed (with the cxception of a part
of the co-operative system which survived).

(¢) As far as capital employed in private trade was concerned,
it was a period of confiscations, requisitions and suppression of
trade. Private trading in goods or money by private capital
practically ceased to exist.

(d) Money, prices and credit ceased to play their usual role in
trade. The rouble lost its purchasing power so rapidly that the
population ceased to calculate exchange value in money and tried
to use different kinds of goods as exchange ‘money’ (see bclow,
chapter on Public Finance and Money). At the end of 1920 and
the beginning of 1921, payment for foodstuffs and necessarics sup-
plied by ration was abolished, as was payment for the use of post
and telegraph services, rationed supplies of fuel, lodgings, com-
munal services, newspapers, medical supplics and some other
goods and services.

(¢) Such an organization of the internal market could cxist only
as an emergency measure, in order to ensure distribution of the
very scarce supplies of necessaries, in conditions of civil war and
during the early stages of the development of the new admini-



28 MAIN FEATURES OF ECONOMIC POLICY

strative apparatus of the State. But this system did not offer any
new means of securing the economic recovery of the country which
was so desperately needed. It was no more than a temporary
solution and had inevitably to be replaced by a new organization
of internal trade, and it is well known that N.E.P. (the New
Economic Policy) was first applied in the organization of internal
trade.*

The internal market, in this period, was nearly completely
isolated from the foreign market:

(a) On 29 December 1917 the Sovict Government issued a
decree establishing a system of licences for exports and imports.
The trade organizations which had existed before the Revolution
were permitted to carry on forcign trade, but only on the basis of
licences issued by the Forcign Department of the Commissariat of
Trade and Industry. Foreign tradc without licence was to be
treated as smuggling. This intcrmediate form of organization
proved as unworkable when applied to foreign commerce as it did
in internal trade. It existed for only four months before being
replaced, under a decrce of 22 April 1918, by a system of State
monopoly of foreign trade. According to this decree all foreign
trade was nationalized and was henceforth to be conducted only
by the appropriate department of the ‘Soviet for Foreign Trade’.
The object in introducing the State monopoly of foreign commerce
was, in the words of its creator (L. Krasin): ‘The Red Army must
defend our country against possible military attacks. The monopoly
of foreign trade must repulsc all economic and financial interven-
tion from abroad.’

(b)) The monopoly of forcign trade enabled the Soviet Govern-
ment to excrt control over all export and import transactions. It
could not, however, protect the U.S.S.R. from the indirect eco-
nomic and financial intervention of foreign countries. The blockade
of the U.S.S.R., which was introduced by the Ententc after the
conclusion of the Treaty of Brest-Litovsk, was only lifted on
16 January 1920. The financial blockade, which took the form both
of a refusal by leading French, English, American, Scandinavian
and Estonian banks to take part in any credit transactions in-
volving the U.S.S.R. and of a refusal to accept payment, even in
Russian gold money, continued up to the middle of 1921. This
blockade, together with the lack of export goods at the disposal of

* For a detailed description of the measures for and processes in internal

trade during this period see literature mentioned in the bibliography, p. 485.
t Krasin, Problems of Foreign Trade.
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the Soviet Government, resulted in the almost complete cessation
of economic intercourse between the U.S.S.R. and the rest of the
world.

(¢) The volume of exports declined heavily and imports were
limited to emergency purchases to mect the needs of the army and
relief supplies for the civilian population.

The course of foreign trade in this period is shown by the figures
for exports and imports from 1913 to 1920 (in millions of roubles,
1913 value) given in Table 3.

Table 3

‘ Exports l Imports Balance
1913 1,520°1 1.374°0 + 14601
1914 8350 1,109°0 —274.0
1915 2740 8700 —596:0
1916 2370 862-0 —b250
1917 137°0 8o2-0 — 6650
1918 7'5 611 — 536
1919 o1 30 — a9
1920 14 287 — 273

In this period, therefore, forcign trade underwent the same
process of deterioration as had the other branches of economic
activity.

4, PUBLIC FINANCE, CREDIT AND MONEY

Devclopments in the domain of finance during this period provide
another striking instance of the way in which reality moulded itself
in forms quite different from those which the leaders of the Soviet
Government had in mind. Lenin, in full accordance with Marxist
teaching, shared the view that onc of the first mcasures of the
Socialist Government must be the centralization in the hands of
the State power of control over credit. He stressed that without the
nationalization of thc banks a rcgulation of economic lifc was
impossible.* But nationalization of the banks was not meant as the
confiscation of the assets of the banks, or as the confiscation of
private property deposited at banks. It was intended simply as a
means for establishing real control over the banks and their
activities. By thc nationalization of banks ‘the State will be
enabled first to review all the main money transfers, later to control

* Lenin, op. cit. vol. xx1, p. 164.
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them and further to regulate economic life, and finally to receive
millions and milliards for big State financial operations without
having to pay “commission” to the capitalists for their services’.*

Lenin further stressed that ‘ the big banks represent the potential
State apparatus which we need for putting Socialism into practice
. . .we must utilize this excellent apparatus, and make it even more
integrated and all-embracing. One State Bank with branches in
cvery rural district, in every factory—that is already nine-tenths
of the Socialist apparatus. A general State accounting, and a
general measurement by the State of the output and distribution of
goods—that, it can be said, is a skeleton of a socialistic society.’ T

According to these premises in the economic programme of the
Party it was intended that the banks should be nationalized and
merged into onc Central Bank, and that commercial secrecy should
be abolished. But the liquidation of the banks which did, in fact,
take place was not originally intended. The programme of the
Party also proposed: (1) the discontinuation of further issue of
currency in order to stabilize the price level; (2) the reorganization
of taxation by introducing a system of progressive income and
property tax and a high indirect tax on luxuries.}

iven in April 1918 (after the actual measures of the Government
and developments in finance had already sharply deviated from
the assumptions of the Soviet Government) Lenin stressed the fact
that the main attention was now to be paid to the organization of
strict accounting and control, and to raising the productivity of
labour: ‘Wec must convert banks into a unified apparatus for
accounting and regulating the socialistically organized economic
lifc of the country....We must not forget that all our radical
reforms will be unsuccessful if we do not achieve success in our
financial policy.’§

Such were the main aims of the Party as regards financial policy.
The measures actually taken and the course of events were quite
different. As we shall proceed to show, the Soviet Government
inherited the following situation as regards public finance and the
currency:

(a) During the war successive State Budgets had showed heavy
deficits, which had been met partly by the issue of notes and partly
by loans (Table 4). As early as 1915-16, the State Budget deficit

* Lenin, op. cit. vol. xxi, p. 166.

1 Lenin, op. cit. vol. xxi, p. 260.

+ Finance and Credit of the U.S.S.R. p. 63.

§ Lenin, op. cit. vol. xxm, p. 18; vol. xxx, p. 379.
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amounted to over 759, of total expenditure, and by 1917 it had
risen to 81-7 %,.

Table 4. State Budget (in millions of roubles)

ir Revenue Expenditure Dcl‘;i—t Note issue
1914 2,961 4,859 1,898 1,283
1915 3,001 11,562 8,561 2,670
1916 4,345 18,101 13,756 3480
1917 5,039 27,607 22,568 16,403

(b) After the February Revolution of 1917 the printing press
began to work very intensively. On 1 March 1917 the amount of
paper currency in circulation was 9,950 million roubles (as against
1,630 in July 1914). In October 1917 (on the eve of the October
Revolution) it was already 18,917 million roubles. That is to say,
during the eight months of the existence of the Provisional Govern-
ment the note circulation almost doubled.

(¢) Prices, which were trebled between 1914 and February 1917,
rose during the following cight months to a level nearly cight times
higher than that of 1913. The price index was as follows: 1-00 in
1913, 3-02 in February 1917, 7:55 on 1 October 1917, and 12-85
on 1 November 1917. Consequently the Soviet Government in-
herited an alrcady high inflationary financial situation.

(d) The Soviet Government inherited a very large and scattered
nctwork of credit institutions. The chief place was occupied by the
State Bank, by mortgage banks for long-term credit (twelve big
banks and a few smaller ones), commercial joint-stock banks for
short-term credit (forty-six banks with 822 branches and agencies,
including thirty-three abroad), and over 1,000 mutual credit com-
panies. This credit system, in many of its aspects, differed from
those in the other great Europcan States, but it is unnecessary to
describe these differences here. We will only stress the fact that the
State Bank, in some respects, fulfilled the functions of a Central
Bank, directed the credit policy of the whole Russian banking
system, and had great influence on it, but at the same time its
operational basis was not private deposits but public deposits and
gold reserves; two big mortgage banks (the Nobles’ Land Bank and
Peasants’ Land Bank) were closely interconnected with real cstate.
Joint-stock banks were very largely dependent on foreign capital
(in 1914 over 40 %, of the joint-stock capital of cighteen big banks
belonged to foreigners) and were closcly associated with large-
scale industry. Mutual credit companies worked with small in-
dustries and businesses. Consequently none of these banks, nor the



32 MAIN FEATURES OF ECONOMIC POLICY

whole network of banks, could be considered as the prototype of a
Central Credit apparatus which could be used for ‘general State
accounting. . .as a skelcton of a socialistic society’. Considerable
reorganization would be necessary before the credit system could
be used in this way.

Therefore the nationalization of banks, in the very first tran-
sitional period, had political rather than economic aims. The
example of the Paris Commune which did not ‘expropriate the
expropriators’ served Lenin as a warning of the danger which
might face the Revolution if the banks were left in the hands of the
‘bourgeoisie’. *

In accordance with the above-mentioned political and cconomic
aims the only object of the first measures of the Soviet Government
with regard to the credit system was to establish rcal control over
the banks:

(a) On the second day of its scizing power the Soviet Govern-
ment posted a military guard at the offices of the State Bank, but
when a few days later the Soviet Government ordered the manager
of the bank to place 20 million roubles at the disposal of the
Government the manager refused to obey this order, and when it
was repeated he called a meeting of the staff of the bank at which
it was decided to refuse the demand of the Sovict Government and
to start a strike. The Soviet Government replied to this by occu-
pying the offices of the bank by military force on 20 November
1917, appointing a commissar of the Government to take the place
of the manager, and inviting employees willing to collaborate with
the new management to continue their work. Commissars of the
Soviet Government were also appointed heads of many branches
of the State Bank. Thus, in order to break at once the opposition
of the bank personnel hostile towards the new regime, the State
Bank was de facto taken over under the management of com-
missars appointed by the Soviet Government.

However, it was still hoped that it would be possible to establish
some collaboration with private bankers. Private banks were per-
mitted to draw a certain fixed sum every week from their balances
at the Statc Bank on condition that this sum would be used for
financing industrics, and that the State would have the right of
exercising control over the credit transactions of private banks. This
control aimed, first of all, at preventing private banks from using
their resources for political purposes (against the regime and

* Lenin, op. cit. vol. xm, p. 163.
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against the economic measures of the Soviet Government) and pre-
venting possible concealment of capital or transfer of capital abroad.

(b) In the event, this attempt of the Soviet Government to
collaborate with private banks proved to be very short-lived.

The decree of the Sovnarkom S.5.S.R. of 12 November 1917
stated: ‘Private banks are closed. Employees and managers still
come to the banks, but they do not open the doors of the banks to
the public. Workers cannot be paid their salaries because the banks
refuse to pay the cheques of factories’; and the decree ordered the
immediate reopening of banks (on 13 November) and the carrying
on of business as usual, stressing that ‘If banks would not reopen
and cheques were not paid, all managers and members of the
managing boards would be arrested and Commissars would be
appointed in all banks. . .to secure order military guards will be
posted at all banks.”*

Commercial secrecy was abolished. Payments from current
accounts were limited to a certain sum in order to prevent large-
scale withdrawals of deposits, but this limitation affected only
deposits which were made before 1 January 1918. All sums de-
posited after that date could be disposed of freely.

All these measures, however, proved unsuccessful, and Lenin,
in his speech at a meeting of the All-Russian Central Executive
Committee (V.Ts.I.K.), gave the following justification for the
necessity of immediate nationalization of private banks:

In order to establish control over banks we invited bankers to col-
laborate. Together with them we worked out measures to which they
agreed. They agreed to receive funds on condition of full control over
their accounts by us. But among the employees of the banks there were
some to whom the interests of the people were dear and they said to us:
‘They (the bankers) are deceiving you, hurry to suppress their criminal
activities, aimed at doing you harm.. . .” We know that this is a compli-
cated measure [the taking over of banks]. None of us, even those who
are experienced in economics, will be able to carry it out. We shall
employ experts, men who are experienced in such work, but only after
we have the keys in our hands. After that we can even consult ex-
millionaires. . .we wished to proceed on the path of agreement with the
bankers, we provided them with loans for the financing of industries,
but they started sabotage on an unprecedented scale, and experience
has compelled us to adopt other measures.}

On the morning of 27 December all private banks in Petrograd
were occupied by military detachments, and the evening of the

* Finance and Credit of the U.S.S.R. p. 67.
1 Lenin, op. cit. vol. xxi1, p. 143.

BSES 3
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samec day V.Ts.I.K. accepted the decree for ‘nationalizing the
banks’.

(¢) By the decree of 27 December 1917, banking was declared
to be a Statec monopoly, all private joint-stock banks and banking
houses were merged in the State Bank,* to which were transferred
their assets and liabilitics as well as the temporary managements of
private banks. It was stressed that the intcrest of the small de-
positor must be fully protected. On the same day the inspection
of safes was decreed. Safes were to be opened by owners in the
presence of inspectors, all money found was to be deposited on
personal current accounts in the State Bank, and gold coin or
bullion was to be confiscated. On 29 December 1917 payment of
coupons and dividends was discontinucd and the transfer of sharces
prohibited.

On 26 January 1918 were decreed confiscation of all joint-stock
capital of private banks and its transfer to the State Bank, annul-
ment of all bank sharcs and the payment of their dividends. Other
credit institutions, however, continued to exist up to the end of
1918 and some even up to the middle of 1919, as they were not
considered to be politically dangerous and the Government had its
hands full with the organization of the liquidation of big banks and
could not sparc the personnel even for formally taking over the
numecrous credit institutions. By the middle of 1919 the nationali-
zation of all banking institutions was completed and all private
banks were merged in the State Bank, renamed the People’s Bank.
The Credit Chancellery and the Department of State Treasury
were also absorbed in the State Bank.

All private insurance companies were also first put under State
control and were liquidated at the end of 1918; insurance was
proclaimed a State monopoly.

In January 1918 all State loans and foreign loans were annulled
cxcept for bondholders who owned not more than 10,000 roubles in
internal Statc loans (they reccived the right to exchange these
State loans for a new State loan of the R.S.F.S.R., but in reality
this loan was not issued, and they were only credited by corre-

* ‘The Nobles’ Land Bank and the Peasants’ Land Bank were abolished as
carly as 8 December 1917 as a conscquence of the nationalization of land.

1 In November-December 1918 joint-stock land banks, mutual credit
socicties and city public banks were liquidated; municipal and regional credit
socicties were abolished only in May 1919. On 2 December 1918 the liquidation
of forcign banks and the nationalization of the Central co-operative institution

(Moscow Pecople’s Bank) were decreed—the latter being rcorganized as the
co-operative section of the State Bank.
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sponding sums on their accounts), and in December 1919 all
regional (zemstva) and municipal loans were also annulled.

(d) Thus the nationalization of all credit institutions by the
State and the concentration of all credit transactions in the People’s
Bank were formally achieved. But this ‘nationalization’ took place
together with the ever-growing process of development of a moncy-
less* economy and swift inflation which undermined the very basis
of credit transactions and gradually led to the actual fusion of the
activities of the Pecople’s Bank with those of the Commissariat of
Finance. This deprived the People’s Bank of its credit functions
and converted it into a kind of State Central Clearing Office.

By the decree of 19 January 1920 the People’s Bank was liqui-
dated and its assets and liabilities were transferred to the Gentral
Budgcting and Accounting Department of the Commissariat of
Finance, which had to carry out the few remaining credit trans-
actions. ‘The only institution which, at any rate in outward
appearance, kept the form of a bank, was the so-called co-opcrative
section of the People’s Commissariat of Finance, formed out of the
former Moscow Narodny Bank; but even this institution, which
prescrved some feeble connexion with the old credit system, was
liquidated in the beginning of 1922.’t

In the domain of public finance and money the chief develop-
ments were as follows:

(a) In the first months of the cxistence of the Soviet Government
an attempt was made to collect the previously existing taxes and
levies, and even in 1918 work was carried out for the adaptation
of the old taxation system to the ncw conditions. But as the
‘nationalization’ of all branches of economic activities as well as
the depreciation of money proceeded very rapidly, this source of
State revenuc played a very insignificant role.

From the very beginning of the existence of the Sovict, State
methods of laying the representatives of the ‘bourgeoisie’ under
contribution were widcly used by the central and local Sovicts and,
during the first period, this source provided considerable sums.

* The financing of all nationalized entcrprises was carried out by non-
repayable grants from the Statec Budget. All production of entcrprises was
handed over gratis to the appropriate Glavki and Tsentra (Central departments
of the S.E.C.) and all settlements between Soviet enterprises and institutions
were carricd out without money transfer, by means of hook entries. The decrec
of 15 June 1920 even prohibited moncy payments among Sovict enterprises and
institutions. Owing to the continuous depreciation of money the population

shunned money exchange more and more and resorted to barter.
t S. S. Katzenellenbaum, Russian Currency and Banking, p. 152.
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Only in April 1918 did the Commissariat of Finance try to stop
such levies on the initiative of the local Soviets, as this ‘undermined
the sources of local as well as of State revenue’.* Other sources of
revenue from taxation were extraordinary taxes. By the decree of
30 October 1918 the ‘extraordinary Revolution tax of 10 milliard
roubles’ was put into operation and was levicd on the better-
off scctions of the urban and rural population. The decrec of
31 October 1918 ‘ concerning extraordinary revolution taxes, to be
set up at once by local Soviets for the satisfaction of their needs’,
authorized local Soviets to introduce extraordinary taxes in order
to cover their budget deficits. These extraordinary taxes served as
very substantial sources of revenue for the local Soviets, but in the
revenuc of the State Budget they played a very insignificant role.}

The main source for covering the expenditure of the State was
the issuc of money, and as disintegration of the money economy
proceeded very rapidly, the raison d’étre of imposing money taxes
also diminished. By the decree of 8 February 1921 the collection
of money taxes was discontinued.

(b) Since the money revenuc of the State Budget from taxation
covercd only a small fraction of State cxpenditure, the Soviet
Government had recourse to the printing press, without any formal
dcclaration as to the extent of the issuing rights; and by the decree
of 15 May 1919 it was permitted to issue as much money as was
actually required for the national economy} (sce Table 5). The

Table 5
T i(cv::—r):(:_ N Ex;)c;ldi-ture _--Be—ﬁcit Issuc
milliard roubles| milliard roubles | milliard roubles | milliard roubles
1917 50 27:6 226 16-4
1918 156 467 311 335
1919 49'0 215'4 166-4 1642
1020 159:6 1,2152 1,055'6 9436
1921 4,139°9 26,0768 21,9369 16,375°3

designs of notes were changed many times, and in spite of the fact
that money was expressed in the same units as before, the popula-
tion, for psychological reasons, attributed a different purchasing
power to different designs, some being considered ‘better money’

* Finance and Credit of the U.S.S.R. p. 75.

1 Instead of 1o milliard roubles the above-mentioned ‘ extraordinary revolu-
tion tax’ brought the State Budget, up to the middle of 1919, only 1-5 milliard
roubles, and, owing to the rapid depreciation of money in the meantime, the
real value of this sum declined very considerably.

1 Katzenellenbaum, op. cit. p. 6qg.
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than others. Gresham’s law, in this curious way, was operating as
between different issucs of paper money. Apart from the moncy
issued by the Central Government, money was also issucd by dif-
ferent Governments which were at war with the Soviet Govern-
ment and even by the local authoritics of some regions.

(¢) The rate of depreciation of the rouble outstripped the rate
of issue; this was due to the rapid decrease in the quantity and
turnover of marketable goods and products, to the rapid growth
of a moneyless economy, and to such psychological factors as the
reluctance of the population to accept constantly depreciating
money as a measure of value and its preference for barter, especially
on the part of the peasantry.

Consequently the real revenue of the State Budget from the
issue of money constantly decrcased. The real value of all the
circulating media (calculated on the basis of the index numbers of
commodity prices—1913=100) was:* 2,200-6 milliard roubles on
1 November 1917; 488-5 milliard roubles on 1 July 1918; and only
29-1 milliard roubles on 1 July 1921; and the real monthly revenue
extracted by the Treasury from the note issues shrank from 163-1
milliard roubles in November-December 1917 to 56 milliard
roubles in the first half of 1921—in the last months of this period
the real value of issue hardly covered the expenses of printing and
organizing the distribution of the notes.

Disintegration of the monetary system proceeded so rapidly that
at the end of this period paper money ncarly ccased to serve as a
measure of value and as a unit of accounting. In some districts the
population cven used different commodities as a means of exchange.

The programme of the Russian Communist Party, adopted at
the Eighth Party Congress in March 1918, visualized that though
during the transition from Capitalism to Gommunism the abolition
of money is impossible, the gradual extension of moneyless settle-
ments among enterpriscs monopolized by the State will ‘prepare
the ground for the abolition of money’. ‘ Moncyless scttlements’
acquired very great dimensions during the last ycars of this
period,t and therc even arose a projcct to replacc moncy by a

* Prof. L. N. Yurovsky, Currency Problems and Policy of the Soviet Union,
pp. 27, 28.

t By the decree of 2 May 1918 Soviet undertakings and institutions were
asked to deposit all their money in the People’s Bank or in the State T'reasury
and make all payments by means of drafts and cheques; by the dccree of
13 August 1918 all money transactions among Soviet enterpriscs were to be
done by book entries. The decree of 6 January 1920 extended this practice to
co-operative undertakings, etc. See details, Yurovsky, op. cit. pp. 32-3.
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stable unit of account in the form of a Labour Unit, but this pro-
ject was not carried out and had no practical consequences which
would deserve description in a summary survey.*

(d) Asrevenue from taxes and from the issue of money furnished
less and less resources for the State Budget, requisitioning, taxes in
kind and goods and products received from the nationalized enter-
prises began to play a great role in the State Budget. Taxation in
kind (prodrazverstka) and requisition of grain, cattle and other agri-
cultural products, as well as goods received from nationalized
enterprises, were the Soviet Government’s main sources for the
supply of rationed products and goods to the population. If we
also remember that the supply of factorics with raw materials was
carried out free of charge, that payments of wages and salaries
were to a great extent made in kind, that free trading in grain and
other commodities was prohibited, that in 1920 rationed goods
were distributed free of charge, and that no charge was made for
some State and communal services and dwellings—it will be clear
that the sphere of money circulation became very limited and
money gradually ceased to serve not only as a measure of value and
unit of account but also as a circulating medium and means of
payment.

The Soviet Government tried to rcgulate prices,f and all
‘purchases’ by the State and distribution of goods, as far as they
were carricd out on a monetary basis, took place at fixed prices.
But these prices lagged so far behind the actual prices of the illegal
frec markets that they served only as a purely conventional means
for the calculation of the total amount of different kinds of trans-
ferred goods.

Thus, in the domain of credit, public finance and money the
mecasures of the Soviet Government, in this period, mostly took the
form of emergency measures, influenced by the gencral aims of
nationalization of credit and the struggle with the ‘better-off’
class, by the opposition to these aims of former governing bodies
and personnel of the credit system, and by the developments which
took place in industrial and agricultural production and on the
internal market. The inherited financial system was destroyed, but

* Sce description of these projects: Yurovsky, op. cit. p. 34; Arthur Z.
Arnold, Banks, Credit and Money in Soviet Russia, pp. 106-10.

t In January 1918 a ‘committee for price regulation’ was created whose
duties were the fixing of prices for commodities, the distribution of profit among
trading cnterprises, and the definition of the expenditure of the trade turn-over.

This was the first attempt to regulate prices; it remained only an attempt
without practical consequences.
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the newly established system had only an emergency character and
could not be used for the task of restoring the productivity of the
national economy—for this purpose it would be necessary to build
up quite a new system for which not even the main institutions of
the financial system of this period and the form of their activities
could be used as building material.

5. LABOUR

The same divergence between aspirations and the actual course of
events was seen in the domain of labour in this period.

The intention was to organize the participation of the large mass
of the workers in the control and management of the national
economy, to put into practicc the most progressive legislation and
raise the productivity of labour on the basis of the conscious cffort
of the worker who ‘from now on works for himself’. All labour
legislation, during the first year of this period, was inspired by
these aspirations.

By the decree of 27 November 1917 there was instituted control
by elected representatives of the workers over the activitics of all
enterprises. In all enterprises councils of workers and employces
were to be clected, whose duty it was to look after the supply of
fuel and raw material, normal production and fulfilment of orders,
to control the activities of the managing boards and, at the
same time, to help them in the organization of production and
distribution.

Lenin visualized workers’ control as a training of the workers
in the management of enterprises, as a ‘step towards Socialism’.*
It was also thought that Trade Unions, though not directly inter-
vening in the management of enterpriscs, would help in the
organization of production by sclecting cadres of managers,
strengthening labour discipline and supporting, from ‘below’, the
fulfilment of the orders of the management.}

The most progressive labour laws were promulgated. The decree
of 11 November 1917 instituted an eight-hour day and limitation
of overtime, prohibiting night work for women and for juveniles
up to the age of sixtcen, and underground work for women and for
juveniles under eighteen. On 14 November 1917 new principles
were introduced in the workers’ insurance scheme which were

* Lenin, op. cit. vol. xxi1, p. 451.
1 Party Resolutions, pt. 1, pp. 346, 378.
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intended to cxtend insurance to all workers and employces without
exception, to cover by insurance all losses through incapacity for
work and unemployment, to introduce the payment of full wages
in case of disablement, to organize complete administration of all
insurance organizations by the insured persons, and to charge all
the cxpenses of insurance on the enterprises. Further decrees of
13 and 31 December 1917 extended the bencfits of insurance
assistance in case of unemployment, sickness, pregnancy; by a
decree of 14 June the right to two wecks holidays after a year of
work and up to one month for workers in unhcalthy occupations
was instituted. The decrees of 31 January and 2 June abolished
private employment agencies, and instead instituted recruitment
of labour through labour exchanges, organized by Trade Unions
at the local Soviets. These decrees also laid down rules for the
approval of collective contracts, rates of wages, and conditions of
work.

However, all this legislation remained mere aspiration and did
not materialize.

(a) Workers’ control, where it was introduced, did not limit its
functions to mere control ; more often the workers’ committees took
the management of cnterprises into their own hands, which,
through lack of expericnce and appropriate staff, led to the dis-
organization of industrial management. The breakdown was the
combined result of opposition and sabotage by former owners and
administrative personnel, the ‘revolutionary antagonism’ of the
workers towards the representatives of the ‘old regime’, and
anarcho-syndicalist tendencics among the workers, who very often
considered the enterprises in which they were working as from now
on exclusively belonging to themselves and placed their group
interests above those of society. The workers became masters of the
situation, factories and enterprises were in their hands, but they
regarded them, especially during the first period of the Revolution,
without any connexion with the whole national economy. On the
contrary, they had an idea of industry as of a sca from which limit-
less wealth could be pumped without harm to it, not distinguishing
between cxisting stocks and current production of their own
factory.* ‘Railwaymen considered that the railways must belong
to them as their property, and the workers in the factories had the
same idea.. ..Central committees of railwaymen, water-transport
workers and factory committees took over the administration of

* Herald of Labour, 1920, no. 3, p. 91.
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their respective enterpriscs.’* ‘ We have introduced workers’ con-
trol by law, but it (the idea) has hardly begun to penctrate to the
life and even to the minds of the mass of the proletariat.’f

(6) Instead of a rise in the productivity of labour there began
a process of rapid decline and dcterioration in labour discipline.
Delays and absentceism in industry amounted in 1919 to 191
working days, i.c. 65 %, of the total working days in a year, and the
productivity of labour declined to about 28 %, of the annual and
47 % of the hourly productivity of 1913.}

This decline in the productivity of labour was due to the
deterioration in labour discipline and in organization, in the
supply of fuel, raw materials and tools, to the rapid decline in
the standard of living of the workers, and to the absorption of the
most intelligent and energetic workers into the newly created ad-
ministrative apparatus of the country.

Owing to the hardships cxperienced by the urban population
and the population of industrial districts with regard to food, fuel,
transport facilities, etc., there took place a great exodus of workers
from towns back to the villages. Russian industrial workers, even
during the last decades before the Revolution, did not completely
sever their ties with the villages. A large number of them repre-
sented only the first generation of ‘immigrants’ from the villages;
only in some branches of industry did the majority of workers con-
sist of ‘hereditary industrial workers’. Consequently, when living
conditions in the towns became harder, masses of workers returned
to the villages, where they participated in the distribution of the
land of landed cstates, in the organization of Kolkhozy and
Sovkhozy, in the organization of productive co-operatives, in the
formation of ‘workers’ detachments’ for the support of the pur-
veyance of agricultural products, and in handicraft industry.

The town population, in 1920, was reduced by 33-4 %, in com-
parison with 1917, and in Moscow and Pctrograd it was reduced
by 582 % (by 2,326,000). Part of the town population was ab-
sorbed by the army, but the main mass of them went back to the
villages.§ Owing to this exodus of industrial workers to the villages

* Collected volume, The October upheaval and dictatorship of the Proletariat,
Pp. 103—4. t Lenin, op. cit. vol. xx1, p. 451.

1 Rozenfeld, op. cit. p. 330. Detailed description of the labour conditions
in this period is given in a work by Strumilin, Wages and Productivity of Labour
in Russian Industry in 1913-22.

§ 299 of the workers of the engineering industry and about 29-34 Y% from
the textile industries left for the villages (Markus, Labour in a Socialist Society,

Pp. 104, 107).
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and their absorption in the army and in administration, and owing
to the considerable decline in the productivity of labour, there
arose a curious situation. In spite of the rapid decline in industrial
production there was a great shortage of labour; there were more
offers than demands for jobs on the labour exchange.* There even
arosc the necessity of mobilizing some categories of workers and
prohibiting them from changing their place of work and, with the
development of civil war, of introducing industrial conscription.

(¢) The labour code promulgated in December 1918 instituted
obligatory work for all citizens between the ages of 16 and 50 with
the freedom to choose their occupation but with an obligation to
accept any work in case of uncmployment; unemployed workers
could be transferred to any place of work according to the demand
for labour. The code also instituted an obligatory standard of pro-
ductivity of labour for all workers and reward for work, not only
in money but also in kind by the supply of necessities.

In December 1918 registration and mobilization of all technical
personnel were introduced. In January 19rg specialists in agri-
culture, as well as railwaymen, workers in water transport, and
employces of some central institutions, werce declared mobilized.
On 29 January 1920 a law introducing conscription for all labour
was promulgated. Strict limitations were imposed on changes of
occupation and place of work, and all persons trying to shirk work
were to be considered as labour deserters liable to prosecution.
Special labour armies were organized and directed by central
governing bodies of Soviets of Labour Armies. In general, by the
end of this period, labour was conscripted, militarized, and at-
tached to the place of work; ‘ Labour, like industry, was national-
ized.’t

Some of the lcading members of the Soviet Government,
especially Trotsky,} saw in these labour armies and the conscrip-
tion of labour not a temporary expedient called for by the emer-
gency of civil war and the deterioration of all the productive sources
of the country, but a new, pecrmanent form of organization of labour
in a Socialist society. When the civil war and the war with Poland
came to an end, some of the labour armies were demobilized, some
restrictions on changes of place of work and occupation were lifted,
and enrolment for work was re-established on the basis of labour

* See Markus, op. cit. p. 106.

1 Rozenfeld, op. cit. p. 135; see also Markus, op. cit. p. 95; Stages in the
Economic Policy of the U.S.S.R. pp. 270-1.

1 Trotsky, Collected Works, vol. xv, p. 180.
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contracts. But the militarization of labour as well as other restric-
tions on the freedom of labour were not completely abolished until
the introduction of N.E.P.

(d) The programme of the Communist Party, accepted at the
Eighth Congress of the Party in March 1919, referred to wages
policy in the following pronouncement: ¢ While aspiring to cquality
of remuneration for all kinds of labour and to total communism,
the Soviet Government cannot consider as its task the immediate
realization of this equality at the present moment when only the
first steps are being made towards the transition from Capitalism
to Communism.’* In reality, however, equalization of reward for
different kinds of work did take place during this period. Reward
was, in actual fact, not related to qualifications, skill or kind of
work performed by a worker in spite of the fact that there cxisted
formal wage schedules. According to data given by Strumilin
wages of workers of the 12th category amounted to 232 9%, of those
of workers of the 1st category in 1917, in June 1917 it was only
119 %, and in the first part of 1921 only 102 %; in other words,
they were then ncarly equal.t

As the purchasing power of money declined very rapidly,
money remuncration began to play a much less important part
in the total ‘wages’ of workers than the supply of bare necessitics
in kind. As carly as the end of 1917 the supply of rationed goods
made up 6-2 9, of total wages, in the sccond half of 1918 wages
in money made up 72'1 %, and wages in kind 27-9%,, and in the
first quarter of 1921 wages in money amounted only to 6:3 %,
whereas payment in kind provided 93-7% of total wages.}
According to data given by Markus, in 1918 rcal monthly wages of
industrial workers (including supply of rationed goods, communal
services and other rewards in kind) alrcady amounted to only
409 % of the wages of 1913.§ During the later period deterioration
in real wages continued. Very often workers had recourse to illegal
production of all kinds of goods from raw materials bclonging to
the factories, during their normal working time, in order to sell
these goods privately and thus increase their income.

Thus the wage policy of this period was influcnced not by any
fixed principles but by the emcrgency situation, by the necessity
of distributing the scarce, available supplies of necessities among all

* Party Resolutions, pt. 1, p. 300.

1 Strumilin, op. cit. p. 35.

+ Stages in the Economic Policy of the U.S.S.R. p. 274.
§ Markus, op. cit. p. 20.
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workers engaged in production without regard to their different
qualifications and skill. And, of course, all the aspirations ex-
pressed in the labour legislation of the first year of this period
(restriction of overtime, holidays, insurance, etc.) remained for the
time being only intentions, not real possibilities.

Nor did this period crecate any new, practical form of organization
of labour which could be used during the coming period of restora-
tion in the productivity of the national economy.* On the con-
trary, the forms of organization of labour processes during the last
ycars of this period proved to be only emergency forms which had
to be changed under normal conditions of economic development.

6. GENERAL PLANNING

The comparison that has been made between measures taken by
the Sovict Government and the actual course of events makes it
evident that during this period the conditions did not exist for the
application of planning in cconomic development. All the cfforts
of the Statc institutions were concentrated on restoring some kind
of system in the administration of nationalized industries, trans-
port, credit, ctc. Nevertheless, attempts to organize institutions for
planning were made from the very beginning of the period, and as
some of these institutions continued to exist and played a con-
siderable role in the administration and planning of the national
cconomy in the subsecquent period, we must at least register them
in our summary survey.

In the chapter on industry we have already mentioned the
organization of a Supreme Economic Council in the very first
months of the cxistence of the Soviet Government. The S.E.C. was
intended ‘to work out the gencral patterns and plans for regulating
the economic life of the country’, and so to serve as a central organ
for regulating and planning the whole national cconomy. In
reality, as we know, it became merely a central institution organ-
izing the administration of nationalized industries, and its activities
were concentrated on the management of separate key branches of
industry. During this period not even a general plan was worked
out by the S.E.C. for the whole of industry. The activities of the

* Embryos of socialist forms of labour, so-called ‘subbotniki’ (voluntary
work by groups of workers on Saturdays in order to accomplish some urgent
task), expressed the new approach of workers to labour, but did not provide any
practical example of a new form of organization of labour.
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S.E.C. in this period, in principle but not in scope, were similar
to those of the People’s Commissariats of Agriculture (Narkom-
zem), Food (Narkomprod) and Labour (Narkomtrud).

An attempt to co-ordinate the interdepartmental activities of
different institutions dealing with production and distribution was
made by organizing, at the beginning of 1919, a ‘ Commission for
Utilization’ (Komissiya Ispolzovaniya),* whose duty it was to
draw up plans for the allocation of all available goods and factory
output between supply of the population and army, export and
reserve stocks. But under the then existing conditions the activities
of the Commission werc absorbed, not by the allocation of goods
and output according to plans worked out beforchand, but by the
distribution of available goods and output according to the most
urgent needs of the moment. Itis true that plans for the utilization
of available supplies of particular goods were prepared; but the
discrepancies between plans and achicvements were so con-
siderablet that it could not be called planned utilization.

At the Eighth Congress of the Party in March 1919 a fresh
attempt to create an organ for the central co-ordination of the
activitics of economic Commissariats was madc by instituting a
Council of Labour and Defence (S.T.O.) which was to function as
an economic commission attached to the Sovnarkom R.S.F.S.R. At
the same time Regional Economic Councils (Ekoso) were instituted
for the purpose of co-ordinating the activitics of the rcgional
branches of the different Commissariats. But these institutions,
too, limited their activities to attempts at co-ordinating the ad-
ministrative orders of different Commissariats and their local
branches, and not even an attempt was made to plan the develop-
ment of the country’s economy as a whole. Such an attempt was
made for the first time only in 1920 in the famous ‘Goclro’ plan
(a State plan for the clectrification of Russia).

In the instructions for the composition of this plan it was stressed
that: ‘Together with the current, urgent task of organizing trans-
port, climinating crises in the supply of fuel and food, and organ-
izing disciplined labour armies, there arises for the first time the
possibility for Soviet Russia to approach a planned economic con-
struction, on the basis of a scientific preparation and putting into
practice of a State plan for the whole national economy.’

This plan already embraced plans for the reconstruction of

* It was instituted by the decree of 21 November 1918, but began to work
only at the beginning of 1919.
t Sce Stages in the Economic Policy of the U.S S.R. p. 99.
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industry, agriculture and transport, worked out jointly.* There
arose many controversies about this plan among members of the
Party, and the following quotation shows what deep differences in
opinion existed among the then most influential Party members on
some of the principal questions of economic policy. Stalin, in his
lctter to Lenin, wrote concerning the Goelro plan:

Excellent book. Masterly draft of a rcally unified and truly states-
manlike cconomic plan without inverted commas. You remember last
year’s ‘plan’, proposed by Trotsky, for the ‘economic resurrection’ of
Russia on the basis of application of the labour of the mass of unskilled
peasants and industrial workers to the fragments of pre-war industry.
How pitiable, how backward in comparison with the Goclro plan!
A medieval handicraft man, who considers himself an Ibsen hero
[Trotsky], who is called upon to ‘save’ Russia by an old saga....And
what is the earthly use of the tens of ‘unified plans’ which so often, to
our shame, appcar in our press—the babble of preparatory schoolboys.
...And another one, Rykov [Rykov was Chairman of the Council of
Pcople’s Commissars during the whole period of N.E.P.] with his
philistine ¢realism’, who continues to criticise Goclro, being completely
sunk in routine.. . .7
This quotation shows what a deep antagonism of opinions existed
already at this time between Stalin, Trotsky and Rykov, and
throws an carly light on the struggle against the opposition within
the Party which emerged later.

But the Goelro plan, in this period, was only a plan; it began to
be introduced into practice only during the period of N.E.P., to-
gether with the activities of the State Planning Commission
(Gosplan) which was instituted on 22 February 1920 and also
developed its activitics only during the subsequent period of re-
storation of the national economy. During this period there existed
neither an institution in which gencral plans of development
could be claborated nor an apparatus for the exccution of plans.
Of course, the various economic Commissariats and institutions
worked out their current plans of activity but, as one author
rightly stressed, ‘the existence of a multitude of independent
economic plans in reality meant the absence of a unified plan for
the national cconomy, i.e. the absence of “planning”’.f Only
during the following period did Gosplan begin to function as a
central planning institution, and conditions were gradually created
for putting into practice the principle of planning.

* See details in Plan of Electrification of R.S.F.S.R.
t Lenin, About Electrification, p. 66.
+ Kritsman, The Heroic Period in the Russian Revolution, p. 115.
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CHAPTER III. MAIN RESULTS OF THIS PERIOD

The general results of this period can be formulated as follows:

(1) During this period the Sovict Government succceded in gain-
ing control of the ‘commanding heights’ of the national cconomy.
Large-scale industries, transport, banks, foreign trade, the main
branches of the distributive system, municipal services, and cven
large private houses were taken over by Central Government insti-
tutions or by their local branches or local Soviets. Private capital
almost ccased to cxist, means of production were nationalized,
financial capital was partly confiscated, and the remainder lost its
valuc owing to the depreciation in valuc of the currency.

(2) While the consequences of the over-centralization of in-
dustrial administration and distribution were mainly negative,
some foundations were laid for a new national economic apparatus.
Some State institutions had accumulated experience in adminis-
tering the key branches of industry, transport and distribution, in
mobilizing manpower and in departmental planning.

(3) But the measures taken and the institutions sct up succceded
neither in creating the conditions needed for a rise in the pro-
ductivity of the national cconomy nor cven in stopping the decline
in it; on the contrary, they undoubtedly contributed to the destruc-
tion of the productivity of industry and agriculture, the deteriora-
tion in the transport and distributive system, and to the reduction
of the productivity of labour.

(4) The main material resources on which the country lived
during this period were provided not by fresh production but by
existing stocks of raw materials, unfinished and finished goods
inherited from the pre-revolution period, by compulsory requisi-
tioning of agricultural products and by confiscation from the
‘bourgeoisie’.

(5) The decline in the productivity of industry and agriculture
did not cease but, on the contrary, increased in the last year of this
period, although the civil war had ended. Conscquently the de-
privations, hardships and discontent of the mass of the population
grew.

(6) Hopes of a revolutionary change of the capitalist system in
other countries in the near future vanished.*

* During the First Congress of the National Economic Councils, which took
place from 26 May to 4 June 1918, Lenin stressed that: ‘We do not close
our eyes to the fact that we cannot achieve a socialist