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E molti si sono immaginati repubbliche e principati, che non si sono mai visti né
conosciuti essere in vero; perche elli ¢ tanto discosto da come si vive a come si
doverebbe vivere, che colui che lascia quello che si fa per quello che si doverebbe
fare, impara piutosto la ruina che la preservazione sua: perché uno uomo, che
voglia fare in tutte le parte professione di buono, conviene rovini infra tanti che
non sono buoni. Onde & necessario a uno principe, volendosi mantenere,
imparare a potere essere non buono, et usarlo e non usare secondo la necessita.

N. Machiavelli, I principe, par. 15

C’est le marxisme, non le bolchevisme, qui fonde les interventions du Parti sur des
forces qui sont déja la gt la praxis sur une vérité historique. Quand, dans la
seconde moiti¢ du XIX' siécle, Marx passe au socialisme scientifique, cette idée
d’un socialisme inscrit dans les faits vient cautionner plus énergiquement encore
les initiatives du Parti. Car si la révolution est dans les choses, comment
hésiterait-on & écarter par tous les moyens des résistances qui ne sont
qu’apparentes? Si la fonction révolutionnaire du prolétariat est gravée dans les
infrastructures du capital, ’action politique qui ’exprime est justifié¢e comme
I’Inquisition par la Providence.

M. Merleau-Ponty, Les Aventures de la dialectique
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Introduction

I.I THE LITERATURE ON WAR COMMUNISM

A large number of scholars have been concerned with the history of war
communism in the Soviet Union. Broadly, two interpretations have
emerged. The first, which originated in the twenties, when the
political implications of the revolution were still being worked out, tends
to focus on the ideological origins of the new system. The second, which is
the result of a cooler perspective on past events, tends to emphasize the
emergency character of the economic measures adopted in connection
with the civil war and relegates the ideological aspect to ex post facto
rationalizations.

A characteristic of the first kind of interpretation is the lack or scattered
nature of evidence to prove the point of ideological bias or inspiration of
the economic policy adopted in the early years of the revolution. There is
no systematic scrutiny of the Marxist literature produced before and after
the revolution, and whenever any attempt in this direction is made, the
reader is confronted with limited excerpts and with a literal in-
terpretation of the content, deprived of historical perspective. Economic
policy is often confused with declaration of principles. Vice versa,
excessive focus on emergency as the immediate cause of all measures in the
economic field tends to a neglect of the impact of the ideological
framework which conditioned the number of possible choices and
produced a bias in the evaluation of effective choices.

These remarks apply to the Western as well as to the Soviet literature.
A peculiarity which is common to both is the emphasis on a single
explanatory key for all sorts of events affecting economic organization,
either the Marxist ideology incarnated in the party leadership or the civil
war interpreted as an exogenous, objective factor conditioning economic
choices. What is striking in the Soviet literature is the sacrifice of a
dialectical interpretation of the continuous changes which characterized
war communism in all fields, in favour of a deterministic approach resting

1



2 Introduction

on the assumption of Lenin’s exclusive role and infallibility. The Stalinist
purges of the thirties, which removed from the political scene most of the
communist leaders of war communism, thus depriving history of their
specific contributions, partially explain the bias that even modern Soviet
literature maintains on this subject. But there is an additional element.
The effort to build an epic of the Soviet revolution, emphasizing its success
and minimizing its mistakes, corresponds to the need of intellectuals who
have not renounced the Marxist credo to identify themselves with those
pages of history full of enthusiasm, sacrifice, idealism and hope, which,
after the ideological crisis opened by the repudiation of the Stalinist
period, still maintain the appeal of a unifying element for the several sects
of Marxist derivation, whensoever their divorce from Soviet orthodoxy
may be dated.

Because of an opposite ideological bias, as well as of partial information
and lack of adequate methodology, most of the Western literature places
a particular emphasis on Lenin’s impact on economic choices, leaving in
the shade the influence of the economic leadership as well as the traditions
and legacies of the Russian economy and society. Study of the actual
working of the new Soviet system suggests that both sympathizers and
opponents tend to attribute too much to Lenin and to the hasty pamphlet
activity which preceded and accompanied the Red October, rather than
focusing attention on the Russian Marxist ideology as such, which was the
filter through which an entire new political leadership screened the
immediate goals and the means to attain them. The myth of the leader is
likely to obscure the complexities of the decision-making process and
transform it into something coordinated, harmonious, predetermined
and unidirectional; in fact, most decisions were the result of a precarious
compromise between antagonistic drives and the ephemeral mirror of an
anxious search for stability and consolidation of power in a shifting
context.

A further difficulty which the literature has not yet been able to
overcome is that of discriminating between immediate goals of the
government’s policy and a proclaimed orthodoxy of Marxist principles
used as charisma to gain uncr\itical consensus. This practice, which still
strikes many observers as analogous with religious attitudes, should not
lead us to take for granted the dogmatism of the choices, but should rather
be an incentive for confronting concrete issues with their immediate
objectives and constraints and an incentive to evaluate in such a
perspective the process of decision-making. The Party Congress debates
which remained quite alive even during the most acute phases of the civil
war, bearing no analogy with the miserable conformism of the Stalinist
period and the present mode, are more instructive for a correct appraisal
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of the alternatives than is mere reference to the ideological matrix of the
protagonists, though the latter must not be disregarded.

This survey of the literature on war communism is an experiment in the
search for bias — though possibly it is not going to cancel out the bias of the
author — rather than a comprehensive scrutiny of the existing works on
this topic.*

1.2 SOVIET LITERATURE

Two approaches may be distinguished in the Soviet literature on war
communism. The first focuses on the heroic performance of the re-
volution, on the originality of the Soviet system, on the coherence of the
‘ensemble’ of policies aimed at the rapid construction of socialism. The
alternative approach, developed in the thirties, tends to appraise the
features of war communism as a forced temporary break in the Leninist
plan of construction of socialism, due to exogenous factors like civil war
and foreign intervention. Recent access to archive materials seems to have
provided support for the extension and deepening of both interpretations.
On one side, some of the literature has tried to find additional arguments
to distinguish even more sharply than before the first months of Soviet
power from the crucial period of civil war, by identifying in the former
policies an anticipation of NEP. On the other side, the axiom of the
exogeneity of civil war has been questioned by a subtle reading of
Bolshevik policies which focuses on their ideological roots. Thus a thesis of
the continuity of the policies which ended up in the organization of the
war communism economy emerges. The novelty of this approach in
Soviet literature, combined with the availability of archive documents,

*For a broader panorama on Soviet revolution as viewed by some minor, though keen
observers, the reader may find of interest the following: L. Pasvolsky, The Economics of
Communism, New York, 1921, who focused on the gap between theory and reality in some
fields, like income distribution (p. 16); J. Lescure, La Révolution Russe et le Bolchevisme, Paris,
1929, who grasped that the essence of war communism was the logic of distribution (p. 222);
N. Zvorikine, La Révolution et le Bolchevisme en Russie, Paris, 1920, for whom the Bolshevik
doctrine has never been implemented, nor had the government any principles (p. 211); P.
Ryss, L’ Expérience Russe, Paris, 1922, who was impressed by the Bolsheviks as true children of
Russia, psychologically estranged from the Marxian evolutionary theory and convinced
that the light would come from the East (pp. 119-20). For both G. Welter, Histoire de la
Russie Communiste 1917-1935, Paris, 1935 (p. 97) and D. Gavronsky, Le Bilan du Bolchevisme
Russe, Paris, 1920, coercion rather than persuasion was the necessary issue of the Bolshevik
doctrine; for G. Aleksinskij, Les Effets économiques et sociaux de la Révolution Bolcheviste et son échec,
Bruxelles, 1920, the backwardness of the country was the main hindrance to efforts to
improve economic standards (p. 20). L. H. Guest, The Struggle for Power in Europe
(1917-1921), London, 1921, p. 81, gives a description of Communist Party members as
picked soldiers enjoying considerable privileges, but called to volunteer for dangerous and
disagreeable duties.
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opens a new perspective not only on war communism, but also on the
origins and nature of the Soviet system.

The most important theoretical synthesis of the war communist system
is the Ekonomika perekhodnogo perioda (The Economics of the Transformation
Period), written by Bukharin, a direct protagonist of the revolution, and
published early in 1920. Bukharin emphasizes the impact of a given stage
of development on economic organization with regard to methods of
management and means of labour discipline. Rationalizing the Russian
experience, he affirms that the initial phase of the revolutionary process is
one of destruction, which corresponds to the seizure of the strategic points
of the economy. The break-up of the former system into a number of
factory-committees is the outcome of the political struggle for power.
Such a phase is a necessary one, since the bourgeoisie and the technical
intelligentsia have no interest in the reorganization of production. But
this system is not the best from a technical point of view. In wartime,
argues Bukharin, one-man management is the most concrete and
condensed form of proletarian administration of industry. One-man
management should not imply restriction of class rights or reduction of
the role of class organizations. Likewise, the replacement of the principle
of electivity from below by the principle of selection from above of the
managerial staff should not be a hindrance to the further development of
a collective—socialist form of management and control of economic life.
This is because the dictatorship of the proletariat is the guarantee that
leaders may not go beyond the functions they are expected to perform on
behalf of the proletariat.! But, how would a society based on the methods
of war communism during the transition period evolve towards a socialist
society, where no coercion will be needed and the highest form of
‘administration of things’ will replace the ‘administration of people’?
Bukharin envisages such a development, but does not explain why and
how it should occur. The most serious shortcoming of the Ekonomika is its
failure to draw a clear distinction between the disequilibrium period and
the period following theinstallation of equilibrium. In Marxist terms, this
deficiency, which has been stressed by one of the most serious studies of
Bukharin’s personality,2 would be regarded as a product of his use of a
mechanist, non-dialectical method.?® The following excerpt is an
example:

The transformation of the process of creating surplus value into a process of
systematic satisfaction of social needs finds its expression in the regrouping of the
relation of production, in spite of the formal maintenance of the same place in the
hierarchical system of production, which, as a whole, bears a different character,
the character of the dialectical negation of the capitalist structure; and which
leads in so far as it destroys the social caste character of the hierarchy, to the
abolition of the hierarchy as a whole.*
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There is no place in Bukharin’s concept of the process of ‘systematic
satisfaction of social needs’ for the possible evolution of the new relations
of production into institutions endowed with their own rationality and,
consequently, no place for the potential development of antagonism
between them. Thus, for Bukharin, the crux of the matter becomes one of
correct methods of management and training for administrative tasks:

in further phases of development, insofar as the positions of the working class as a
ruling class have stabilized themselves and insofar as a secure foundation for a
competent administration of industry has arisen the base of which is already a
group of selected workers-administrators, insofar as, on the other hand, the
technological intelligentsia turns back like the lost son into the process of
production, insofar does the function of administration separate itself from the
function of schooling for this administration.®

The problem of constructing an alternative society thus becomes only a
technical problem. Since Bukharin does not see the possibility that the
interests of workers as such may not coincide with the goals of their
managers, that is, since his analysis rules out the possibility of this or any
other form of antagonism occurring in the new system and becoming the
possible catalyst of future evolution (or revolution), the only dynamic
element capable of transforming the negative power of the proletarian
anarchy into a conscious will is the coercive power of the state. In order to
transform the spontaneous disequilibrium process caused by revolution
into an equilibrium phase, a social and conscious regulator is needed,
through which commodities are transformed into products.® There are
two reasons for coercion in the transition period. First, a re-education
process is required to eliminate the residuals of the former individualistic,
non-proletarian mentality, and the harshness of this process is pro-
portional to the former social status of those concerned. Second, the lack
of unity of the proletariat necessitates a process of revolutionary
education, in the sense of a steady raising of the working class to the level
of the vanguard. Bukharin argues that the presumption of the unity of the
working class may be held only in theory, whereas, in practice, the
imprint of the capitalist commercial world is such as to affect even wide
circles of the working class and its vanguard. Coercion must be imposed
on the working class from outside, while self-discipline applies within the
party.” Bukharin does not see that, by taking his own theory to its logical
conclusion, the party is bound to become a new caste. The separation
between ends and means is taken for granted. Bukharin admits that
freedom of personality (svoboda lichnostr)® will exist only in the communist
society. In the mean time:

From a broader point of view, i.e. from the point of view of a historical scale of
greater scope, proletarian compulsion in all its forms, from executions to
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compulsory labour constitutes, as paradoxically as it may sound, a method of the
formation of a new communist humanity from the human material of the
capitalist epoch.?

How long the transition period will last, Bukharin does not say. The
legacies of the former system which made it easier for the revolution to
succeed — a weak state apparatus, the limited diffusion of capitalism, the
agrarian economy and military defeat— turn out to be the major
hindrances to its further development. In a tragic anticipation of the
ideological grounds for the Stalinist policy of the thirties, Bukharin
affirms that the large peasantry which helped the proletariat to gain
victory is going to be the greatest obstacle in the period of construction of
new productive relations.!®

The ideological requisites of the new society are the only novelty of the
revolution in the first phase. Bukharin maintains that the tasks of the
proletariatin power are not dissimilar to the tasks of the bourgeoisie in the
phase of expanded reproduction: frugality with all resources, and so
systematic utilization and maximal centralization, since capitalism has
already prepared the specific methods of labour organization.!! Bukharin
agrees with Kritsman’s periodization of the revolutionary process into a
sequence of ideological, political, economic and technical phases. This
periodization puts the emphasis on the process of formation of the
‘consciousness’ of the working class as the future leading class. The
revolution of technical methods, the change and rapid improvement of
the rationalized social techniques, come later.!? Conversely, Bukharin
reproaches Tsyperovich, a prestigious Russian trade unionist, for having
misunderstood the originality of the new system. Against Tsyperovich’s
focus on the continuity of the new organization with respect to the former
bourgeois system, Bukharin stresses that ‘our productive associations are
a completely different organizational apparatus’ and that ‘they have
grown up on the skeleton of the dead, decayed, disintegrated capitalist
apparatus’ (Bukharin’s italics).!* The problem of filiation of the new
institutions from the former is not explored, because Bukharin considers
the political and ideological dimension as the ultimate check on the
correspondence of institutions to revolutionary goals. The mutual
influence of structure and superstructure, which was a most powerful tool
of analysis in Marxism, is lost completely in the post-revolutionary
accounts of Soviet history.

Bukharin’s approach was not an isolated one among the Bolsheviks.
His essay was carefully read by Lenin, who praised several parts of it,
including the chapter on extra-economic coercion.!* Nor was any
significant disagreement expressed on Bukharin’s appraisal of war
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communism from the ranks of the communist leadership. In reality,
Bukharin’s conclusion on the need for coercion was the logical outcome of
the rejection of the Marxian method of analysis as a useful tool for the
understanding not only of the functioning of capitalism, but also of the
transformation period following the revolution. Bukharin (but he was not
the only one) interpreted the change of power as the crucial element of the
new system, whereas Marx assumed the transformation of social re-
lations, i.e. the change of power, to be the consequence of the
development of the productive relations, i.e. the final phase of a process of
growth. The extemporaneous nature of the Bolshevik Revolution with
respect to the Marxian hypothesis did not bring about an explicit revision
of Marxism, but rather an adaptation of it to the Russian reality. Any
phenomenon which did not fit the model of a new society intended first of
all as the negation of capitalism was interpreted as a residual of past
behaviour, mentality and feelings. These residuals were not considered
the expression of real relations, but mere appearances of them. The
chapter on the economic categories of capitalism in the transition period
is an instructive indication of such an approach to the Soviet economic
system. This chapter was written in collaboration with Iu. Piatakov. The
authors rejected the possibility of making use of the concepts of
commodity, value, price and wage in the economy of the transition
period. The argument was as follows: the commodity as a category
presupposes the social division of labour, or its fragmentation, which
imply the lack of a conscious regulator of the economic process. To the
extent that the irrationality of the production process disappears, that is a
conscious social regulator takes the place of spontaneity, the commodity
loses its commodity character and turns into a product.’ About value the
authors argued in a different way. The law of value presumes a state of
equilibrium. Value is the law of equilibrium of the ‘anarcho-mercantile’
system. Therefore, it is not adequate in the period of transition, when
commodity production disappears and there is no equilibrium. It follows
that price becomes a form deprived of content, a pseudo-form, totally
detached from value. This fact is connected with the collapse of the
monetary system. Money as such goes through a process of self-negation.
Inflation and the distribution of money tokens independent of, and
inversely proportionate to, product distribution are expressions of the
annihilation of money, which ceases to be the general equivalent and
becomes only a conventional and highly imperfect sign of product
circulation. The wage keeps only its external, monetary form, which will
disappear together with money. Since wage labour disappears through
the transformation of the working class into the dominant class, workers
will receive, not a wage, but an allocation proportional to the contri-
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bution of their work to society. Bukharin’s conclusion is that as the
natural (i.e. non-monetary) system of economic relations grows, the
corresponding ideological categories will also explode and it will become
necessary to go over to a natural economic type of reasoning.'¢

Bukharin offers a rationalization of the economic organization of war
communism, but not a convincing one. No hint is given about the new
rules or regulators which society has to employ to get things done. He
mentions the conscious social regulator taking the place of the anarchy of
the market, a sort of planning board, but no attention is paid to the
criteria by which production, supply and distribution should be regulated
to satisfy the needs of society.

In the postscript to the German edition of his book, Bukharin declared
that he had not been writing an economic history of Soviet Russia, but a
general theory of the transition period. Therefore the principles stated in
the Ekonomika did not need to be revised in the light of the new economic
policy undertaken after war communism. ‘I openly admit (said Bukharin
in polemics against German Social Democracy) objectively speaking, the
inevitably destructive effect of the revolution as such.’!” The central point
of Bukharin’s essay was, in fact, the ‘negation’ side of the revolution.
However, evidence for this had been abundantly drawn from the Soviet
experience, the generalization of which could not but provide a very
strange model of the first phase of the revolution. The postscript, written
in December 1921, reduced the effective significance of Bukharin’s essay.
‘When he wrote the Ekonomika, Bukharin believed that the phase of
transition represented by war communism was going to last, with all its
implications in the economic field, until the world revolution put an end
to the fundamental task of repression of the bourgeoisie. Only then would
‘the externally coercive norms’ become extinct.'s

Bukharin’s message went beyond war communism. The cold portrait
of a society based on coercion, the only dynamic force in the transition
phase,'® was the definite legacy that war communism impressed on the
theoreticians of the new society. An ideology which succeeded in
embodying coercion as a means of development was going to provide the
communist leadership with justification for all sorts of deviation from
the original ideals.

Bukharin’s Ekonomika does not say much about the criteria of economic
organization, since the goal of the essay is to show the need for the
suppression of all former categories and criteria of performance. A better
source of information about the economic organization of war com-
munism is Kritsman’s Geroicheskii period Velikoi Russkoi Revoliutsii.?°
Kritsman, who was first the head of the chemical section, and then head of
the Utilization Committee of VSNKh, the Supreme Council of the



Soviet literature 9

National Economy, elaborated his essay as a challenge to Lenin’s
repudiation of the war economic organization at the Tenth Congress of
the Russian Communist Party in March 1921. Lenin acknowledged that
mistakes had been made in the economic programme, but argued that
war had imposed its own necessity. War communism — said Lenin at the
congress — was not a harmonious system.?! Kritsman evoked, instead, a
glorious image of the recent past. ‘In reality, the so-called ‘“‘war
communism’ has been the first great example of a proletarian—natural
economy... an experiment in the first steps of transition to socialism.” Kritsman
added that war communism was by no means an error made by a people
or by a class, but ‘though not clearly and with well known perversities, an
anticipation of the future, a breaking through of this future into the present
(now already gone), made possible thanks to the exceptional and specific
conditions of development of the Russian Revolution’.?? Kritsman
singled out two peculiarities of the war communism system, the principle
of collegiality and the principle of rationality. The multiform reality of
war communism was forced into an all-encompassing synthesis.
Forgetting the diffusion of one-man management in the militarized sector
of industry, Kritsman affirmed that collegiality spread over all forms of
the economy: in organization of management and labour remuneration,
in collective supply and reward, in collective exchange between town and
countryside. Neglecting the overlapping of institutions operating in the
same field, which during war communism was also the outcome of rapid
changes, Kritsman asserted that the rationale of war communism was a
new principle of organization, by which ‘what is necessary will be
realized ; what is not, will be abolished’.?* In conformity with Bukharin’s
theory, Kritsman considered positive the tendency of the new system to
abolish fetishistic relations, that is, the market, monetary and credit
relations, a fact which went along with the formation of the natural
economy.

Written when the first steps towards NEP had already been made,
Kritsman’s book was an apologia on behalf of those who had given their
devotion to the revolutionary drive. Kritsman’s account of the war
communist organization, highly commendable as it is for the amount of
data and information supplied, embodies the bias of any heroic chronicle
which justifies the success of military operations fought in such a tough
context that only self-denial and faith appear to be responsible for victory.
The effort of rationalization is here the source of a voluntaristic approach
to the origin of the Soviet system. This seems excessive, even taking into
account the ideological drive of its protagonists. Signs of this approach
may still be found in some later literature.?* The party history of 1930
interpreted war communism as a system of measures directed toward the
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most rapid construction of socialism.?’ Its successor of 1938 still focused on
the initiative of the leadership, though its goals were reshaped in a cruder
way more consistent with the developments of the Stalinist regime; the
Soviet leadership was determined from the beginning to implement a
communist policy, identified with state control over production, distri-
bution and trade with labour mobilization.2® This approach ignores the
conflictive nature of the transition from collective management to one-
man management and the controversial nature of several decisions, such
as the structure of the administration, labour conscription, the extension
of nationalization and so forth.

The revision of the voluntaristic approach to the origin of the
organization of the Soviet economy began in the late twenties. Emphasis
began to be put on exogenous factors. The Bol’shaia Sovetskaia Enisiklopediia
of 1928 presents war communism as a war economy employing centrali-
zation as a means of achieving military efficiency and gradually evolving
under the constraints imposed by war.?’” Kritsman’s approach is turned
upside down. Kritsman emphasized the derivation of the political system
from the economic system: the political system was organized after the
economic system and, likewise, had been built upon a ‘productive’
principle.?® The Enisiklopediia concludes that ‘the historical meaning of
war communism consists essentially in the fact that, by operating on the
basis of military and political power, it mastered the economic basis’.2°
The food-procurement policy is considered a development of the
Provisional Government’s policy, which decreed the grain monopoly in
1917. The problem of control over distribution is indicated as the crux of
economic policy in a context of falling output. The pointis made that ‘war
communism’ intended as a system never came fully to life, since sizeable
amounts of commodities flowed through the channels of the black
market, which the authorities tolerated.?°

The cooler perspective (from 1928) of the early days of the revolution,
as compared with the passionate account of Kritsman, does provide a
better framework for a critical evaluation of war communism. But some
ideological factors, which were important in party circles, are not given
appropriate weight. Nor does the neglect of the social pressures, which
interposed definite obstacles of a political as well as a material nature with
regard to the efforts of directing the economy from a single centre, seem
justified. Excessive focus on necessity deprives history of its human
dimensions; ideals, goals, mentality, and passions provided the grounds
for what Lenin defined in March 1921 as the mistakes of war communism.

The tendency to confine the war communism experience to a mere
military policy, justified exclusively by the exigencies of war, emerged
fully in the historiography of the thirties. Lomakin identifies war
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communism with compulsion, the essence of which had been the
extraction of the surplus and even part of the necessaries from the
peasantry to finance war. Following Stalin’s interpretation, Lomakin
sharply rejects the thesis that elements of the war communism economy
were present before the autumn of 1918, and identifies the Soviet of
Workers’ and Peasants’ Defence as the institutional framework, created
in November 1918 in connection with war, where the policy of war
communism was originated.!

The Soviet interpretation of the necessary nature of war communism
could and did find support in Lenin’s words. In the margin of the plan of
substitution a tax in kind for the surplus appropriation system, Lenin
wrote ‘difficult’ (trudno)! This indicates that what Lenin said about the
former economic policy at the Tenth Congress of the party was inspired
by the necessity of finding a consensus for change in a hostile environ-
ment. It was Lenin who for the first time defined the economic
organization of 1918-20 as ‘war’ communism, when he wrote the draft of
his pamphlet “The Tax in Kind’. By this device Lenin emphasized the
transitory, military nature of the system, to justify the need for its
transformation into ‘proper (Lenin’s italics) socialist foundations’3? In
‘The Tax in Kind’ Lenin proposed the first ‘necessity’ interpretation of
war communism :

... a peculiar war communism . .. was forced on us by extreme want, ruin and
war. .. it was not, and could not be, a policy that corresponded to the economic
tasks of the proletariat.

It was ‘a makeshift’, he concluded.?® At the same time, at the Tenth
Congress of the party, Lenin acknowledged that ‘quite a few mistakes’
had been made in carrying out the former policy.** Through this
politically brilliant ‘reconciliation of opposites’, Lenin was able to strike
simultaneously at the Mensheviks, Socialist-Revolutionaries and
Kautskyists, and at the Workers’ Opposition, against which most of his
efforts were directed at the Party Congress.3® If war communism had been
necessary, it could not be mistaken. Vice versa, if mistakes had been made
in the choice of policies, the chosen policies were not necessary, but on the
contrary, perverse. Lenin laid the foundations for both interpretations of
war communism. But the literature on war communism, particularly the
Soviet literature, preferred to focus on emergency. This approach
stimulates an excessive emphasis on the exogeneity of the factors which
affected economic organization, and relegates to the role of accidents the
elements which would help to clarify the motivations and goals of specific
measures. The focus on the rationality of necessity lays the basis for an
interpretation of facts according to the theory of ‘deviation’, which
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happens to be essential for absolving the decision-makers and isolating
the allegedly guilty individual from the responsibility of his group.
Furthermore, this approach presupposes the existence of a correct line, in
spite of the deviations from it. Recent interpretations of the Stalinist
period in Marxist literature show that this attitude towards history is not
conducive to getting to the root of facts, and raises before the secular
observer the spectre of dogmatism and the evil of metaphysical certainties
capable of absolving any aberration.

The presumption that intentions were good and that the goals were
Jjustis implicit in most of the Soviet literature of the fifties, which looks for
analogies between the economic policy of the first months of 1918 and
NEP 3¢

Baevskii points out that facts like the efforts to restore the monetary
power of the ruble in May 1918 by reducing the rate of currency emission,
the use of fiscal policy, the policy of compromise with private commerce
and concessions, and the leasing of the nationalized enterprises to their
former owners, show that economic policy until June 1918 was on the
lines of NEP .37 He assumes that an economic programme existed, though
not the one imposed by war. VSNKh was created to prepare the
organization of the centralized and planned economy, and workers’
control should have prepared the way for the later expropriation of
private factories and plants. This peaceful programme wasinterrupted by
the counter-revolution and was replaced by war communist policies,
which otherwise would not have been inevitable.3®

Baevskii mentions that the revolutionary destruction of the old
discipline went on more successfully than the creation of a new one, but he
ascribes this fact mainly to counter-revolution.?® In this way, a further
explanatory variable for the policy of coercion undertaken from the
spring of 1918, i.e. what Kritsman called the ‘proletarian anarchy’, is
sacrificed in favour of an apologetic attitude attributing to Lenin and the
Bolshevik circles more authority and consensus than they in effect had.
Analogous remarks can be applied to Gladkov’s Ocherki sovetsko: ekonomik:
1917-1920gg, which shares the idea that the economic policy was initially
in the spirit of NEP.*® The assertion of the existence of an economic plan
to establish socialism rests on Lenin’s April Theses of 1917, which
contained a programme for the nationalization of the land and the
banking system and also for the extension of workers’ control over
production.*! The expropriation of the means of production isinterpreted
by Gladkov as a means of class struggle and as a prerequisite for state
intervention in the economy. Workers’ control is considered a step
towards nationalization of industry and nothing more.*? Gladkov
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disregards any evaluation of the role of factory-committees other than
that of Lenin, both inside and outside the Bolshevik Party. This
authorizes the false impression that there was a general consensus on the
further development of such organs. In fact, the whole question of
management was a burning question for the leadership after the seizure of
power. Even in 1920, when one-man management had already taken the
place of collective management in several undertakings, the collegiality
principle in management found wide support among authoritative
members of the party. The reduction of the role of factory-committees to a
mere preparation for nationalization, i.e. their transitory character,
implies the belief that the Bolsheviks were ready to undertake national-
ization of industry at short notice. There is evidence, on the contrary, that
until March 1918 the economic leadership was quite reluctant to extend
the scope of state intervention. After the signing of the Brest-Litovsk
Treaty, even Lenin, who had initially urged VSNKh to behave as the
leading authority for industry and who had urged VSNKh’s attention to
his programme of nationalization of industry, did not hesitate to call for
moderation in economic policy, damping down the excitement of the left
wing of the party.

Overall, Gladkov’s approach suffers from an unduly personalized
interpretation of history, a fault which is common to a large part of the
literature on Soviet Russia. An excessive belief in the foresight and degree
of authority of Lenin does not help in understanding the economic
developments. The role of other party members of recent or older
formation should not be underestimated. By and large the moving
balance of political forces conditioned Lenin’s attitude toward economic
problems, too, and did exert an impact on choices. It does not seem
correct to isolate a historical period, when decisions are supposed to have
followed a preconceived plan, from another period in which decisions are
supposed to have been exogenously determined. A sharp line should not
be traced to separate the time in which, according to most of the recent
Soviet literature, the foundations of NEP were laid, from the time in
which the economy of war communism was built in response to military
necessities. This approach may lead to quite arbitrary conclusions, like
those reached by Gladkov in a further essay, about an alleged plan of
Lenin’s for nationalization of the whole wealth (my italics) of the country,
for which no evidence may be found before or after the revolution.*® To
avoid this bias, the chronology of economic policy is crucial in the
evaluation of both subjective and objective factors.

Gradualness in the formation of the Soviet system has recently received
attention in part of the literature on the subject. This approach, if
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accompanied by a correct appreciation of the conflicts which conditioned
crucial decisions and affected their implementation, may in future give a
better understanding of the peculiar form that the socialist ideal assumed
at that time. Using this approach, Gimpel’son reaches the conclusion that
the Bolshevik Party worked out only general principles about the soviets,
without producing a concrete scheme of organization.** The one-party
organization developed only gradually as a consequence of the conflicting
roles that other parties and factions assumed during civil war?®
Gimpel’son’s essay on the policy of war communism ridicules the
historiography which ‘juggling in the term ‘“‘communism”, strives to
exhibit the civil war organization as the image of a Soviet experiment in a
communist economy’.*S Gimpel’son presents the chronological escalation
and partial implementation of the economic policy of war communism as
evidence for the dependence of the selected alternatives on the needs of
war. Destruction and disorganization are not ascribed to such measures.

Gimpel’son offers several arguments in support of his thesis. The
surplus-appropriation system was never so all-embracing as to exclude
the possibility that many products could be sold freely in the market. In
several cases the government declared inadmissible arbitrary requisition
by local organs. Only in 1920 was surplus-appropriation extended to the
consuming provinces and to all necessities. Nationalization was also
gradual. Private enterprises were excluded from nationalization by the
April 1919 decree which limited nationalization to cases decided by the
Presidium of VSNKh. Onlyin September 1920 was the usual criterion for
nationalization — the technical importance of enterprises expressed by
the number of workers per prime mover — modified in favour of social
criteria, i.e. the distinction between undertakings employing wage labour
and household handicrafts.*’

These arguments are appreciable. However, the conclusions are not
quite satisfactory. Although a great deal of expediency can be detected in
the war communism experience, the ideological framework of the
leadership also imposed a certain logic. There were some constants, like
centralization of economic decisions, collective commodity-exchange,
and the ability to make use of financial means of control, which preceded
the major involvement in war and prepared the way for some later
economic developments. On the other hand, the argument that war
communism never really came to life*® claims too much. If legislation ran
far ahead of implementation, it is valid to ask whether the communist
ideology, affected also by war, urged for more rapid changes in the
economic organization than were objectively possible given the overall
situation. On the whole, Gimpel’son provides a stimulating approach to
the nature and goals of war communism, to the extent of questioning the
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credibility of war ‘communism’ itself as a coherent system. The earliest
Soviet accounts of the span of time between November 1917 and June
1918 repeatedly stressed the anarchical development of the first economic
measures, the punitive character of nationalization, and the lack of an
economic plan. Only later did Soviet literature try to emphasize facts
which could provide evidence for an initial coherent programme of
construction of socialism. For much of the time, war communism also
evolved through the trial and error adoption of workable measures,
whose implementation could not be centrally controlled.

The anarchical developments of the first months are stressed in an
original essay by Nasyrin, whose approach has been coolly received by
the official historiographers. Among the numerous Soviet studies on this
subject, Nasyrin’s thesis remains an isolated attempt to explore the
disruptive effects of the revolution in connection with the effective
capacity of the Bolshevik leadership to master them. Nasyrin recalls that
the factory—shop committees were not under the full control of the
Bolsheviks, but in great part were also under the influence of Mensheviks
and Socialist-Revolutionaries, both before and after the revolution.*
Nasyrin challenges the official approach represented by Gladkov, both on
the goals attributed to the October Revolution platform and on the
reasons for nationalization. The Bolshevik platform at the Sixth Congress
of Soviets concerned only the nationalization of banks and syndicates
(and not of large-scale industry). Nasyrin blames Gladkov for mixing
different notions when the latter affirms that the early economic measures
were directed towards transforming private ownership of the means of
production into collective ownership.*® The acceleration of national-
ization occurred as a response to sabotage and to the aggression of
German imperialism — argues Nasyrin against Gladkov’s version that the
two factors hampered this policy.?! Nasyrin makes three points: first, for
the Bolsheviks, workers’ control represented a peculiar form of state
capitalism; second, for Lenin, state capitalism consisted not only in
leasing factories to private managers and inviting foreign concessionaires,
but also in accounting and control following the example of capitalism;
third, the principle of NEP was affirmed as early as 1918. Nasyrin’s
conclusion is that elements of socialism were introduced gradually and
that for some time the question of the forms of property in the means of
production was not confronted. The Soviet Republic was called socialist
because Soviet power directed the country on to the path of socialism,
making use for this purpose of capitalist economic forms.>? The main
shortcoming of Nasyrin’s essay is that it challenges the official historio-
graphers on the basis of poor documentation, almost exclusively derived
from Lenin’s works. This confines Nasyrin’s version to the field of
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suggestive hypotheses, rather than enabling it to breach the compact wall
of orthodoxy.

The only approach to the Bolshevik policy from the point of view of the
eventual mistakes committed on the morrow of the revolution is R.
Medvedev’s. Medvedev affirms that in the spring of 1918, inebriated by
the success of the first reforms, the Bolsheviks went ahead with more
reforms and decrees than the political, social and economic reality could
bear.’® The most serious mistakes were committed in the commodity
exchange policy with the peasantry. According to Medvedev, the food
situation was not so catastrophic as to demand special measures. A policy
such as that undertaken in 1921 would have been better suited to face the
problem.** Wrong policies were inspired by sectarianism and dogmatism:
‘Marxists in general and the Bolsheviks in particular held the never
demonstrated belief that socialism excluded commercial production,
purchase, selling, money, etc.’>®> A further reproach is that of lack of
realism. “The Bolsheviks should not have ignored the fact that masses
adopt in the first place the slogans which respond to their interests’, and
the peasants’ interest was in free trade.’® According to Medvedev the
bases of war communism were laid in the spring of 1918, not only through
the system of grain requisition, but also through state intervention
in enterprises, starting from the most important ones and ending with
small medium undertakings. State intervention in industry was the
consequence of the adoption of forced commodity exchange.®’
Medvedev’s conclusion is that ‘the historical responsibility for civil war
falls not only on the Russian counter-revolution and on intervention, but
on the Bolsheviks themselves who, through a premature introduction of
socialism, raised against themselves a large part of the population’.>® Itis
unfortunate that Medvedev, even in a further contribution on the same
subject, does not provide sufficient evidence for his very strong asser-
tions.*® His suggestions, however, in particular the focus on the Bolshevik
mistakes that Lenin denounced in March 1921 without making them
explicit, are a very important contribution to an original approach to
Soviet history, which may give very fruitful results if additional evidence
is provided for the understanding of the early Bolshevik economic and
social policy.

1.3 WESTERN LITERATURE

Western literature, though on the whole more critical of the war
communism experience than its Soviet counterpart, also shows two
different approaches. Some authors prefer to focus on ideological
motivations; others stress the emergency element.
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Leites, in a work of 1922, recalls that the real programme for the
reorganization of economic life was contained in the fifth chapter of the
Declaration of the Rights of the Toiling and Exploited Peoples. The
sections referred to by the author concern the socialization of land, the
abolition of private property, the introduction of workmen’s control and
the establishment of a Supreme Economic Council. The Declaration did
not mention any distribution policy, any specific organization of
management or any monetary policy. Nevertheless, it is on the basis of the
points mentioned that Leites attributes to the Bolshevik doctrine, as well
as to the inconsistencies of their policy, the economic failure of war
communism.*°

A similar impatience in characterizing the Bolsheviks as doctrinaires is
manifested by Lawton, who devotes a whole chapter to theories and
tactics®' without ever referring to dates, or to the public to which the
speeches or writings were addressed. Lawton refers to ‘State and
Revolution’ as if to the political programme of the Bolsheviks, but even in
so doing he does not question the reasons for nationalization, abolition of
commercial secrecy, etc. So he concludes that: ‘as fast as they could be
committed to paper, all reforms of which the Bolsheviks had dreamt in
exile were translated into decrees’.%? The proof of the fanaticism of the
Bolsheviks is, for Lawton, that their economic measures were adopted in
the midst of the chaos arising from the civil war. As later became a ritual
for many scholars, the charge of fanaticism is backed by reference to the
famous passage in ‘State and Revolution’ where Lenin claims that the
operations of accounting and control will become so simple that they
could be performed by anybody.®?

Chamberlin, who is more inclined to interpret the policy of war
communism as an outcome of the war, defines it as ‘a compound of war
emergency and socialist dogmatism’.%* His approach seems more appro-
priate; however, for the charge of dogmatism no satisfactory evidence is
adduced, apart from a short uncritical reference to Larin’s and
Preobrazhenskii’s articles at the end of 1920 on the abolition of money asa
means of exchange.

Larin’s role in the shaping of economic organization is stressed by
Wiles. This author accepts the idea of a model of war communism shaped
by the intentions of the most extreme members of the party, namely Larin
and Kritsman. The model was a rigidly centralized economy, which
represented, according to Wiles, the embodiment of the dreams of a
certain kind of communist. All choices were to be made by the centre, and
central power had to penetrate everywhere.®® This interpretation may be
attractive, but it takes for granted the rationalization of war communism
presented by some leading protagonists of the revolution, while ignoring
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the unlinear evolution of the economic policy after the seizure of power
and the ardent debates and contrasts among the Bolsheviks which
accompanied its course.

A recent endeavour to identify war communism with a premeditated
policy conceived by Lenin has been made by Roberts. He rescues the old
interpretation, but goes even further in asserting the existence before war
communism of the clearly defined body of economic policy. He does not
attempt, however, to examine the events under consideration in relation
to their material and mental environment to see whether they were
simply ideas or real facts. The writings of Lenin are carefully examined
and all sentences containing a formal connection with the economic
measures of war communism are cited as proofs of Roberts’ hypothesis.®®
However, the points raised by Roberts belonged to the Marxist tradition
in general and were already clearly defined in the Communist Manifesto of
1848.57 Roberts does not pay attention to the specific connotations of the
measures advocated and to their timing. He also seems to ignore the role
of the other Bolshevik leaders in shaping Soviet institutions and policies.

A more interesting approach to the problem of a critical interpretation
of the Marxist literature in relation to the Russian Revolution is furnished
by Barrington Moore Jr. Moore rejects the type of approach focusing on
the purely political and demagogical aspects of Lenin’s writing and
suggests a historical approach, within a broad acceptance of Marxist
ideology, which could allow an analysis of the development at any point
of time of Lenin’s theory.®® However, this does not eliminate the
ambiguity stemming from the undifferentiated assessment of literature
written for different purposes, but which appeared at the same time. The
problem of reconciling conflicting statements on the organization of the
proletariat and the peasantry in communes versus centralization and
planning, or wage differentiation versus the egalitarian schemes of ‘State
and Revolution’, requires that an attempt is made to distinguish between
theory and politics, aspirations and immediate objectives, ideology and
tactics.

Meyer, on the other hand, fails to single out these apparent con-
tradictions in his chapter on the Leninist state in theory and practice,
where he tries to follow the coherence of Lenin’s thought, distinguishing
three periods after the October Revolution in which Lenin’s mood and
activity took different aspects.®® But this search for historical coherence
which is not coupled with a critical analysis of the two levels of activity,
theory and practice, between which Lenin easily moved, leads to further,
rather unconvincing hypotheses about errors in strategy, which Lenin
seemingly committed in the belief that ‘communism was just around the
corner’.”°
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Nove’s opinion is that the Bolsheviks did not have any idea what to do
after seizing power. He correctly distinguishes between the presence of
strong statements on principles and the absence of ideas and methods
concerning the actual management of industry. His review of Lenin’s
ideas on economic organization indicates that some of the writings of
Lenin were demagogical, whereas others contained some practical
programmes.”! Nove remarks that nationalization did not mean to Lenin
more than ‘a control over the syndicates, rather than expropriation’.
Overall, Lenin is depicted as a fairly realistic political figure, while
charges of utopianism, anarcho-syndicalism, fanaticism and dogmatism
are reserved for other members of the party, whose role and doctrines are,
however, not explored. The comparative approach that Nove generally
has toward the policies of the Soviet Union leads him to point out the
similarity between some Bolshevik policies and some measures taken in
analogous circumstances by other countries. This approach helps to de-
mystify in part the epic or terrifying accounts presented in some of the
literature. Nove acknowledges the existence of a process of interaction
between reality and ideas,” but this insight gets somewhat lost in the
subsequent analysis. Emphasizing the role of ideology in the process that
led to a natural economy, he writes: “This entire process reached its
apogee at the end of 1920 and was undoubtedly deeply influenced by the
ideology which was so widespread among the party during the period of
war communism.’”® This comment deserves a deeper analysis than is
presented by Nove. The theorizing of Bukharin in 1920 may not be useful
as a proof that ideology influenced the process of naturalization of the
economy, rather than vice versa. Nove’s conclusion that war communism
was a response to war emergency and collapse, and at the same time an
all-out attempt to leap into socialism, is, however, an attractive
hypothesis to test.

M. Dobb and E.H. Carr consider war communism as the product of an
emergency situation and tend to disregard the adventurous literature of
1920 as a by-product of the situation itself or as later rationalization.
Dobb mentions that the allegations of utopianism were to a certain extent
supported by the actions and expressed opinions of some Bolsheviks in
those years. A distinction is made between Lenin and the group of leftists,
Preobrazhenskii, Larin and Bukharin, whom Dobb calls the ‘leftist fancy’.
Around the end of 1920 the leftists began to regard war communism as a
partial embodiment of their ideals.’* Although he claims that con-
tradictions and conflicts existed between the centralized administration
and the functioning of the whole economic apparatus, as well as between
Soviet institutions in general,”® Dobb does not attempt an adequate
explanation of the inconsistency between aims and poor implementation,
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nor does he provide satisfactory answers to the very crucial questions
concerning the maintenance of the war communist organization after the
end of civil war and the sudden change in policy in early 1921. Carr also
distinguishes two schools of thought inside the party with respect to war
communism.”® One considered it as a series of steps correctly conceived
though unduly hastened as a result of the civil war. The other saw it not as
an advance on the road to socialism, but as a result of emergency. Carr
recalls that Lenin himself was not always consistent in his evaluation of
war communism. However, while Dobb finds it appropriate not to go
further into the reasons for the utopianism within the left, considering it
somewhat like an aberration within the party, Carr gives a psychological
explanation, which is of interest and could be elaborated upon. Referring
to The ABC of Communism, written by Preobrazhenskii and Bukharin as a
commentary on the new Party Programme of March 1919, Carr writes:
‘It was a period during which the energtes of politicians and adminis-
trators were absorbed by the civil war and by problems of survival...
Such periods commonly inspire, side by side with the harsh realism of the
current experience, and by way of compensation for it, far ranging vision
of a future social order to be attained through the present turmoil of
exertion and suffering, visions embodying the ideals for which the struggle
is being waged.’”” Elsewhere Carr rejects the hypothesis that war
communism ended up as a natural economy because it embodied the
Marxist doctrine of the disappearance of money in the future communist
society. Carr uses two arguments against this view. First, he analyses
many statements from Lenin to Bukharin and Preobrazhenskii during the
crucial years, stressing the need for money in the transition period.
Second, in so far as contrary statements were made, for example by
Zinoviev, Carr is careful to stress in which circumstances and to whom the
statements were made, and finally he concludes that they do not prove
that the policy of abolition of money was initially desired.”® However, he
tends to neglect the impact that the constant pursuit of central control
over trade and distribution may have had on the progressive de-
monetization of the economy. Carr suggests that civil war, more than
industrial administration, was responsible for increasing disorgani-
zation.”® He also suggests that the centralized control of industry was a
practicable proposition in the summer of 1919 when the territory of the
RSFSR had shrunk to the size of the ancient Muscovy. Carr’s conclusion
is that the cause of the industrial collapse was due ‘not so much to the
breakdown of industry as to the failure to evolve any agricultural policy
capable of obtaining from the peasants food surpluses adequate to feed
the cities and factories’ 8¢

Both Dobb and Carr seem to remain prisoners of the axiom that the
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economic organization under war communism responded, in fact, to the
needs of war; therefore, they are bound to conclude that war communism
could not outlast the war period. Alternatives which were discussed
before and during war communism, thus, do not receive adequate
attention.

Some authors, like Baykov,?! on the contrary, blame overcentrali-
zation for the poor performance of industry, transport and productivity;
while others, like Prokopovitch,®? ascribe the breakdown of the economy
to the radical principles which inspired Soviet policy. Both approaches
seem to take for granted that the performance of the economy depended,
in fact, on the implementation of a set of coherent, though unsuitable,
policies. An isolated voice is Zagorsky’s, who singles out the con-
tradictions between the Bolshevik policy and the organic social process
which was taking place in the country in spite of it. He defines the Soviet
reforms as paper reforms, but fails to provide adequate evidence for the
very strong assertion that war communism was ‘externally communist,
internally capitalist’.?®* Mention must be made of Bettelheim’s recent
contribution on the development and fate of war communism, although
the subject is tackled merely from the viewpoint of the ideological
foundations of Bolshevism. Bettelheim believes that the policy of war
communism was justified by war2* and ascribes to it the victory of the
revolution, without providing any evidence for this assertion. None-
theless, more than any other scholar, he dwells on the nature of the
mistakes which were made at that time. Briefly dismissing what he defines
as ‘practical mistakes’; on the ground that no matter who implemented
the Bolshevik political directives, the latter were, indeed, the only
guidelines for action, Bettelheim chooses to focus on the dominant
‘ideological and political’ aspects of such mistakes. He concludes, then,
that ‘what was mistaken was to consider that measures of state coercion
could be substituted for action by the masses and for the revolutionary
transformation of ideological relations in the struggle for a radical
transformation of production relations’.?> Unfortunately, no facts are
offered in support of this bold conclusion, while the superficial dismissal of
the mistakes made in implementation deprives his comments of any real
basis for serious consideration and confines the possible diagnoses to the
nebulous realm of endless ideological disputes on the true essence of
Marxism.

1.4 A HUNGARIAN VIEW

The exploration of the ideological world of war communism has recently
stimulated another, very interesting, endeavour to define the principles
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and the theoretical roots of the initial Soviet experience.®® East European
socialist countries, and particularly Hungary, are nowadays seeking a
new path of socialist economic development, giving an important role to
the market. The first economic model of socialism abolished market
relations. Moving from this perspective, Szamuely raises the following
questions: first, was war communism really brought about by the
requirements of the war economy alone, as most of the literature
maintains? Second, did war communism have an internal logic?

The author gives an affirmative answer to the second question and an
articulate, substantially negative, answer to the first question, which is
the core of his work. Szamuely outlines five principles of war communism :
maximum extension of state ownership; forced allocation of labour; far-
reaching central management of economic activity; class and social
principles of distribution; and naturalization of economic life.®” He does
not enquire into the circumstances in which these principles were
affirmed and the degree to which they were implemented. However, he
recalls that ‘the state deliberately aimed at eliminating every element of
market relations from economic activity’, but all efforts ended up in the
formation of an illegal market economy. The ‘defetishization’ of econ-
omic life, argues Szamuely, did affect, but superficially, the sphere of
distribution as well as that of production. Though supply was supposed to
be channelled to the state sector without monetary transactions,
increasing rates of currency emission were used to cover the expenses of
the legally non-existent free market. In spite of the gap between principles
and implementation, Szamuely asserts that there was a logic to the war
communism system,®® i.e. that this experience was not only due to war,
but to the theories and aims of the protagonists. The features of war
communism provide the basis for an interesting enquiry into their
ideological foundations.

Szamuely affirms that some theoretical antecedents of the war
communist ideology can be found in Marx and Engels. From scattered
observations it would be possible to argue that they believed in the central
allocation of means of production, labour and consumer goods in natural
form within the economic organization of socialism. But the responsibility
for driving the theory to absurd conclusions, like the immediate
liquidation of commercial exchange and monetary economy, falls,
according to Szamuely, on the leaders of German Social Democracy,
particularly on Kautsky. Kautsky affirmed the incompatibility of
commodity production with socialism, the necessity of central control and
a self-sufficient economy and of natural economic relations even in the
transition period.®® Since these features occurred partly as a consequence
of the war economy, the Bolsheviks in 1920 believed that a communist
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economy was taking shape precisely because it manifested some simi-
larities with Kautsky’s formulation of the socialist economic system.
Szamuely asserts that Bukharin’s Ekonomika perekhodnogo perioda well
represented the prevailing ideas of Russian and foreign communists at
that time.?® Bukharin put forward two essential criteria of organization:
first, naturalized (i.e. non-monetary) relations; second, state coercion.
On the basis of such criteria, a specific economic model was outlined
which, argues Szamuely, was not considered as temporary by its
ideologues.?!

Szamuely also rejects the theory that the foundations of NEP were
already set in 1918, for which support is usually sought in Lenin’s works
on ‘state capitalism’. Szamuely argues that, even taking into account that
Lenin’s approach to economic problems changed over time, his theoreti-
cal conception could not be distinguished from the basic tenets of the
ideology of war communism. Only his practical approach came into
sharp conflict with the later ideologues of war communism in relation to
quite a few problems.?

Szamuely’s book offers an extremely important contribution to the
evaluation of the sources, principles and ideological influence of war
communism, both for the questions raised and for the evidence,
documents and materials provided in support of a quite original
approach to the subject. The chronology of events, however, which a
model-orientated approach such as Szamuely’s is bound to disregard,
cannot be avoided if one tries to discriminate between choices which were
more affected by ideological bias and those which were determined by
emergency or the political appreciation of emergency, between the
influence of legacies and the pressure for change, between immediate
aims and programmes of gradual organization.

I.5 THE PURPOSE OF THE WORK

The survey of the main literature on war communism indicates the major
questions which remain unanswered and which justify the present
attempt to give order and an interpretation to the available material. A
first question, the importance of which is related not only to the
emergence of the new Soviet system, but also to the nature of change from
acapitalist into a socialist system in general, concerns the motivations and
real pressures for change which characterized the shaping of the economy
of war communism. This question can be answered by examining both
decisions and the context in which they were adopted. There are decisions
that the Bolsheviks took at different moments, which may be explained
without recourse to abstract principles. In some fields, decisions re-
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sponded to long-standing aims, but were also conditioned by current
circumstances. In other fields, the Bolshevik policy may have been
inspired by ideological bias as well as by erroneous evaluations of political
and economic factors. Moreover, some goals were proclaimed, but they
were not really pursued. A further incentive to explore in detail the post-
revolutionary policies arises from the conviction that the protagonists
were, indeed, ideologically motivated, but had different cultural and
social backgrounds which affected their approach to economic policy and
administration, in which most of them lacked any experience. When
confronted with actual problems, the Bolsheviks often disagreed among
themselves as to the adoption of the most suitable policies. Compromises
on acceptable options were often sought, despite the fact that emergency
dictated rapid decisions. Ideology acted as a filter for acceptable
alternatives, but not as a blind prescription of necessary measures. Some
choices, which may be referred to a broader category of coercion, which
ideology did not reject, but did not prescribe either, were rationalized in
ideological terms by a few Bolsheviks, passionately opposed by others and
opportunistically ignored by some. The chronology of the military
situation, which affected the size of the territory under Soviet rule and
compelled the leadership rapidly to review and reshape the original
programmes, and to resort increasingly to means of compulsion and
political control, cannot be ignored. Nor should the influence of past
history be disregarded in so far as the continuity in institutional as well as
mental frameworks may have been stronger than ingenuity and the desire
for innovation.

Another, but equally important, question to be illuminated concerns
the degree of correspondence between legislation and its implementation,
i.e. the effectiveness of the decrees and instructions in achieving their aims
in the light of both the changing nature of the aims themselves and the
play of conflicting forces that preceded and followed the enacted
legislation.

It is often implicitly assumed that whatever happened under war
communism was due to the enforcement of the Bolshevik legislation. This
has led many scholars to emphasize dogmatism as an essential component
of war communism and to disregard the gap between legislative activity,
which was feverish at that time, and its implementation. The same
approach has led, on the other hand, to neglect of the very relevance of
those radical choices, which, in fact, could not be implemented because
they were rejected as incompatible implantations into a socio-economic
context which was not ready or not capable of assimilating them, but
which remained potential policy options for the future.

This book tries to pay both legislation and practical policies the
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attention they deserve, in order to lay down some basic grounds for an
assessment of the conditions and limits not only of the nature, but also of
the possibility, of revolutionary change of an economic system in general.

Following the outlined approach, the book examines the economic
situation of production and distribution, taking into account the existing
pre-requisites for the transformation of the economic system, the origin
and quality of decision-making in each field, as well as their outcomes.
Chronology is paid particularly close attention in fields where it would be
otherwise difficult, if not impossible, to distinguish immediate aims from
long-standing goals, in order to check the consistency of the adopted
policies. Institutional innovations, which are the main concern of the
book are interpreted not only as empirical, but also as mental frame-
works. The path to innovation is analysed through the main features of
nationalization, management, financial policy, industrial organization,
planning and food procurement policy.

Some readers may find inconvenient the fact that, interrupting a well-
established tradition, the author provides no definition of war com-
munism. An explanation is due for what could be interpreted as a lack of
boldness. The belief acquired by the author is that no definition can
encompass in a meaningful way the main attributes of the revolutionary
phase of a transition from one system into another which aims at its
negation, without compromising a genuine full description. Any de-
finition focusing on the novelty introduced into a system which undergoes
a revolutionary change would necessarily distort its image, since it would
disregard the very nature of the negation that the revolution embodies,
while trying to model a false taxonomic consistency from that compound
of inherited and vital institutions and emerging, but often empty,
structures which characterizes the destructive and substantially inco-
herent phase inherent in any abrupt change forced upon society.
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Nationalization of industry

2.1 THE APPROACH TO NATIONALIZATION
AND STATE CONTROL

Marxist literature has generally focused on the expropriation of the
means of production as a decisive step towards socialism. The aim of
abolishing private property, however, did not in itself provide positive
indications regarding the operation of the new institutions. Nor did
Marxist literature ever systematically examine the possible alternatives.
This neglect may be ascribed to the composite nature of Marxism: on the
one side, its attachment to an empirical approach to economic problems;
on the other, a deep-rooted faith in the creative imagination of the
proletariat. The first aspect was responsible for a sort of self-censorship in
the face of alternatives of a speculative nature. The second aspect, rooted
in the tradition of humanitarian socialism, provided an incentive to
postpone the solution of concrete problems to a point at which the
liberated proletariat would display its full potential in organizing a more
just society. The basic tenet of the Marxian analysis — the necessary
transition from one mode of production to a higher one, once the former
had achieved its full development — provided the theoretical framework
for faith in an inevitably more progressive society together with an
uncritical acceptance of the neutrality of technology.

Of the few hints given by Marx on the possible form of the new mode of
production, some can be derived a contrario from the criticism of capitalism
and others from the prescriptions of communist programmes. Marx
stressed the importance of the financial setting. Money and monetary
institutions were central to his refutation of Say’s law,! as well as to his
analysis of the internal process of accumulation— expanded
reproduction — or in modern terms the process of growth.? In the
Grundrisse, Marx affirmed that ‘Money as capital [Marx’s italics] is an
aspect of money which goes beyond its simple character as money. It can

29
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be regarded as a higher realization; as it can be said that man is a
developed ape.’

From the political point of view, the focus on the monetary aspect of
capital meant that the socialist society had to put under control, first of
all, financial capital. In the Communist Manifesto, one of his few elaborations
on the transition to a communist society, Marx points to the necessity of
nationalization of the banking system as well as the basic means of
production.* The events of 1848 in France strengthened Marx’s belief
that banking was the core of the capitalist system. His attention centered
on the fact that banks stopped payments and credits whenever capitalist
power was endangered.® The Critique of the Gotha Programme® indicated in
outline how capitalist institutions could be transformed and how they
could work. The Critigue emphasized the following points:” 1. Common
property in the means of production; 2. Deduction of a capital
depreciation fund, net investments, general costs of administration, an
insurance fund, social services and other costs, such as the official poor
relief fund, before the distribution of the social product among individual
producers; 3. Distribution criteria granting each producer his exact
contribution to society in terms of individual labour time (after deduction
of the aforementioned costs) ; 4. The right of each producer to draw from
the social consumption fund a quantity of products corresponding to the
amount of labour spent in production, as certified by society. ‘From each
according to his ability, to each according to his needs’, were criteria of
distribution for a further, more advanced, stage of development.

The Critique focused on the need for a transition period, when the
proletariat would exert its dictatorship, before the communist stage was
reached. Defects would be inevitable in the first phase of communism
‘when it has just emerged after prolonged pangs from capitalist society’.?
But the Critigue was nebulous on the crucial question of which criteria
would replace capitalist criteria of production. The only indication was
that deductions for productive use should be determined ‘by available
means and forces, and partly by calculation of probabilities’.? Marx said
nothing about decision-making under socialism. He did not raise any
significant criticism concerning the forms of cooperation, which the
Gotha programme mentioned, but he had probably in mind a ‘state’
framework for economic organization, since he emphasized — against the
Gotha programme — that the surplus should not be distributed to
producers. Although it offered no profound analysis, the Critigue provided
Marxists — and Lenin above all — with some basic principles, important
because they were accepted as the main guidelines for the shape of
socialist institutions during the transition.

Kautsky emphasized the aspect of state socialism which could be derived
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from Marx’s approach. The process of concentration of production,
which Marx had shown to be one of the outcomes of the competitive
system, was focused upon by Kautsky as a necessary stage. “Without the
development of large-scale industry’, he declared to the audience of the
Socialist Reading Club of Amsterdam in 1902, ‘socialism is impossible’.!?
Large-scale techniques, higher productivity of labour, improved udil-
ization of capacity, and lower costs of transport, administration, market-
ing and procurement of raw and auxiliary materials were for Kautsky the
most attractive aspects of concentration. The Erfurt Programme stressed
that socialist production required the aggregation of all plants into a
single large association. Only the modern state was capable of providing
the institutional framework for the socialist society. Against the ufopia of
the phalansteries or similar socialist settlements of the early nineteenth
century, Kautsky adduced two points: firstly, the huge dimensions of
modern enterprise-plants; secondly, the strong economic relations be-
tween capitalist nations.!! Consequently, the process of concentration
was to be pursued by shutting down small enterprises and concentrating
the labour force in the large ones.!? Whilst Marx had not ventured any
specific hypothesis about the functioning of the socialist economy,
Kautsky stressed that ‘orders’ should replace ‘market’; he focused on the
problem of control, rather than on the question of property. Kautsky even
suggested that the means of production could be owned by
individuals — alongside other forms of ownership — provided that the
market had been crushed : “What will disappear [in socialist society] is our
feverish excitement — the struggle for life or death, the struggle which is
imposed by our present competitive system; what will ultimately
disappear is the antagonism between exploiters and exploited.”?
Passionate dislike of the market was common to all Marxists. This feeling
turned out to be the most powerful motive for state intervention.

Kautsky’s influence on Lenin’s approach to socialism remained even
after the war had sharpened the divergences between the two leaders of
the Marxist movement. While Lenin argued against Kautsky that the
socialist organization would not necessarily be bureaucratic,'* he did not
repudiate the German emphasis on the role of the state. ‘State and
Revolution’ represented Lenin’s effort to reach a synthesis between the
soviets, spontaneous forms of workers’ organization, and the dictatorship
of the proletariat, which embodied both elements of coercion and the
necessity of guidance:

The proletariat needs state power, a centralized organization of force, an
organization of violence, both to crush the resistance of the exploiters and to lead
the enormous mass of the population — the peasants, the petty-bourgeoisie and
the semi-proletarians - in the work of organizing a socialist economy.!®
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Lenin’s specification that the proletariat needs ‘only a state which is
withering away’'® was based on a quantitative rather than qualitative
distinction, which seriously impaired its credibility. The special machine of
suppression (Lenin’s italics) would begin to fade in so far as

the suppression of the minority of exploiters by the majority of wage slaves of
yesterday is comparatively so easy, simple and natural a task that it will entail far
less bloodshed than the suppression of the risings of serfs or wage-labourers, and it
will cost mankind far less."”

Should antagonism remain, the state would remain. By this argument,
Lenin emphasized the need for the state in the transitional phase. Would
this state be a looser form of state as compared with the bourgeois
institution? On what basis could the assertion be made that ‘State power
as a centralized organization of violence’ did not need a special
apparatus, but merely ‘the simple organization of the armed people (such
as the Soviets of Workers’ and Soldiers’ Deputies)’? At least on three
elements, which were to become the pillars of Leninism: the party, the
nature of the dominant class, and the merging of legislative and executive
functions.'®

The theory of the vanguard party'® affirmed that the party, expressing
the ideology of the proletarian revolution, would of itself guarantee the
democratic character of the new state. The replacement of the old cadres
by new revolutionary members coming from the worker and peasant
strata, by definition, for a Marxist, ensured a new mode of governing. The
social character of the ownership of the means of production was to be
consolidated by merging legislative with executive functions performed
by the elected bodies. The model of state socialism which resulted from
these elements was legitimized by the implicit belief that the state would
be subordinated to society. Lenin did not refute Kautsky’s theory of the
need for centralized institutions competent in the economic domain, but,
on the contrary, added a political justification for them. The problem of
finding new devices for the direction of the economy was shifted from the
economic field, as such, into the political sphere. Lenin’s comment on the
Critique of the Gotha Programme® was directed not to exploring and
developing the few Marxian guidelines it offered, but only to reaffirming
the unquestionable necessity of a state organization in the transition
period. To this extent, however, the stress on legitimizing the new
proletarian state was to have an impact on economic organization. This
ideological framework offered a better soil for nationalization of industry,
banks and land, than for municipalization or cooperation. It was also a
determining factor in the identification of nationalization — in a state
ruled by communists — with socialization. Lenin’s emphasis on political
control allowed, at the same time, some room for workers’ control. In
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Lenin’s model of power, workers’ control would not evolve in any
decentralized institutional form, but, on the contrary, would facilitate the
flow of information to the centre and the correct implementation of
central guidelines. Lenin’s political realism in capturing the positive
elements in the spontaneous phenomenon of factory committees, which
characterized the tumultuous fall of Tsarism, emerges better if it ’is
compared with Bukharin’s merely economic approach to socialist
organization:

It is essentially wrong to define the difference between socialists and anarchists by
stating that the former are supporters of the state and the latter are not. The
difference consists in the fact that revolutionary social democracy may organize a
new social production in a centralized way, i.e. in a technically more productive
way, while decentralized anarchic production may be looked upon as a step
backwards to the old technique, to the old production form.?!

Lenin’s terse comment was that the first sentence was true, but the
second wrong and the third incomplete.?? What Bukharin did not take
into account was the importance of political control. Bukharin questioned
state power before Lenin,? but he still had in mind a centralized model of
economic organization.?* Lenin was ready to accept any institutional
form in so far as it could be subjected to political control by the party.

Before October 1917, the Bolsheviks had not formulated any concrete
alternative to the existing economic institutions. This fact was stigmatized
by Sukhanov, a sharp but not hostile observer of Bolshevik policy.?’
Nonetheless, economic disorganization and social unrest, two by-
products of war and bureaucratic inefficiency, strengthened the belief
that only the expropriation of finance capital would help to enforce order
in the economy.

In April 1917, Lenin proposed the nationalization of the banks and
capitalist syndicates. These measures, according to Lenin’s Tasks of the
Proletariat in our Revolution’, had been resorted to frequently during the
war by a number of bourgeois states; thus they were indispensable to
avert the impending total economic disorganization and famine, but they
were also steps toward socialism.?® Following the 7 April Conference of
the Russian Social-Democratic Labour Party, these measures were
inserted in the revised party programme. According to Lenin, they were
not revolutionary:

Under no circumstances can the party of the proletariat set itself the aim of
‘introducing’ socialism in a country of small peasants so long as the overwhelming
majority of the population has not come to realize the need for a socialist
revolution.?’

In his first ‘Letter from Afar’ on 20 March 1917, Lenin put the first
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problems to be tackled as giving peace, bread, freedom and land to the
proletariat, and to the semi-proletarian and small peasant population.?®
Besides state control over finance capital, Lenin envisioned, at that time,
only one basically new institution: a progressive income tax.

The radicalization of the Bolshevik opposition to the Provisional
government occurred after Lenin’s return to Petrograd on 3 April 1917,
and materialized in the summer and autumn of 1917. However, Lenin
did not renounce the division of aims into a minimum and maximum
programme, which had been characteristic of the RSDLP since its
origin.?® At the Extraordinary Congress of the Party convoked for
17 October, Lenin’s stand on the party programme was more moderate
than that of the left wing of the Bolshevik faction, led by Bukharin,
Smirnov and Osinskii. Since July 1917, Bukharin had seemingly
deepened his belief that war had accelerated the concentration and
centralization of capital in capitalist countries to such an extent that small
producers and the petty-bourgeoisie were rapidly losing any significant
economic function.®® At the congress, Bukharin and Smirnov proposed
the abolition of the minimum programme, on the ground that the time
had come to elaborate measures for the transition to socialism.?! The view
that war had favoured the evolution of capitalism into state capitalism
which in a revolutionary situation could be ‘directly transformed into
socialism’, did not encounter objection from Lenin. Both Bukharin and
Lenin had just examined the cartels and trusts characteristic of monopoly
capitalism, focusing on their impressive number ‘even in a backward
country scarce in capital as is Russia’ .32 But Lenin was more circumspect.
When he wrote ‘A Caricature of Marxism and Imperialist Economism’in
October 1916, he had considered Russia among the underdeveloped
countries, embracing ‘the whole of Eastern Europe’. These undeveloped
countries had still to accomplish ‘mainly democratic tasks, the tasks of
overthrowing foreign oppression’, unlike Western Europe and North
America, which he considered ready for socialism.?* At the Extraordinary
Congress of the Party, Lenin tried to persuade his young colleagues to be
cautious:

We all agree that the most important of the first steps to be taken must be such
measures as the nationalization of banks and syndicates. Let us first realize this
and other similar measures, and then we shall see. Then we shall be able to see better;
for, practical experience, which is worth a million times more than the best of
programmes, will considerably widen our horizon. It is possible and even
probable, nay, indubitable, that without transitional ‘combined types’ the
change will not take place. We shall not, for instance, be able to nationalize petty
enterprises with one or two hired labourers at short notice or subject them to real
workers’ control. Their role may be insignificant, they may be bound hand and
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foot by the nationalization of banks and trusts, but so long as there are even odds
and ends of bourgeois relations, why abandon the minimum programme ?3*

Lenin was convinced that nationalization alone would not alter the
nature of the system and its internal mechanism. This explains why he
defined these reforms as ‘bourgeois’.?*> State banks were supposed to allow
indirect control over capital so long as capital remained in part in private
hands. The nationalization of land was assumed to favour the spread of
capitalist methods in agriculture.

The crucial issue for all parties of Marxist inspiration was the
nationalization of the means of production in the industrial field. This
concerned mainly basic industry. About a month before the revolution, in
the newspaper Rabochii put’, Lenin published the lines of what he believed
should be done in order to make effective the programme of reforms
promised by the February Revolution. Alongside nationalization of
banks and insurance companies, he demanded the nationalization of the
most important branches of industry (oil, coal, metallurgy, sugar, etc.)
and the immediate introduction of workers’ control over production and
distribution.*® From these measures Lenin expected an improvement of
labour productivity, the return to the Treasury of the money hoarded by
the rich and the realization of state control over the exchange of grain for
manufactured goods, that is, price control. From a political point of view,
Lenin wanted to stress that the Bolsheviks were ready to engage in radical
policies if the situation demanded. He was challenging the Provisional
Government and inviting workers and the marginal sections of society to
adhere to the Bolshevik programme. While affirming that only the
support of the majority would permit the peaceful development of the
revolution, Lenin anticipated punishment, confiscation of property and
arrest in order to overcome the capitalists’ resistance.®’

Lenin’s programme assumed the possibility of mastering the state
apparatus. This problem was examined in ‘Can the Bolsheviks Retain
State Power?’, written by Lenin at the end of September 1917.3% This
pamphlet had some points in common with ‘State and Revolution’. The
bourgeois state was identified with the army, police and bureaucracy,
which ought to be replaced by the Soviets of Workers’ and Peasants’
Deputies. The soviets were to be the vehicle for the party’s will and
guidance. Lenin remarked that the soviets provided an organization for
the vanguard, through which this latter would ‘elevate, train, educate
and lead the entire mass of people which had remained up to now
completely outside political life and history’.** Honesty and efficiency
were expected from the system of election and recall and from close
contact with various occupations through the soviets, a system which,
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according to Lenin, was likely to facilitate the most radical reforms
without red tape. Lenin stated frankly that the first aim of Bolshevik
strategy was to get a firm hold of the crucial posts of control. He focused
on the political alternative, and not on an economic one:

The modern state possesses an apparatus which has extremely close connections with
banks and syndicates, an apparatus which performs an enormous amount of
accounting and registration work, if it may be expressed in this way. This
apparatus must not, and should not be smashed. It must be wrested from the
control of the capitalists; the capitalists and the wires they pull must be cuf off,
lopped off, chopped away from the apparatus; it must be subordinated to the proletarian
Soviets; it must be expanded, made more comprehensive, and nation-wide. And
this can be done by utilizing the achievements already made by large-scale
capitalism (in the same way as the proletarian revolution can, in general, reach its
goal by utilizing these achievements).*®

The ground for this approach was that the old institutions would, under
the vigilance of the soviets and the guidance of the party, perform the
tasks they were not able to perform under bourgeois management. For
the same reason Lenin rejected the hypothesis of general expropriation,
substituting for it ‘country-wide, all-embracing workers’ control over the
capitalists and their possible supporters’:

Confiscation alone leads nowhere, as it does not contain elements of organization
and accounting for proper distribution. Instead of confiscation, we could easily
impose a fair tax, taking care, of course, to preclude the possibility of anyone
evading assessment, concealing the truth, evading the law. And this possibility
can be ¢liminated only by workers’ control of the workers’ state.*!

By ‘workers’ control’, Lenin meant a sort of political supervision of the
activity of managerial staff, rather than workers’ management. ‘We are
not utopians’, he wrote in ‘State and Revolution’, ‘we do not dream of
dispensing at once with all administration and all subordination.”? ‘Can
the Bolsheviks Retain State Power?’ again emphasized this point: ‘We
are not utopians, we know that an unskilled labourer or a cook cannot
immediately get on with a job of state administration.”?

The elements of utopianism in Lenin’s approach to the administration
of the economy did not concern workers’ management, but the capacity
of the proletariat politically organized around the party to exert an
effective supervision of business requiring a high degree of competence
and expertise. To Bazarov,** who had objected that the soviets could not
be a suitable apparatus for all activities, Lenin replied that the Bolsheviks
were centralists, by conviction, by their programme and by the entire
tactics of their party. The Bolsheviks believed in centralization and in the
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need for a plan, Lenin argued, but this plan should operate within the
framework of a proletarian state where specialists would work ‘under the
control of workers’ organizations on drawing up a “plan”, on verifying it,
on decisions, on labour-saving methods, on centralization, on devising
the simplest, cheapest, most convenient and universal measures and
methods of control’.*°

But Lenin did not want to commit the party to detailed programmes.*®
The explicit reason for this was the relative backwardness of Russia. In his
April Draft for the revision of the party programme, Lenin stressed that
‘in the case of Russia, it would be wrong to present imperialism as a
coherent whole . . . since in Russia there are not a few fields and branches
of labour that are still in a state of transition from natural to semi-natural
economy to capitalism’.#” The whole idea of a transitional stage between
capitalism and communism was based on the assessment of the discrep-
ancy between a given stage of development of material resources and
techniques, their non-uniform diffusion over the country’s economy and
persistence of the old superstructures, amongst which education, expert-
ise and mentality played a fundamental role. This approach was not
peculiar to Lenin. In fact, it had deep roots in the analytical framework
which the Russian Social Democratic Labour Party borrowed from
Marx. For Marxists, the transition to a further stage implied realization of
the complete potential of the old social order, in order to establish the
material conditions necessary for the transformation of social relations.

This contradiction confined the Mensheviks to defence of the stage of
the bourgeois revolution, which, politically, meant their passive support
of the Provisional Government.*® The Bolsheviks were indeed able to free
themselves from the political impasse, but remained caught within the
contradiction between goals and meansin the economic field. The seizure
of power did not exempt the Bolsheviks from confronting the problems of
efficiency and growth, but on the contrary compelled them to assume
tasks and goals which they believed to be beyond the capacities of the
Provisional Government to solve. Thus, full-fledged capitalism provided
the image of the economy which the Bolsheviks endeavoured to realize.
After observing their performance in government, Bertrand Russell
commented : ‘the Bolsheviks are industrialists in all their aims; they love
everything in modern industry, except the excessive rewards of the
capitalists’.*® This admiration and uncritical preference for large dimen-
sions, the belief in the organizational efficiency of trusts and combines, the
trend towards integration of independent units and the extension of state
control over the economy, brought about by war, reflected the firmly held
conviction that all the latest features of the capitalist system in the
economic field should be adopted in order to advance toward the new



38 Nationalization of industry

society. This approach was especially characteristic of the technicians.
Kritsman’s creed was expressed in this way:

The task of the proletariat in revolution is not only to reshape the organization of
the national economy, but to complete and continue the organizational work of
the former system, not only in a revolutionary way, but also in the sense of an
evolution.’®

The productivistapproach — inherentin Marxistideology *! — provided in
general the basic guidelines for future policies. Bukharin’s elaboration of
the Party Programme in March 1919 stressed that the Bolsheviks were
supporters of productive communism and that the development of the
productive forces was the foundation of this programme.®? Radek®
insisted : ‘the communist economy 1s the utilization of all the productive
forces according to a predetermined plan, in the interests of working
people’ 54

Forms of monopoly capitalism were breaking through the nineteenth-
century competitive system. From the viewpoint of supporters of the
market system, cases of concentration and the formation of trusts and
unions were to be interpreted as a perversion of the competitive system,
leading to waste and distorted price signals, to be counteracted by
adequate legislation. In some countries this interpretation favoured the
introduction of anti-trust laws. The anarchist movement, fearing the
power that a combination of economic concentration and control from
above would give to the state, proposed the organization of a federal system
as a way of coordinating the autonomous activities of each productive
unit.>®> From the perspective of the European Marxists, however, the
process of concentration represented a positive expression of mature
capitalism. Marx had often characterized capitalism as an anarchic mode
of production, since it was based on market laws.*® To Marxists,
industrial concentration seemed to provide the background for a political
economy aimed at transforming the anarchic, competitive mode of
production into a coordinated and programmed process of growth, whose
expression later became central planning. Kautsky’s Die Soziale Revolution
stressed that one could learn from the American trusts how to increase
production at a stroke ‘simply by concentrating production in the most
advanced enterprises and leaving idle the factories which had notreached
such a degree of perfection’. According to Kautsky, Germany could have
achieved this progress by shutting down all factories having less than 200
workers.>” Lenin was much impressed by Kautsky’s pamphlet, which he
edited in Russian, adding some comments of his own about concentration
of production in Russia. Lenin concluded that productivity of labour and
wages would increase and working time decrease ‘if we expropriated all
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the manufactures, closed down the small enterprises and left only 1,500
big factories working two eight-hour shifts or three five-hour shifts’.%®
Later, Bukharin pointed out that finance capitalism had abolished the
anarchy of production in countries of high capitalist development,
through a system of share control, participation and financing which
substituted a technical division of labour within a ‘national’ organized
economy for individual economic relations.*®

Confronted with problems of implementing an economic policy, the
Bolsheviks had as a main goal the acceleration of what was already
occurring. In the new edition of Bogdanov’s Shori Course of Economic Science,
published in 1919, the organization of the socialist society was to be
inspired by ‘scientific centralism’, as opposed to the ‘authoritarian
centralism’, of capitalism.®® Kritsman’s approach to development em-
bodied Marxian determinism:

Each further phase of revolution is possible only if the former has gone far
enough. .., as long as any revolutionary phase has not yet been completed it is
necessary to keep the old relations on in other fields. In particular, the
transformation of technical relations is impossible, as long as all phases of the
revolution are not concluded. Revolution, therefore, advances on the basis of old
techniques, the methods of which remain essentially unchanged.5!

Bukharin praised Kritsman for this approach to transformation.®?
Lenin’s development of the idea of state capitalism, as a suitable method
of economic policy in the phase of transition,®® was definitely dependent
on the image of organization offered by the developed West European
countries. When seizing power, therefore, the crucial problem seemed
only one of furthering the process of concentration, enlarging the scope of
price control policies and substituting guidelines from above for market
incentives, while leaving to controlled distribution the task of implement-
ing communist principles.

2.2 THE INDUSTRIAL SITUATION IN RUSSIA
BEFORE THE REVOLUTION

Did the degree of concentration of Russian industry justify the idea that
the nationalization of trusts and syndicates together with bank national-
ization would provide the means of control over the economy? An answer
depends on certain specific features of the Russian economy, as well as on
the approach of contemporaries to them.

Around the turn of the century, competitive capitalism was already
turning into oligopolistic capitalism, particularly in the domain of heavy
industry. The diffusion of finance capital and the consequent separation
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between ownership and management, as well as the socialization of the
latter, were the crucial points of Hilferding’s analysis. From him both
Lenin and Bukharin borrowed much for their analysis of imperialism.
Concentration was interpreted as an extraordinary advantage for the
overthrow of capitalism. Control over the production and initial
processing of raw materials and over transportation was sufficient,
according to Hilferding, for control and indirect socialization of medium-
and small-scale enterprises.**

Though not as developed as Germany, Russia had gone through a
rapid process of concentration. Lenin remarked that in 1894—5 one-tenth
of Russian factories employed three-quarters of the total labour force and
produced seven-tenths of total industrial output®® This feature was
emphasized not only by Marxists, but also by most of the Russian
economists, whose tendency was to stress those aspects of Russian
development which most resembled European patterns, neglecting
traditional features to a greater extent than an impartial approach would
have justified. Basing his calculations on 1908 data (which he considered
the most complete until 1919), Grinevetskii maintained that Russian
industry was more concentrated than the German:

Table 2.1. Distribution of enterprises by number of workers employed in 1908
(per cent of total)

Number of workers Russian enterprises German enterprises
More than 1,000 24.5 8.1
501-1,000 9.5 6.1
201-500 10.9 11.2
101-200 5.8 9.9
51-100 5.4 10.2
21-50 4.8 11.6
5-20 6.2 13.4
less than 5 32.9 29.5

Source: V.1. Grinevetskii, Poslevoennye perspektivy Russkoi promyshlennosti, Kharkov,
1919, pp. 139-40

In Russia, the participation of the state in industrial activities had
stimulated the formation of large enterprises and speeded up the entire
process of industrialization.®® The mining, engineering, textile and food-
processing industries offered a picture of industrial concentration which,
despite differences in overall development when compared with other
European countries, presented some similarities to the most developed
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Table 2.2. Industrial output and imports, 1912 (million rubles)

Large-scale Small-scale

Industry industry industry * Imports Total
Mining 520 — 62 580
Metal 715 165 373 1,250
Textiles 1,158 260 147 1,550
Food-processing 1,350 120 338 1,800
Various 822 520 220 1,560

Total 4,565 1,150 1,140 6,750

® errors: + 25%,
Source: Grinevetskii, p. 166

capitalist economies. From Grinevetskii’s pre-First World War data on
total output (large- and small-scale industry, see Table 2.2), one can
calculate that, besides the large-scale mining industry providing 100 per
cent total output, the large-scale metal, textile, and food-processing
industries produced respectively 83, 82, and 92 per cent of total output.

The degree of concentration of Russian industry before the First World
War appears quite highin the light of Grinevetskii’s and other data on the
distribution of labour force and capital (by enterprises). Fifty-four
per cent of the industrial labour force was estimated to be engaged in five
per cent of the total number of enterprises, and there were a fairly large
number of giant concerns with a foundation capital of over five million
rubles.®” But both criteria may be misleading. The number of workers
engaged in handicrafts was undervalued in Russian statistics, as was their
share of total output. Statistics did not take into account the enterprises
with fewer than twenty workers. Kustar’ (handicraft) industry was not
statistically recorded at all and urban artisan industry (remeslo) was
recorded, in general, only for large urban centres. Grinevetskii acknow-
ledged that the number of kustar: might have oscillated between two and
ten millions. Nonetheless, he took the lower figure as significant, thus
allowing for a very high margin of error in total output and, con-
sequently, in the output share of large-scale industry. On the other hand,
foundation capital may not be a reliable index of concentration because
its expansion could be dictated by company or taxation laws; thus it did
not correspond necessarily to the scale of the firm’s productive operations
or toits value of output.®® Thus the features of a ‘traditional’ economy, by
the available statistics, were likely to be overlooked by the intelligentsia
ready to grasp any sign of capitalist development.

Though remaining heavily dependent on imports of finished products,
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Table 2.3. Structure of output of large-scale industry

(% of total)
Branches 1908 1912
Mining 10 1
Metal 14 16
Textiles 26 25
Food-processing 32 30
Various 18 18
Total 100 100

Source : Grinevetskii, pp. 30-1

Russia manifested between 1908 and 1912 the characteristics of economic
take-off.?* Mining and the iron and steel industry grew faster than other
branches.

Another feature which impressed the young Bolsheviks was the
increasing degree of monopoly of Russian industry. With the growth of
Russian industry before the First World War, agreements of various kinds
were concluded between firms. However, these agreements did not
always indicate aggressive dynamism. More often, in the Russian case,
they represented attempts to reduce the impact of economic crises on
developing, not yet firmly established, industrial undertakings. Soviet
literature has often confused the meaning of ‘trust’ with that of ‘cartel’
(which the Russians called ‘sindikat’).”® In the same way, neither Lenin
nor Bukharin, in their essays on imperialism, made a distinction between
the two forms of cooperation, since in their opinion they both resulted, in
any case, in a form of monopoly.” If, indeed, one does mean by ‘trust’ an
agreement, of greater or lesser importance, by which competitors in a
given branch of industry are tied through financial links with a
controlling company, it is possible to affirm that this form of monopoly
almost did not exist in pre-war Russia.”? Instead, cartels (or syndicates),
whose members kept their financial autonomy but agreed on a parity
status in price fixing, sales quotas and production quotas, were formed
particularly in iron and steel and in oil. In iron and steel the origin of
the powerful cartels Prodameta and Krovlia lay in the economic crisis of
1900-3. In 1908 Prodameta controlled 90 per cent of the iron and steel
output of South Russia and 45 per cent of the total national output. In
1909 Krovlia controlled 52 per cent of steel plate.’® The control of
Prodameta over the market and the integration of an increasing number of
activities, from fuel and minerals to specialized products, provided on the
eve of the war grounds for considering it a monopoly. Nonetheless, it
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Table 2.4. Participation of foreign capital in industry, excluding banking capital,
191617 (million rubles)

Total capital Foreign capital
in stocks and in stocks and
securities securities %
Mining 917.8 834.3 91
Metal-working 937.8 392.7 42
Textiles 685.4 192.5 28
Chemicals 166.9 83.6 50
Wood-working 68.8 25.7 37

Source: P.I1. Liashchenko, Istoriia narodnogo khoziaistva SSSR, vol. 2, Gos. Izd.
Politicheskoi Literatury, 1948, p. 378

could not evolve into a trust, because of conflicting pressures both inside
and outside its organization.”* Cartels also dominated other sectors,
including coal and sugar. By a sales agreement concluded in 1905, two
corporations, Nobel and Mazout, attained by 1914 control over 77 per cent
of total oil sales.”

Concentration was mainly an outcome of the financial policy of
Western banks. Iron and steel, mining, tobacco and sugar were heavily
dependent on finance capital under bank control. Foreign and Russian
capital, through the intermediation of a fairly well developed banking
system, dominated the principal industries. Of fifty joint-stock banks,
twelve controlled 80 per cent of the banking capital.”® Foreign capital was
particularly important in the mineral, metal-working, chemical and
wood-working industries.

Though German capital played a smaller role than French or English
(20 per cent of total foreign capital, as against 33 and 23 per cent
respectively,””) it was more evenly distributed over a wide range of
activities. Moreover, the German participation in industry was character-
ized by dependence of the enterprises concerned on raw materials, semi-
manufactures and auxiliary materials provided by the German parent
company.’® As a consequence, the measures of control adopted during the
war over enemy enterprises favoured a sort of state participation in the
financing of a number of undertakings whose shares held by enemy
citizens were subject to compulsory sale. However, most of these
undertakings were cut off from their normal sources of raw and auxiliary
materials and were affected by the interruption of directives from their
foreign controlling company. Electrical and electrical engineering plants,
chemical plants, mineral and mineral processing enterprises, as well as
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the Russko Baltiskii plants (thereafter known as the Putilov works) were
sequestered and put under state management.”®

Cut off by the war from its normal sources of supply, Russian industry
could not be easily supplied by alternative domestic sources. The
transport system was disorganized and over-burdened by army move-
ments and military supply. The southern industrial centres, where
mining and oil production were concentrated, were not able to supply the
metallurgical and engineering centres around Petrograd and Moscow.
The state railways, covering 43,000 versts (about 30,000 miles), had
15,000 engines, of which about a quarter were at least 25 years old. In
1915 the production of wagons was reduced to half the pre-war level and
the number of engines in service was lower than in 1912. An additional
cause of the incapacity of Russian industry to adapt itself to war needs was
the mobilization of industrial workers for the army. The employment of
female unskilled labour lowered the average labour productivity.®® In
1917 the total output of European Russia was already only about two-
thirds that of 1916, as can be seen from Table 2.5. The increase in output
of war industry as compared with other sectors occurred at the expense of
production for the market, which decreased by about 9 per cent between
1913 and 1916.%

Government policy aimed at introducing some form of regulation of
industrial activity, particularly in trade. In 1915 four special commissions
were instituted for defence, fuel, transport and provisions: their basic goal
was to facilitate material and financial supplies to war industry, by means
of price control and privileged quotas. These forms of control did not
evolve into state monopoly. They did provide, however, the initial
framework for the organization of the economy around ‘chief committees’
(glavki), which were to become the characteristic economic agencies of
war communism. Between July 1915 and May 1916 supply committees
for cotton, leather, flax, jute and paper were formed. Among the duties
assigned to them were: fixing ceilings on prices of raw and semi-
manufactured materials and manufactured goods; determination of
productive capacity and distribution of raw materials among individual
production units, purchase of raw materials, and other supervisory
tasks.®? As a consequence of control over supply, a black market in raw
materials developed. Meanwhile, sellers of raw materials tried to conceal
their stocks, thereby adding to the wartime inflationary pressure. The
number and rigidity of controls were increased, until it became necessary
to create centres concentrating all transactions, even in branches, like the
cotton and wool centres (fsentry), characterized by a relatively large
number of medium- and small-scale enterprises.®?

To the Bolsheviks, ready to grasp any form of evolution towards central



Table 2.5. Industrial output and employment (pre-war rubles)

1913 1916 1917

no. employed output no. employed output no. employed output

Branches of industry (thous.) (mill.) (thous.) (mill.) (thous.) (mill.)
Quarrying, clay, earth-moving 177.4 154.3 106.8 89.3 99.4 65.8
Mining and metallurgy 695.8 1,003.9 635.0 941.3 691.3 528.1
Metal working and machine building 347.9 628.1 697.2 1,888.4 766.3 1,212.9
Timber 104.0 171.2 92.2 106.3 92.3 93.3
Chemicals 70.8 333.7 128.3 853.5 108.3 564.1
Food-processing 3329 1,505.8 354.5 1,176.0 359.7 734.8
Organic materials processing 45.2 134.6 73.9 182.5 72.9 128.9
Cotton 491.6 1,090.3 472.9 892.5 462.5 596.4
Wool 92.1 195.1 89.3 187.2 96.5 134.4
Silk 33.3 49.2 28.8 38.9 25.5 21.8
Flax and hemp 85.9 115.3 110.7 130.6 100.7 90.7
Various fibrous materials 26.4 44.6 42.6 146.0 40.2 27.2
Paper and printing 874 152.0 84.0 126.6 85.8 99.2
Energy and water supply 7.9 38.7 11.8 72.9 18.4 46.5
Total for Russia 2,598.6 5,620.8 2,976.0 6,832.4 3,024.3 4,344.1
Total for European Russia 2,498.8 5,429.9 2,839.3 6,668.0 2,932.6 4,232.9

Source: Sbhornik statisticheskikh svedenii po Sotuzu SSSR 1918-1923, Moscow, 1924, pp. 168-9
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state administration as a necessary path of capitalist development, these
forms of control ~ in addition to the existing cartels — seemed to provide
good grounds and prerequisites for nationalization and price control. In
spite of initial objections® glavki and iseniry (chief and central com-
mittees), partially purged of their former staff, were kept on and assigned
increasing functions. Other glavki were also formed according to the rules
of the former committees. Under war communism, they became the
foundation of the organization of production.

2.3 FROM PROJECTS TO REALITY: ECONOMIC DIRECTION
AND NATIONALIZATION

In the ‘Inevitable Catastrophe and Extravagant Promises’, published in
Pravda on 29 and 30 May 1917, Lenin proposed the establishment of
control over banks and the gradual introduction of more just, progressive
taxation of incomes and properties as a way out of the crisis.?*> War had
brought about a large increase in profits, particularly in branches such as
the copper industry, textiles and food-processing,®® which left-wing
parties found outrageous in the face of increasing distress in the urban
centres.

Lenin, however, did not believe that new institutions and extraor-
dinary measures could counteract economic disruption. He ridiculed
Skobelev, the Menshevik Minister for Labour, for threatening a 100 per
cent levy on profits and the introduction of labour conscription®’ for
shareholders, and characterized the economic council proposed by
Groman as a new bureaucratic institution.?® Though demagogy was no
doubt present, Lenin’s unresponsiveness to the technical side of any
economic measure®® was not only a polemical shrewdness. It was also one
aspect of the Marxist belief that the effectiveness of institutions depended
on the rigour of administrative supervision over them, and on who
exerted this supervision, rather than on correct methods and institutions.
An illuminating example of this attitude was the Declaration of the
Bolshevik Group read out at the All-Russian Democratic Conference held
on 1 October 1917:

Only a power resting on the proletariat and the poor peasantry which controls all
the country’s material wealth and economic capability, whose measures do not
stop as soon as they touch the selfish interests of property-owning groups, which
mobilizes all the scientific and technically valuable resources to social and
economic ends is capable of bringing as much order as can be attained now into a
disintegrating economy, of helping the peasantry and rural workers to use the
available means of agricultural production to the greatest effect, of limiting profit,
of fixing wages, and of securing true work discipline in a context of regulated
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production, based on self-administration by the workers and their centralized
control over industry : only this kind of authority can ensure the demobilization of
the whole economy with the least amount of stress.%®

This faith was shared also by technically trained Marxists. Soon after the
revolution, Kritsman affirmed with enthusiasm: ‘the proletarian re-
volution, by transferring to the working class the power over the national
economy, impregnates the whole organization of the proletariat and
regenerates the [economic system], converts it into its substantial
opposite, from a capitalist to a socialist one’.%!

One of the first decrees issued by the Bolshevik Government was the
Decree on Workers’ Control of 27 November 1917. By this decree
workers’ control was institutionalized, that is, extended to all factories. *
It consisted in the limitation of the rights of ownership and disposal of
property, under the assumption that production and delivery of products
ought not to be left to the discretional decisions of owners and managersin
a time of economic crisis. Workers’ control implied the persistence of
private ownership of the means of production, though with a ‘diminished’
right of disposal. It meant the introduction of a political constraint into
business. The organs of workers’ control, the factory-committees, were
not supposed to evolve into workers’ management organs after the
nationalization of the factories. The hierarchical structure of factory work
was not questioned by Lenin, who affirmed that the socialist revolution
would not dispense with subordination, control, ‘foreman and account-
ants’. The fact that Lenin’s statement was written in ‘State and Revolu-
tion’ is relevant, because this pamphlet was conceived by him as a theo-
retical essay, in which he tried for the first time to formulate a coherent
institutional framework of the future socialist society, to oppose his own
Marxist project to the ‘distortions’ of Marxism produced by Kautsky.*?
To the Bolshevik leadership the transfer of power to the working class
meant power to its leadership, i.e. to the party. Central control was the
main goal of the Bolshevik leadership. The hasty creation of the VSNKh
(the Supreme Council of the National Economy) on 1 December 1917,
with precise tasks in the economic field, was a significant indication of the
fact that decentralized management was not among the projects of the
party, and that the Bolsheviks intended to counterpose central direction
of the economy to the possible evolution of workers’ control toward
self-management. Osinskii, the first president of VSNKh, and one of the

*] use the standard translation ‘workers’ control’ for rabochii kontrol’. However, the meaning
of the Russian word kontrol’ is very wide, ranging from audit and general supervision, to the
exercise of authority in detail over an institution or activity. In this book the particular
meaning of konirol’ is indicated where necessary.
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supporters of the largest participation of workers in management,
observed that ‘workers’ control’ was one of those transitory slogans, not
entirely fitting, not quite consistent with other more consequential ones of
the pre-October period. Socialist appropriation, he added, was going to
be reinforced only by a developed state socialism, i.e. by a centralized
system of socialized production, monopoly distribution of products and
planned utilization of labour resources.® The main alternative to
workers’ control was nationalization. It entailed ‘state control’ over the
means of production, that is, direction and disposal of these means in
favour of the interests of society as a whole. But a crucial barrier to
nationalization was the lack of Bolshevik cadres at the top levels. This was
a further reason for limiting the programme of nationalization to banks
and syndicates, the only institutions where the process of concentration
was presumed to prevent the dispersion of managerial cadres. On the
basis of Hilferding’s analysis, too, Lenin believed that the socialization of
management in the joint-stock companies, determined by the separation
of ownership from administration, made the transition to socialism easier.
This approach comes through almost incidentally in ‘State and
Revolution’:

The question of control and accounting should not be confused with the question
of the scientifically trained staff and engineers, agronomists and so on. These
gentlemen are working today in obedience to the wishes of the capitalists, and will
work even better tomorrow in obedience to the wishes of the armed workers.*

Lenin’s approach to this question was superficial. It might have been
partially justified by the war trend towards equalization of wages,
depressing higher salaries,”® which could have been interpreted as a form
of ‘proletarianization’. But, whether aware or not of such a trend, Lenin’s
presumption that white-collar staff would keep offering their services to
Soviet Power at ‘salaries no higher than a workman’s wage’? was oddly
optimistic. In a rapidly deteriorating situation, under the banner of the
revolution, not only were economic disparities going to be resented, but
also prestige and authority. Some months of experience in power
convinced Lenin that the services of ‘bourgeois specialists’ should be paid
at higher salaries.*’

What occurred in the first months after the seizure of power is evidence
of the fact that the Bolsheviks were not able to determine the tempo of
their economic reforms. They had a programme of nationalization of key
branches, but they did not intend to apply it immediately, without
preparatory work, which also meant preparation of cadres. In December
1917 Lenin instructed VSNKh to prepare the nationalization of large-
scale industry, as one step towards implementation of the party
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programme in the economic field. But there were no deadlines, nor did
VSNKh consider it necessary to start immediately on this project.®®

Before June 1918 nationalization did not follow a plan. In the absence
of a definite hierarchy among administrative powers, local authorities
often decided confiscation of factories and requisition of products,
independently of the scale or importance of industry from the general
point of view. Confiscation was a punitive measure, which implied no
compensation or obligation on the part of the state to the owner.?® The
chaotic way in which nationalization of industry proceeded preoccupied
the leadership of VSNKh and was criticized by contemporary Soviet
economists,'® as well as by the opposition.'®! Pressures for nationalization
from below were strong. It may be interesting to note that the first
production units to be nationalized did not belong to the sugar, coal, iron
and steel or oil syndicates, the control of which Lenin considered
necessary before October 1917, but were single factories, of no particular
national relevance.

The first factory to be nationalized was a textile mill belonging to a
former minister of the Provisional Government. This factory, which was
situated in the Moscow Region, had stopped working before the October
Revolution. The Textile Trade Union presented a petition for con-
fiscation to the Moscow Soviet. Sovnarkom decreed nationalization,
adducing that it was inadmissible to shut down a factory working for the
army and for the needs of the poorest consumers, that the owner had
sabotaged production and that nationalization was necessitated by ‘the
interests of the national economy, of the large masses of consumers and of
the 4,000 workers and their families’.!®?

State subsidies and lock-outs were additional causes for petitioning for
nationalization. In the case of a textile factory which was kept working
thanks to funds and supplies from public authorities,'®® the workers
claimed that it was highly undesirable to supply funds and increase profits
at their own expense for the advantage of the owner rather than of any
collective organization.'” The waste of government subsidies was
adduced as motivation for the confiscation of an electrical company on
29 December 1917.'9 The nationalization of water transport was
demanded by workers of various Soviet institutions and the Trade Unions
Control Committees of Kostroma.!%®

But state intervention was claimed not only in cases of disruption. At
the end of January 1918, the Conference of the Factory-Plant
Committees in Petrograd demanded not only immediate confiscation of
factories which did not apply workers’ control, showed no concern for
improvement of working conditions, committed sabotage or stopped
working; but also that steps be taken to nationalize the best equipped
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factories in a good financial position. The conference affirmed that ‘the
proletarian revolution not only receives from the hands of the plunderers
a disrupted economy, which represents a burden on the state budget, but
also those enterprises which may work intensively, producing economic
goods for the country, thereby helping the good maintenance of national
wealth’ 197

The Soviet government was not eager to burden the state budget with
the losses of private enterprises. For the leadership, nationalization
implied preparatory work, in order to avoid halting the production
process, and did not exclude compensation. This is why in November
1917 Sovnarkom instructed the local soviets to slow down their initiatives of
confiscation and requisition and to verify preliminarily the technical and
financial position of enterprises.'®® In addition, lack of public funds
available to finance industry alarmed Menshevik circles even in cases of
projects for partial nationalization.'”® People in charge of economic
affairs were cautious. VSNK tried to stop the wave of confiscations and
to bring order into the process of nationalization. On 16 February 1918
VSNKh decreed that nationalization was to be decided by itself, with the
approval of Sounarkom, and that no other institution had the right to
confiscate enterprises.!'® Two months later VSNKh had to resort to
financial weapons to make this rule effective. Soviet institutions were
informed that enterprises nationalized without approval would not be
financed through public funds.'!!

Between 15 November 1917 and 6 March 1918, eighty-one enterprises
were expropriated by Sovnarkom decree or by VSNKh. In this period,
emphatically reported by the Soviet literature as the ‘red attack on
capital’, of the thirty expropriation decrees signed by Sovnarkom, twenty-
five referred to confiscation; three, to transfer to state ownership; and
two, to nationalization.!'? The Soviet literature, by and large, stresses
that nationalization had a rationale, for more than half of the expro-
priated enterprises belonged to the mining industry and a third to the
metal working and electrical industries.!'® But this is not by itself evidence
of the implementation of a plan. Nationalization often sanctioned
autonomous initiatives by workers or local soviets. Of the thirty-four
decrees of expropriation signed by Sovnarkom and by VSNKh between
December 1917 and February 1918, only five mentioned the national
importance of the undertaking. Refusal by the management to apply
workers’ control led to nationalization in eight cases and stoppage of
production in twelve.!'* In addition, important undertakings were
expropriated without preparatory work, in order to put a barrier against
politically undesirable developments. The confiscation of the joint-stock
company Bogolovskii in the mining district of the Urals was decided at the
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request of a delegation of workers and was motivated by sabotage by the
managerial staff, for which Lenin demanded arrest.!'> Other factories of
the same region were confiscated by Sovnarkom at about the same time for
not applying workers’ control or the decree on land.!!'s For twenty-four
out of thirty-four factories in the Urals, the reason for expropriation was
that stocks were deteriorating after the owners had stopped
production.'"’

The Bolsheviks had also to cope with anarchical twists. A soviet in
Irkutsk province decided in January 1918 to take ownership of the mines
and their inventories located in fifteen raiony of the province. The ‘factory-
plant committees’ of the mines were declared to be the management in loco
(khoziain). An analogous decision was taken in the Glukhov province in
the Donbass, where industrial cooperatives were formed.''® Also in the
Donbass the workers spontaneously formed local economic councils and
proclaimed those mines which were ownerless, for whatever reason, to be
the property of the Republic. They directly assumed the management.!'®
In this case, nationalization was declared without any participation of the
higher authorities; it covered half of the mines. The VSNKh Commissar,
Osinskii, who had been sent to this area, observed that nationalization
was necessary because most of the coal mining industry had lived upon
state financing since the Kerenskii government (wages and all sorts of
subsidies), and that private bank credits were no longer available after
the nationalization of banking. But the ultimate reason for national-
ization, concluded Osinskii, was that if it were not decreed by the
competent organs, it would be carried out anyway locally.!?° By the end
of March 1918, 230 mines had already been nationalized locally.!*!

The tempo and scale of nationalization up to the autumn of 1918 have
recently been analysed by a comprehensive Soviet survey of the process of
‘socialization’ (obobshchestvlenie) of industry.'?? Figures produced show
that, after an initial period of hesitation, the central government
increased the rate of nationalization. Not only large-scale industry, buta
fair quantity of medium- and small-scale enterprises, the nationalization
of which had not been foreseen by the Bolshevik theoreticians, were

nationalized.
From a detailed examination of the expropriated enterprises by

branch, no conclusive observations may be reached as to the existence of
an order of priorities as between heavy and light industry in the process of
nationalization.

The highest percentage of nationalized enterprises was in the agrarian
regions (Central Black Earth Region and Volga Region), where more
than 51 per cent of the 3,221 examined enterprises were expropriated
before the autumn of 1918. About 1,000 enterprises (23.3 per cent of the



Table 2.6. Time of ‘socialization’ of tndustrial units according to number employed®

Nov.—Dec. Jan.—Mar. Apr.—July After July

Number Expropriated  Nation- Sequestered Munici- 1917 1918 1918 1918
employed (% of total) alized or confiscated palized (percentage)
1+2+3 1 2 3
Less than 50 38.9 1,369 71 412 10.8 19.6 30.9 38.7
51-200 31.9 560 41 87 5.9 13.8 44.8 35.5
201-500 33.3 155 14 32 7.0 11.9 47.8 33.3
501-1000 50.2 123 3 3 3.1 4.6 57.4 34.9
1001-5000 51.9 117 — 5 2.5 9.2 47.5 41.8
Over 5000 82.6 17 2 — 15.8 — 52.6 31.6
Unknown 21.6 271 19 37 10.1 11.9 31.8 46.2
Total 35.0 2,612 150 576 8.9 16.1 36.6 38.4

Note: 2The total number of enterprises recorded by the census of autumn 1918, from which these data have been computed, was 9,542.
Source: V.Z. Drobizhev, ‘Sotsialisticheskoe obobshchestvlenie promyshlennosti v SSSR’, Voprosy istori, 1964, no. 6, 58



Table 2.7. Time of ‘socialization’ of industrial unils according to branch of production

Expro- Jan.—
Number of  priated Nov.— Mar. Apr.— After
Branch of enter- enter- Dec. 1918 July July
production prises prises (%) 1917 (percentage) 1918 1918
Ferrous metals 32 28 87.5 — 10.7 64.3 25.0
Fuel 218 118 51.7 5.1 11.0 59.3 24.6
Electrical energy 63 34 53.9 7.1 44.1 20.6 26.5
Chemicals 344 71 20.6 7.0 25.3 23.9 43.8
Machine building and
metal working 875 317 36.2 8.5 19.9 38.5 33.1
Timber and woodworking 946 365 38.6 10.9 11.4 23.4 55.3
Paper 301 79 26.2 7.6 7.6 68.4 16.4
Building materials 371 131 35.3 3.1 13.0 58.0 25.9
Textiles 1,059 234 22.1 3.4 9.0 45.7 41.9
Leather 939 136 14.6 5.1 9.5 42.7 42.7
Food-processing 3,252 1,150 47.7 11.1 18.0 335 37.4
Printing 663 141 21.3 5.7 20.5 30.5 43.3
Railway transport 36 29 80.6 6.9 37.9 10.3 44.9
Glass and china 140 72 51.4 11.1 9.7 41.7 37.5
Other 158 33 20.8 6.1 6.1 42.4 45.4
Total 9,542 3,338 35.0 89 16.1 36.6 38.4

Source: Drobizhev, p. 61.



Table 2.8. Number of industrial units ‘socialized’ by initiative of various institutions

November-December January—March April—July After July Total
1917 1918 1918 1918

Institution N® S M N S M N S M N S M
Soonarkom 10 17 1 247 3 177 1 456
VSNKh 4 12 1 104 4 164 3 292
Local soviets 136 11 61 208 16 76 251 24 147 197 10 88 1,225
Local Soonarkhozy 18 2 4 56 6 4 264 13 31 417 18 28 861
Trade unions 3 2 4 14 2 17 24 10 26 20 1 18 141
Other 23 3 17 94 1 13 56 6 12 96 12 30 363
Total 194 18 86 401 27 110 946 60 216 1,071 45 164 3,338

*N = Nationalized
S = Sequestered or confiscated
M = Municipalized

Source: Drobizhev, p. 63
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total recorded number) in the Moscow Region, and 201 (21.5 per cent of
the enterprises examined) in the North-West European part of the
RSFSR, were nationalized before the autumn.!??

Lack of data on the volume of output nationalized prevents one
drawing conclusions about effective control over the economy made
possible by nationalization up to mid 1918. The fact that expropriation
was often decided independently of central authority suggests, however,
that central control over the economy was far from achieved by June
1918. Until March of that year, nationalization by Sovnarkom or VSNKh
concerned only 28.1 per cent of cases. This percentage represented 63.8
per cent of industrial enterprises with over 1,000 workers, but included
only 4.2 per cent of the total enterprises (141 of the 3,338) expropriated by
the end of the year'?* (see Table 2.8). Local soviets and sovnarkhozy helped
the process of nationalization to get out of the control of the centre. The
economic organs registered the existing disorganization. In November
1918 VSNKh stated again that the right to nationalization belonged
exclusively to it and to Sovnarkom and concerned only joint-stock
companies.'?® In spite of this declaration, Tsentrotekstil’ in December
ordered nationalization of all textile factories purchasing wool,'?¢ while
its local organs urged the nationalization of textile factories so as to have
them subsidized by the government.'?’

Implementation of a steady programme of nationalization was also
hindered by lack of agreement among the leaders. The common opinion
that finance capital ought to be expropriated did not entail an agreement
on methods, priority and schedules of nationalization. The institutional
gap determined by the revolution, therefore, favoured the spontaneous
outburst of initiatives from below, which could not be overcome by the
leadership. A resolution of the Fourth Conference of Factory-Plant
Committees in Petrograd, held in January 1918, demanded the
transition of ‘all the means of production, factories and workshops’ into the
hands of the State.'?® In the same month, the First Trade Union Congress
approved unanimously the thesis that ‘the insufficiency of technical forces
and the financial exhaustion of the country dictates a definite gradualism’
in the matter of state organization and trustification. An agreement was
reached about starting with the trustification of the coal mining industry,
which was the most concentrated and the one on which all other
industries depended.'?® The contrast between factory committees and
trade unions not only reflected different positions on this question by
Bolsheviks, largely represented in the former, and Mensheviks, who were
more important in the trade unions. It also echoed the lack of consensus
within the Bolshevik leadership, of which the Meshchersky Trust and
Stakhaev Trust affairs are instructive examples. After ratification of the
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Brest—Litovsk peace negotiation on 25 March 1918, the divergences
within the Bolshevik Party became sharper. While Lenin tried to
persuade his comrades to interpret the peace agreement as a respite, to be
used for restoration of the country’s economy, the left wing manifested its
opposition by abandoning leading posts and starting a campaign against
Lenin’s proposal on the utilization of bourgeois specialists in industrial
management.'*® The outcome of the negotiations with the representatives
of the two powerful metallurgical trusts indicates that the arguments of
the left wing had no small impact. The initial project concerned the
formation of a trust combining twenty enterprises, which could have
controlled from 50 to 60 per cent of Russia’s machine-building and
metallurgical industries. For this purpose, contacts had been maintained
with the director of the railway wagon works of the Sormovo—Kolomna
metallurgical complex, Meshchersky, since January 1918. Complex
negotiations were conducted between representatives of VSNKh and the
Association of Moscow Factory Owners.!*! In the course of the nego-
tiations the industrialists offered to the government 100 per cent of the
shares and complete control over the trust, provided that 20 per cent of
the shares were held in reserve to be returned to the original owners with
accumulated dividends, should the government sell the trust’s shares in
the future.'®? In March 1918 similar negotiations were undertaken with
the Stakhaev group controlling a powerful metallurgical trust in the
Urals. From the initial proposal concerning the division of finance capital
into three main parts (two-fifths held by Russian capitalists, one-fifth by
American shareholders and two-fifths by the Soviet government), the
financial group came even closer to more unfavourable terms proposed
by VSNKh: full nationalization with joint participation in a commission
entrusted with reorganization of the metallurgical complex. The
Stakhaev group declared itself ready to accept these terms if the
representatives of the group were granted the status of ‘official repre-
sentatives of the agglomerate’, rather than the status of specialists as
proposed by VSNKh.!?3

Both negotiations were interrupted and the industrialists’ offers
rejected on 14 April, when VSNKh decided on full nationalization of the
metallurgical complex.

The Meshchersky project had encountered the opposition of some local
trade unions, which demanded full nationalization and participation of
their representatives in the bargaining.!** But the fate of these projects
must be evaluated in the light of the Brest—Litovsk agreements and the
left-wing position on them. The left-wing communists challenged Lenin’s
concept of ‘respite’ on several grounds. Firstly, the hypothesis that
Germany, busy fighting England and France, would not attack Russia
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was rejected by the argument that Germany had not only conquered the
Ukraine, but she also would restore factories and fields to the original
owners. Secondly, the left-wing communists observed that the respite was
not of much help, since the organization of the economy required not only
time, but points of departure, such as control of iron, machines, coal,
fabrics and food. The final argument — and the crucial one for its political
implications — was that Russia capitulated to Germany because the
government’s efforts had been directed at gaining the services of the
bourgeoisie, rather than the people’s support against Germany.!3*> At the
4 April Session of the Central Committee, Osinskii argued that if the
Meshchersky proposal and similar projects had been accepted, ‘all
initiative in organizing and managing the enterprise would have
remained in the hands of the organizers of the trust’.!*¢ This and similar
objections were probably decisive for the final outcome, at a time when
the Bolsheviks were endeavouring to solve the food crisis by a scheme of
collective commodity exchange, which presumed full control over basic
industrial and agricultural products.

The First Congress of Sovnarkhozy,* held between 26 May and 4 June
1918, reflected the preoccupations of the leadership on what had to be
done first in the field of nationalization. The theses on moderation and
gradualness were adopted by a small majority, while a substantial group
of left-wing communists opposed them with cogent arguments.

2.4 NATIONALIZATION AFTER BREST-LITOVSK!:
TIMING AND SCOPE

The recent experience of nationalization, the need for a new strategy after
the German occupation of the Ukraine, and the contrasting appreciation
of the economic consequences of the Brest—Litovsk agreement furnished
the political background for discussion of the economic theses presented
at the congress of sovnarkhozy.

Two main lines, each concluding with the presentation of separate
resolutions to be voted on, reappraised the terms of the debate and singled
out the major divergences on the subject.

The official position of VSNKh was presented by Miliutin. He
observed that 50 per cent of the enterprises of the mining and metal
working industries had already been nationalized. In the Urals, national-
ization had proceeded even faster than elsewhere, since 80 per cent of all

*The congress consisted of 252 delegates from several institutions (VSNKh,
Sovnarkom, trade unions, workers’ cooperatives, etc.) who elected the leading
organs of VSNKh, the Presidium of sixty-seven people and a smaller bureau of
nine.
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mining-metallurgical and metal working industries had been expro-
priated. Nationalization, he continued, occurred without preparatory
work, in the atmosphere of class struggle. Nonetheless, this process had
taken placein the field of heavy industry, where it was most desirable. On
behalf of VSNKh he proposed the complete nationalization of the
mining—metallurgical, metal working, fuel and textile industries on the
basis of a systematic plan. He noted as immediate preoccupations the
possible shut-down of non-profitable enterprises by the capitalists, as had
happened with some of the oil wells. The scale and concentration of these
branches should be taken into account in nationalization policy.'*” He
proposed gradual nationalization. Before it took place, the preliminary
work of accounting and registration of inventories should be done.

Miliutin’s theses aroused sharp criticism from the left wing, who
demanded rapid nationalization. Their overall analysis of the political
and economic situation formed the dramatic basis of their radical
alternative proposals. Some speakers reminded the congress that much of
the domestic capital was in the hands of foreigners and economic
initiatives were in many cases dictated by Germany.!*® Osinskii argued
that the preliminary work of accounting and control, which workers were
supposed to carry out according to Miliutin’s project, was blocked, in
fact, by the survival of private ownership. Should private ownership not
be abolished, balance-sheets could not be checked and nationalization
would be deferred indefinitely. From this standpoint, Osinskii proposed
the straightforward nationalization of all the means of production and the
division of industry into two departments. Means of production, basic
industrial materials, means of transport and goods for the peasant market
should be included in the first department. The second department would
function as a buffer section of the economy, since it included non-essential
output, which could be suspended without affecting overall economic
growth.!3?

In his proposal for the two departments of industry, Osinskii’s
development of the Marxian scheme of reproduction was a partial
anticipation of Preobrazhenskii’s analysis in the mid twenties as well as of
the Soviet-type planning of the thirties. The division of the economy into
two departments gave a guideline for priority in investment. Osinskii
proposed allocation of adequate financial and productive resources
together with consumption funds to the first department, production in
which had to be speeded up. From this point of view, he opposed Lenin’s
project of electrification, which risked freezing investments for too many
years.'*0

The rapid and decisive industrial collectivization proposed by the left
wing presumed extensive participation of workers in management.
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Smirnov stressed that nationalization was but a change of ownership,
entailing nothing from a socialist point of view. This approach had
already been Lenin’s stand on nationalization before the revolution. But,
while according to Lenin’s theory of the vanguard party the mere seizure
of power by the Bolsheviks produced a socialist framework, the left wing
focused on the composition of management at the factory level. It was the
left wing’s merit to point out clearly the relation between nationali-
zation and management, and to propose the radical — though question-
able — solution of collective management in the early stages of socialism.
By emphasizing the connection between nationalization and managerial
composition, the left wing wanted to show that nationalization was
feasible. If there was to be one-man management—an idea which
attracted both Lenin and Trotskii at that time — the lack of centrally
appointed, reliable managers could have become decisive for opposing
the rapid programme of nationalization.

At the congress of the sovnarkhozy, Lenin’s stand on workers’ partici-
pation in decision-making was quite moderate. Lenin concentrated on
the problem of productivity and labour discipline. His proposal to apply
Taylorism in industry aroused a passionate controversy in the assembly.
The most recent conquests of the working class were at stake. Left-wing
communists and anarcho-syndicalists imputed the fall in productivity to
sabotage by bourgeois specialists. Technicians were indeed granted a
conspicuous role in management by the first decree on management,
which at the time was a source of internal conflicts and political debate.'*!
The official line, which had the authoritative support of Lenin, on the
contrary, singled out other factors of inefficiency, such as poor discipline,
disorganization and mistakes due to local interference in the economic
field, often ending in punitive confiscations, undesired by the centre.!*?

The majority of the voters voted for Miliutin’s theses (twenty-five votes
for, seven against and thirteen abstentions). Osinskii’s resolution got nine
votes for and twelve abstentions. The large number of abstentions shows
that, though prevalent, the official position had not sufficient support to
create a basis for stable future policies and preclude opposition.

On 28 June 1918, Sovnarkom promulgated the decree on nationalization
of joint-stock companies.’*® This decree did not correspond to the
programme of gradualism defended by Miliutin, nor to the criteria of
priority for the nationalization of the means of production and exchange
which were at the basis of Osinskii’s proposals. It concerned joint-stock
companies, i.e. large-scale industry. Conjectures have been expressed to
explain the suddenness of this decision, with reference to the fact that the
capital of joint-stock companies was primarily German.'** Unlike other
decrees, indeed, the June decree came into force from the moment of its
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signature. The thesis that political reasons were the determining factors
behind the sudden nationalization of large-scale industry receives strong
support from the available material. At the First Congress of Sovnarkhozy,
an eminent personality of the party, Radek, had expressed his fear that
the Russian capitalists could obtain the support of Germany to carry out
the counter-revolution by selling their stocks and shares to German
citizens, through simulated contracts. He proposed, therefore, the forced
sale to the state of all stocks and shares in the possession of German
citizens,'** a measure which the Provisional Government had already
begun to implement.

Joint-stock companies had been a matter of concern throughout the
world war. Between July 1915 and October 1916 measures of liquidation
and compulsory administration of joint-stock companies incorporated
under Russian law, but controlled by German capital, had been adopted.
In 1917, under the pressure of public opinion, the government decreed
the compulsory sale of shares held by enemy nationals. The difference
between the real value of the shares, which was used as the basis of the
selling price to Russian citizens, and the purchase price, based on the
price of the stock of reissue according to the last pre-war balance-sheet,
was, to be paid into the Treasury budget.'*¢

After the Brest—Litovsk agreement, the question of the enemy’s shares
again acquired strong relevance. One of the economic clauses of the
agreement stated that ‘land, mines, industrial and commercial establish-
ments and shares are restored to enemy nationals... except property
which has been taken over by the State’.'*” During the negotiations, the
German representative accepted that nationalizations taking place
before 1 July 1918 could be paid in redemption money, but claimed that
all nationalizations taking place after that date, concerning German-
owned industries, had to be fully and immediately indemnified. This
claim induced Larin and Krasin, the Soviet representatives in the joint
financial commission sitting in Berlin, to draw up a draft of the industrial
branches included in the plan of nationalization before July. Krasin’s
dispatch to Moscow warned that publication of the decree of national-
ization should not be deferred to after 29 June since otherwise, Germany
would demand payment in cash for the German shares in the given
enterprises, thus making nationalization in effect impossible. Krasin
urged the Presidium of VSNKh to check the list of enterprises subject to
nationalization.!*® The degree of improvisation which accompanied the
drafting on expropriation (the most far-reaching decisions in this field
taken up to then by any country) has been revealed vividly in the
published memoir of Shotman, who was at the time secretary of the
VSNKh Presidium.'*®* On 27 June Lenin convened a meeting of
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economic experts. The economists were urged to draw up a list of
enterprises in all industrial sectors within twenty-four hours. No excessive
precision was requested. Next day the list was completed. The Presidium
of VSNKh declared the nationalization of all listed enterprises and
submitted the decree for Lenin’s approval. At 1 a.m. on the 29th, Lenin
sent Shotman to Izvestita, to make sure of the publication of the decree on
the same day. The editorial office had to change the stereotype in order to
make possible immediate publication of the decree. Lenin’s telegram to
the Soviet embassy in Berlin concluded the three-day epic of national-
ization by the glorious assertion that the law ‘was expected impatiently by
the Russian people and its publication had been deferred by events
independent of the will and wishes of Soviet Power’.!%°

This improvisation explains why the decree on nationalization of large-
scale industry affirmed that the former owners could keep their enter-
prises under free lease from the state, invest in them and get a benefit from
them, as well as why the managerial staff were obliged to remain at their
posts. Though the June decree was the pretext for some epic’ in-
terpretations of Bolshevik history, both by contemporaries and by later
literature, nationalization maintained a random and unplanned charac-
ter even after June. The decree represented a political act and a legal
decision. Effective nationalization required the issue of individual decrees
for each expropriated factory or industrial complex. Such decrees
depended on contingent reasons and were frequently the outcome of
conflicting pressures between central and local administrations. The June
decree concerned 215 enterprises of heavy industry. In the course of war
communism, this number was far exceeded. Individual decrees of
nationalization were issued throughout 1918 to 1920.

On 30 June 1918, VSNKh decreed nationalization of the
Sormovo—Kolomna works, which together with some other works formed
the first large union of machine building factories, GOMZA (state union of
machine building plants). Some months elapsed before decisions of
analogous weight were taken. In October 1918 two large enterprises of
competing financial groups in the copper industry, the Kolchugin
and Tula, were nationalized. Tsentromed’ (Central Administration for
Copper), controlling eight enterprises falling under the June decree, was
created in January 1919.'5' By the end of 1919 the number of enterprises
of the metal-processing industry kept in the records of VSNKh was 1,191
{(with the exception of the Southern Regions and the Urals). Out of this
number, 434 had been nationalized and put under direct control of
VSNKh and 158 had been united into fourteen unions.!s?

The number of enterprise nationalizations in each branch has never
been precisely determined. Contrasting figures are indicated by the
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official statistics and by further investigations on this subject. On 1
October 1919, VSNKh recorded 2,522 nationalized enterprises employ-
ing 750,619 workers. These enterprises represented 37 per cent of the total
recorded enterprises.’>* On 1 November 1920, VSNKh reported to the
Congress of Soviets 4,547 nationalized enterprises, employing one million
workers, and presented the following division by branches:

Table 2.9. Nationalized enterprises, 1 November 1920

Number of Number of Number of 9, total
enterprises ~ workers  nationalized = Nationalized
Branches enterprises
Quarrying, clay,
earth-moving 998 187,487 445 44.5
Metal working 1,135 243,547 582 50.4
Wood working 242 9,984 157 64.9
Chemicals 261 45,735 244 93.5
Food-processing 2,639 161,551 1,946 73.7
Organic materials 421 43,322 228 54.1
Textiles 847 454,639 629 74.2
Paper and printing 146 32,684 146 100.0
Mineral-metal 133 91,963 127 95.5
Various 66 6,600 43 65.1
Total 6,908 1,277,515 4,547 65.7

Source : Report of VSNKR to the 8th All-Russian Congress of Soviets, December 1920,
quoted in I.E. Ankudinova, Natsionalizaisiia promyshlennosti v SSSR (1917-1920),
Moscow, 1963, p. 70

The VSNKh estimates suggest that both large and small enterprises were
nationalized, since the average number of workers in some branches
was rather low.

VSNKbh’s figures do not coincide with the number of enterprises
recorded by the census of August 1920 as ‘state enterprises’. The census
recorded 26,156 state (gosudarstvennyi) enterprises employing hired labour
out of a total of 58,074.'>* An explanation for this discrepancy between
official data may be that VSNK included only enterprises which were
subject to nationalization by a decree of a competent organ, while the
census included all enterprises which, in one form or another, were
dependent on public subsidies and public institutions such as the local
soviets or sovnarkhozy.'>® From this point of view, one may also argue that
nationalization under war communism did not ensure full central control
over the country’s resources and means of production, though such was
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certainly the intention of the leadership. Fully operative centralization
was precluded by several factors, among which the location of raw
materials, the changeability of the frontiers, and the resistance of local
organs to central directives played the major role. The nationalization of
large-scale industry was to make possible the formation of unions of
enterprises directed by central administrations or under the direct control
of VSNKh. But the geographical distribution of raw materials and fuel
was particularly unfavourable to this programme. Industrial activities
were concentrated around a few centres, such as Petrograd, Vladimir,
Ivanovo-Voznesensk and Moscow, while coal (which in 1913 accounted
for 67.1 per cent of the fuel consumed by industry) was provided to the
extent of 86.9 per cent by the Donets Basin and 3.9 per cent by the Urals.
The other coal sources were in the Caucasus, Turkestan and Siberia.
Under war communism, the loss of the territory where most of the fuel
and raw materials were concentrated increased the inefficiency of large-
scale industry as compared with enterprises of average and small
dimensions less dependent on capital-intensive techniques. The Moscow
industrial district, where before the war 26 per cent of the metal working
and machine building output and 88 per cent of the textiles output were
produced, was cut off from the regions of the South which supplied before
the war 73.7 per cent of the total output of cast iron and 63.1 per cent of
iron and steel, in addition to coal and oil. At the same time, the Moscow
Basin, which in 1919 was the only source of coal under Soviet control,
provided only 0.9 per cent of the 1913 total supply. The Baku and
Groznyi Basin — which together supplied 96.3 per cent of the total output
of oil (representing in 1913 11.7 per cent of the total industrial demand for
fuel) — were not available.!?®

The mobility and uncertainty of the frontiers made impossible any
alternative location of industry and furthered the process of national-
ization of all the available resources. Alternative locations were, indeed,
looked for by the first congress of sovnarkhozy, which took place when the
central regions had already been cut off from the South-West mines. A
plan was made to transfer industry to the East, in order to exploit the
resources of the Urals and Eastern Russia.'*” But in the autumn of 1918
the loss of the Urals nullified this project. Scarcity of raw materials and
disruption of transport became powerful factors justifying centralized
direction of the economy. The drive towards industrial concentration and
shut-down of small units, which had been one of the basic tenets of the
Bolshevik industrial policy for rapidly increasing productivity, received
an additional impulse. The concentration of the industrial labour force in
the old industrial centres under Soviet control facilitated it. The total
labour force on 31 August 1918 was 1,175,549 in thirty-three provinces:
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30 per cent of this was settled in Moscow and its province, 11 per centin
the province of Petrograd and 21 per cent in the two provinces of
Vladimir and Ivanovo-Voznesensk.!s®

The Soviet choice for concentration and centralization of production
was consistent with short-term goals, such as control over existing stocks
of raw materials and fuel. But perverse effects were manifested as soon as
materials and fuel used by the technologically advanced works were
exhausted and had to be replaced. The substitution of wood fuel and peat
could not help the technologically best equipped factories; while,
conversely, it made traditional methods of production comparatively
more efficient. The Bolshevik government could not rely on imports.
Foreign trade almost ceased: the foreign blockade, which during the
world war was aimed at Germany, by diverting shipments to the distant
ports of Archangel and Vladivostok, was turned — after the revolu-
tion — against Soviet Russia. Wood fuels, which in 1913 provided only
16.5 per cent of the total energy consumed by industry, became the
principal source of power. In November 1920 they represented 82.9 per
cent of total industrial fuel consumption.!>®

Given this context, one main reason for the decree on overall
nationalization of industry, which was passed in November 1920, was the
hope of settling once for all the contradictory mechanisms set in motion by
the policy of concentration and centralization in a dispersive economic
framework restive at any effort of control. This decree had been preceded
by a number of regulations issued between 1919 and 1920 restricting the
scope for market production and trade. It concerned all industrial
enterprises employing more than five workers with mechanical power, or
more than ten without, that is, mainly, kusiar’ undertakings that until
now had been almost ignored in the nation-wide statistics.'®® Coming at
the end of the unresolved conflict of interests which opposed the centre to
the provinces during the civil war, the decree on nationalization of small
industry was aimed at the incorporation of the local economy into the
overall plan of supply of raw materials and funds, in money and in
physical terms. The economic experts of the party believed that in this
wayillegal commodity exchange would cease and a central plan of supply
in physical terms could replace it.'s!

The full nationalization of small industry could not be implemented,
though some small-scale units were in fact nationalized. The most
comprehensive figures on nationalization under war communism remain
those of the 1920 census. The overall number of recorded enterprises in
1920 was 278,043. About 11 per cent, that is 29,804, were classified as
state enterprises. There were 185,727 enterprises not employing hired
labour: not one of these was numbered among state enterprises. Of the
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Table 2.10. Nationalized and non-nationalized enterprises
according to number employed, 1920

State enterprises Other enterprises
Number of Number of Number of Number of
workers enterprises workers enterprises

1 3,492 1 15,733
2 3,676 2 6,449
3-5 4,909 3-5 5,407
6-10 3,668 6-10 2,220
11-15 1,902 11-15 783
16—20 1,281 16-20 348
21-30 1,631 21-30 395
31-50 1,655 31-50 295

Source: Shormik statisticheskikh svedenti po Sotuzu SSR 1918-1923,
p. 165

58,074 employing hired labour, 26,156 or 45 per cent were classified as
state enterprises.'®? A fairly large number of small undertakings were
considered state property (see Table 2.10).

If any trend may be discerned from reading the official data, it is one
towards nationalization of all enterprises employing hired labour, i.e.
those forms of production which Marxian analysis considered as produc-
ing ‘surplus value’. Though the last decree on nationalization concerned
only enterprises employing a minimum of five workers with power, the
census recorded a fairly high number among state enterprises employing
fewer than five workers. Nor was there any sign that this trend would be
reversed after the conclusion of hostilities. The extension of national-
ization and the restriction of the market sphere occurred in the second
half of 1920, when the Bolsheviks had already won on all the fronts, and
regions providing agricultural raw materials and the mining and metal
working industries were returning to Soviet control.!®?

When emergency ceased to command specific measures of economic
policy and economic organization, the ideology of emergency started to
get the upper hand. Programmes were not respected. Only one year
before, in the summer of 1919, Bukharin and Preobrazhenskii — following
the instructions of the Eighth Party Congress of March — were writing in
The ABC of Communism:

The nationalization of small scale industry is absolutely out of the question: first of
all, because it is beyond our powers to organize the dispersed fragments of petty
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industry; secondly, because the Communist Party does not and cannot wish to
alienate the many millions of small masters. Their adhesion to socialism will be
quite voluntary, and will not result from their forcible expropriation. This fact
must be especially borne in mind in those regions where small scale production is
widely prevalent.!*

These principles were not put into practice: firstly, because small-scale
industry manifested a higher comparative efficiency than large-scale
industry; secondly, because central power was not strong enough to resist
autonomous actions in this sphere; thirdly, because an ‘ideology of war
communism’ emerged out of an extremely hard — but successful — military
experience. The success of the Red Army not only against the counter-
revolution, but also against foreign intervention, vested the civil war with
a patriotic aura which disarmed the opposition and strengthened
Bolshevik power. From the political standpoint, this turned out to be a
powerful motivation for furthering the process of reorganization accord-
ing to the authoritative models imposed by the most radical leaders.

Contrary to the intentions expressed in The ABC of Communism,
expropriation of small undertakings was higher in the regions where their
number was greater.'®® The inclusion of unplanned units in the state
sphere was the result of autonomous impulses coming from the state
sector, where central administrations, glavki and fsentry endeavoured to
get control of that part of output which went into the black market. The
sphere of state economy expanded more rapidly than was forecast.
Within a Marxist framework this fact could not but be welcome, as were
other features peculiar more to a war economy than to communist
organization. Rationing and central distribution of foodstuffs and
consumer goods much reduced market operations. The progressive
naturalization (de-monetization) of the economy, which was favoured by
inflation, seemed to work for the extrusion of money out of the
system. The realm of ‘product exchange’ as opposed to ‘commodity
exchange’ — that is, the conscious distribution of the social product
instead of market distribution, as indicated by Marx — seemed to be at
hand, if only the state could get total control and disposal of the mass of
goods, which would be necessary to create a national wage fund in kind,
adequate to the supply of all hired workers, that is, the new dominant class.

Rationing, annihilation of the purchasing power of money, the subs-
titution for market regulators of military orders, barter — interpreted
through the filter of Marxist ideology — seemed only to need a politically
and rationally directed social and economic organization in order to
become consistent parts of the new society. It was in this framework that
the idea of central planning materialized.

By 1920 the nationalization of the means of production was formally
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completed. The large-scale enterprises were all nationalized and subject
to the direction of central administrations directly dependent on
VSNKh. Ninety-two per cent of medium-scale industry, that is, firms
employing from 51 to 1,000 workers, was nationalized ; 90 per cent of the
total labour force, as reckoned by the 1920 census, belonged to the
nationalized sphere.!%¢ Although the total value of output of the industry
of Central Russia — the only region where Soviet Power maintained
control during the civil war — was a mere 18 per cent of 1912 in real
terms,'s” the expropriation of the means of production gave to the new
dominant class expressed by the Communist Party a real and permanent
mastery over the economy. Even if the revision of economic policy, which
started at the beginning of 1921, led to the interruption of the process of
nationalization of small-scale industry in May 1921,'%% and some months
later to the decree on de-nationalization of this sector,'®® control over the
potential output of large-scale state industry was the permanent achieve-
ment and the foundation of the new economic system based on the
dictatorship of the proletariat.

2.5 SUMMARY

The Bolshevik approach to nationalization and state control was heavily
influenced by the contributions of Marx and Kautsky. The core of Marx’s
analysis of capitalism was his criticism of market competition. Kautsky
added a further reason for the suppression of market competition: the
comparatively higher efficiency of monopoly, as exemplified by the
concentrated large-scale industry of Germany. The concentration of
production in a few large-scale enterprises was a manifest goal of the
Bolshevik leaders, whose programme consisted in furthering what was
considered a natural historical process, by shutting down small-scale
enterprises, introducing market control measures and replacing market
incentives by guidelines from above.

This theoretical approach was to have an impact on the understanding
of the economic dynamic of Russia, characterized at the beginning of the
century by a process of concentration in some industrial branches, the
importance of which was exaggerated by most progressive intellectuals,
The available statistics neglected the existence of a fairly large number of
small-scale enterprises and handicrafts, concealing the size and impor-
tance of the traditional economy, which was, in fact, essential in consumer
goods production. The First World War added new incentives to the
enforcement of policies of control over prices and stocks of raw materials
and finished goods through the creation of branch control committees,
called glavk: or tsentry. The emerging structure of the economy, thus, from
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the point of view of the revolutionary leadership, became even more
favourable to the pursuit of state control. But nationalization, as such,
was a programme which the Bolshevik leadership had intended to pursue
gradually, had they not been pushed to speed up the schedules by
pressures from below and by other circumstances related to war. In the
first months of power, nationalization was often the result of confiscation
of industrial property by local bodies, which acted independently of
central guidelines or orders. It was politically defined as punitive
nationalization. After the Brest-Litovsk Treaty, two contrasting ap-
proaches to nationalization emerged even within the leadership itself.
Although many still supported gradualness and moderation in economic
organization, the policy of rapid nationalization of all means of
production supported by the left-wing communists began to gain
conspicuous support. Thus, the decree on nationalization of joint-stock
companies promulgated by Sovnarkom on 28 June, under the threat that
nationalization of German enterprises after 1 July would have to be
compensated, was welcomed by those Bolsheviks who wanted to speed up
the process of change initiated by the revolution. Thereafter there was an
increasing number of decrees on the nationalized enterprises far above
that foreseen by the June 1918 Decree. If financial disorganization, anti-
market polices, civil war and the need for control over supply all
accounted for the increasing pace of nationalization in 1919-20, the
reasons for the decree on overall nationalization of November 1920 have
to be found, instead, in the conception of a central plan of supply of raw
materials and consumer goods, which started taking shape in the course of
civil war, along with the rising rate of inflation and progressive de-
monetization of the war economy.
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Number of workers Enterprises % Workers %
Up to 10 2,366 13.2 17,314 0.7
11-20 3,782 21.1 58,513 2.5
21-50 5,411 30.3 177,720 7.7
51-100 2,707 15.2 196,197 8.5
101-200 1,484 8.3 213,566 8.2
201-500 1,233 6.9 403,028 17.4
501-1,000 502 2.8 350,682 15.1
Above 1,000 392 2.2 902,557 38.9
Total 17,877 100.0 2,319,577 100.0

V.1. Grinevetskii, Poslevoennye perspektivy Russkoi promyshlennosti, Kharkov,
1919, p. 166. Satisfactory estimates of the pre-war output of smail-scale
industry have not yet been produced. The industrial census excluded timber
(logging), fishing and railway repair shops. In 1926 Voroboev estimated that
total industrial output at 1913 prices (including excises) for the census
industry was 7526.1 million rubles, of which 1904.7 million rubles belonged
to small-scale industry, i.e. 25 per cent of total output. Voroboev’s estimates
did not include salt, peat and stone breaking (see Trudy TsSU, XXVI, first
part, Moscow, 1926, pp. 69-73 and Trudy TsSU, XXIX, second part,
Moscow, 1926, p. 92). New estimates produced in 1929-30 increased the
absolute volume of both census industry output and small-scale industry
output (which was estimated at 2040 million rubles, i.e. 24.1 per cent of total
output), cf.: Piatiletnii plan, I, 1930, p. 15 and Ekonomicheskoe Obozrenie, no. 9,
1929, 114. I am indebted to Prof. R.W. Davies for allowing me to use his
‘Soviet Industrial Production, 1928-1937. The Rival Estimates’, CREES
Discussion Papers, Birmingham, no. 18, 1978, pp. 14-15, 58, from which the
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stermming from the historiography of the Russian stage of development and
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Nationalization of kustar’ industry

The Second Congress of Sovnarkhozy focused on centralization of the
economy and the amalgamation of industry. Small-scale industry and
handicrafts attracted only an incidental curiosity and a concern affected
by ideological bias. Nogin affirmed that a way had to be found to
integrate the kustar’ economy into the state economy, for otherwise such
undertakings would develop in number and ambition and that would
make it harder to deal with them. To the obvious objections that kustari,
unlike large-scale industry, were not easy to organize, because of their
number and geographical dispersion, Nogin replied only that the aim was
correct, though a mode of implementation had not yet been discovered.!
The draft resolution foresaw the formation of a special kustar’ section
attached to VSNKh and affirmed the principle that the development of
private property should be resisted by means of a policy of incentives and
cooperation. The final resolution, however, embodied the arguments of
the opposition. The goal of unifying kustari was maintained, but for the
time being only the organization of kustar’ sections at the level of the
sovnarkhozy was proposed. Decentralization was approved essentially
because the representative of Narkomzem (People’s Commissariat for
Agriculture), who was also responsible for kustari, pointed out with
common sense that priority had to be given to the needs of the army, for
which kustar’ output was necessary. In this field, added the Narkomzem
official, theoretical speculations did not help.2

Kustar’ output had a traditional place in the Russian national product.
Taking countryside and town together, kustar’ industrial output was
estimated at between 24 and 27 per cent of total industrial outputin 1913
prices before the First World War. In some fields like the wood-working
industry, cloth, haberdashery and flour milling, the productivity of small
industry was definitely greater than that of large-scale industry. Even in
metal production and the processing of organic products, however, kustar:
showed great strength.® In 1913 there were almost four million kustari and
small producers officially registered in several fields.*

77
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Economic disorganization, after the revolution, was an incentive to
kustar’ activity. State monopoly of trade together with the falling
productivity of industry, particularly in the field of finished products,
spurred small producers to sell goods on the black market, which in the
large towns was very active and in the countryside helped the peasantry
to overcome the oppressive rules of collective commodity exchange.
The peasants themselves organized their own handicraft activities or
endeavoured to improve the existing ones. The lack of fuel and raw
materials which hindered the activity of large industry was relatively less
detrimental to handicrafts, which made use of traditional and less
sophisticated techniques. Beside the usual handicraft production of
household goods, wooden articles, fabrics, etc., small producers de-
veloped or went back to the production of raw materials and building
materials, coal and charcoal, dyeing, etc.> Reports showed that the
production of salt by the old methods of evaporation reached a fairly
significant output.® By the beginning of 1919, about three and a half
million people were reckoned to be working in kustar’ industry.” Local
handicrafts enjoyed the collaboration and assistance of the uezd sovnar-
khozy. The latter organized central workshops by assembling small shops
making agricultural implements, repair shops and artels producing bricks
and lime. In the more agricultural provinces, kustar: milled grain and
produced bricks, rope, iron implements, etc., and processed agricultural
products.® In the province of Cherepovets, ten thousand people were
engaged in kustar’ processing of wood .® In 1919 the number of kustariin the
wood-working industry, producing bast, birch bark, wood equipment,
barrels, furniture, etc., was much higher than the number of people
working under the Chief Committee for Timber, Glavleskom: 180,000
people as against 37,690 in thirty-one provinces.'” In the peripheral
provinces, like Olonets, only kustar’ enterprises remained active in wood-
processing.!! Other auxiliary activities concerned packing for Narkomprod
(People’s Commissariat for Food Procurement) and making brooms,
shovels, etc., for the People’s Commissariat of Transport.'? The local
organs promoted the formation of artels of production, especially when
kustar: had to work on army orders.

Kustar’ production was not limited to the provinces. In Moscow, 20,000
people worked in associations of kustari, whose number more than
doubled in one year. The average number of people per artel was about
twelve to fifteen. However, some organizations consisted of 100—200 and
even 350. The largest association of kusiari in Moscow consisted of 815
people.’® In 1919, raw materials to the value of five million rubles were
turned over to the Moscow kustari by the central administrations. The
value of kusiar’ output in this town reached fifty million rubles. The major
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customers were reported to be the All-Russian Council of Trade Unions,
consumers’ cooperatives, Narkomprod and Narkomzdrav (the People’s
Commissariat for Health). Output for the army was estimated at more
than three million rubles.'* In Moscow, the central administrations of
VSNKh fulfilled only 35 per cent of the total industrial orders. The
remainder fell to the local undertakings controlled by the town
sovnarkhoz. Towards the end of 1919, small-scale and craft industry in
Moscow produced 120,000 arshin of fabrics a month, whilst large-scale
industry stopped working for lack of power.!® The decline of large-scale
industry as compared with small undertakings is shown by the fact that in
May 1919 the average number of people working per production unit in
industry was only 75.'¢

Raw materials were sometimes supplied by the kustar: themselves;!’
sometimes by the local sovnarkhozy.'® Output was delivered on the basis of
sales contracts with customers,'® while prices were negotiated between
customers and producers. Financial means were advanced by the
customers upon the signed contract.2°

VSNKDb’s initial plan of economic organization ignored the kusiari.
The organization by glavki was intended to group the advanced
productive plants, in order to form industrial amalgamations which could
more easily be directed by the centre. Independently of the intentions of
the leadership, kusiar’ economy increased its relative importance during
the civil war, when it was one of the few elements of continuity with the
past. This fact induced party and government to turn their attention to
this economic sector and gradually extend to it the economic measures
applying to large-scale industry in order to include the kustar: in the realm
of the state economy. At the beginning, this policy was essentially aimed
at preventing the provinces from capturing kustar’ output and eventually
municipalizing kustari. Nationalization of this sector was not in the
programme of 1919. The ABC of Communism, which appeared when the
enemy attack was being directed against Petrograd and Moscow in one of
the most critical moments of the civil war, declared that the forcible
expropriation of small producers was quite inadmissible. The purpose
was, instead, to reduce the margins of autonomy of small producers in
decision-making with regard to the quantity and quality of output. The
programme envisaged the gradual inclusion of the kustar: in the socialist
economy through the extension of the central regime of supply of fuel, raw
materials and financial aid to the sector, in order to make the individual
producers work ‘for the proletarian State in accordance with a plan
prescribed for them by the instruments of the proletarian State’. The
establishment of production cooperatives among kustart was considered
as the condition for state aid and as a technical means to encourage ‘the
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painless transformation [of kustari] into workers of the great united
organized, ‘“‘mechanized” system of social production’.?!

Although nationalization was excluded, central control over kusiar’
output was considered an attainable goal by The ABC of Communism.
Nonetheless, the directives issued by the Eighth Party Congress in March
1919 stressed that small and kustar’ industry was to be used to fulfil state
orders and was to be included, for this reason, in the national plan of
distribution of raw materials, fuel and finance.?? Such guidelines inspired
the regulations on kustar’ industry issued in April 1919.2°* To avoid local
municipalization of small undertakings, the decree established that small
enterprises, employing up to ten workers without mechanical power or
five workers with mechanical power, could be nationalized only in special
cases and on the decision of VSNKh. If raw materials had been supplied
by state or cooperative organizations, the latter had the right to decide
the quantity and range of the output and to obtain the output itself. If raw
materials had been provided by kusiar: themselves, the output was to be
‘purchased’ by state organs or cooperative unions. The latter were
subordinated for this matter to State Control. The decree also defined the
sphere of products which kustari could sell in the local market and the
nearby villages. It may be interpreted, therefore, as a preparation for the
August 1919 decree which extended obligatory commodity exchange to
the whole country. Its immediate aim was hence to extend central control
over local output in order to squeeze the existing local markets which
benefited peasants’ transactions and at the same time increase the central
fund for exchange. But centralization encountered many obstacles partly
related to the geographical dispersion of kusiar’ activities, partly to the
structure of the organization itself. According to kustar’ representatives,
however, the April decree did not bring about an improvement, since
local agencies went on hindering trade in kustar’ products, in spite of the
rules governing the sale of some products in the market.?* Conflicts
between glavk: and sovnarkhozy for the control over kustar’ output went on.
The agents of Glavleskom (Chief Committee for Timber) in the province of
Kazan imposed the rule that kusiar’ output should be collected in central
storehouses of each uezd, and be delivered to other institutions like the
local agencies of Glavprodukt (the Chief Administration for Supply of
consumer goods attached to Narkomprod) and of the tsentry and the
provinces, only by authorization of Glavleskom or its local agents.
Moreover, such an authorization was to be given only on the basis of
central production plans and prices.2* The sovnarkhozy were alarmed. A
rapid approval of a decree granting juridical status to kustar’ activity and
the protection of communal activities had been demanded before the
issue of the April 1919 decree.?® A congress of the local sovnarkhozy of the
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Northern Region, which met in September 1919 to debate the problem of
cooperation, maintained that kustar: had to be treated as auxiliary
producers for large-scale industry.?” But it was taken for granted that any
form of centralized organization was not practicable. The congress
agreed, instead, on regional indirect control over kustar’ output exercised
through finance granted on condition that the terms of delivery were
respected and fixed prices applied when it was turned over to the
distribution centres. Kustar’ cooperatives which tried to convince the
sovnarkhozy representatives that bank financing would be the most
suitable form of financing in the sector did succeed, but only partially.
The oblast sovnarkhoz of the Northern Region imposed the principle of
financing upon estimztes for state orders, through the intermediary of the
kustar’ cooperatives section of VSNKh. Industrial credit for activities
which did not depend on state order was to be released by the cooperative
section of the People’s Bank and its local divisions. These funds could
eventually be integrated by special public industrial loans.?® In
December 1919, the sovnarkhoz of the Northern Region demanded from
VSNKh a fund of 100 million rubles for the kustar’ industry (a substantial
sum if compared with the request for 120 million rubles for nationalized
factories).?®

During war communism, the principle of centralization which inspired
economic organization prevented a fair transitional solution for small
enterprises. Laws and regulations were inspired by the aim of putting
under control kustar’ output and disposing of it. But the dispersion of
kustar’ activities and the small size and wide range of output from the
numerous individual enterprises made any form of central control
impossible. A possible solution would have been the inclusion of kustar’
economy in the local economy, under the control of the sovnarkhozy, with
precise rules on financing. But this solution found an obstacle in glavkism.
The broad rights which were granted to glavk: in the matter of regulation
of their economic branches, together with their limited financial budgets
and bureaucratic attitude to production problems, had an adverse effect
both on the search for a transitional workable regime for the kustari and on
industrial activity as a whole. The glavki laid claim on kustar’ output, but
were not interested in the promotion of kustar’ activity. Several reports
indicate that this policy may have provoked production losses. In some
cases the application of non-remunerative prices caused the bankruptcy
of small enterprises and losses in terms of output foregone, in so far as
former activities were not replaced.?® In other cases, compulsion did not
bring any positive results. Glavki which tried to impose orders and unfair
prices on kustari were not able to obtain their output.?' In some provinces,
strong competition developed for the appropriation of kustar’ output and
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the regulation of kustar’ activity between the local organs of glavki and the
local military state purchase sections.®? Even the kusiar’ output which the
April decree and VSNKh instructions allowed to be sold in the market
was subject in some cases to expropriation by the glavki.*® In the midst of
the transport crisis, the Chief Committee for Leather approved a
resolution concerning the immediate stoppage of supply of raw materials
to small factories working up to 250 skins a month, and the closure within
a month of factories working up to 500 skins a month, in order to
concentrate production in the largest factories.’* This policy was
condemned by the local sovnarkhozp, which claimed they could have
improved the supply of raw materials and increased the output volume if
the raion committees for tanning had been put under their control.?* In
1920, the second congress of timber committees, which one year before
had decided to close down 204 factories and to stop production in 294
factories, demanded the inclusion of kustar’ activity in their organization.
The blatant contradiction between the arguments for closure, that is,
concentration of industrial production, and the request for control of
kustar’ activity, had a meaning only in the glavkis’ logic of distribution, for
which the taking over of the output of the non-state sector was but one
way to hide the acute inefficiency of the state sector. Timber was the only
raw material of which shortage could not be claimed to hinder production
of the woodworking industry. The mechanized enterprises in this branch
could hardly claim to have had a higher productivity than others in
wartime, because a lack of specialized labour and a shortage of spare parts
had adverse effects on productivity. At the end of 1920 their output was
estimated at one third of the pre-war level.*

The lack of precise understanding of the role that the kustari could play
in a centralized economy was reflected in the conflict between kustari
Narkomzem and VSNKh. Since the kustari consisted mainly of peasants,
whose activity had a seasonal character, Narkomzem had developed its
own kustari sections. VSNKh, on the other hand, striving for market
control, argued that Narkomzem kustar’ sections were a duplication of its
own and that they hindered central policy.*” The war environment was
not propitious to a rapid settlement of conflicts about responsibility. At
the end of December 1919, Narkomzem obtained a decision that all draft
laws by VSNKh had to be submitted to a council of the People’s
Commissariats of Agriculture, Labour, Communications and Trade, and
to the All-Russian Council of Trade Unions, for their approval before
submission to Sovnarkom or the All-Russian Central Executive
Committee.?® But VSNKh found a way round this obstacle. At the
beginning of 1920 it formed a central administration for kustar’ industry,
Glavkustprom, with the purpose of merging the kustar section of Narkomzem,
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which up to then had been concerned with the productive activity of
kustari, and the kustar’ cooperative administration of VSNKh, which had
regulatory tasks in this sector.?® VSNK, in fact, had already intervened
in this sector by providing credits and subsidies approved by Narkomfin.*®
Both Narkomzem and VSNKh were represented by four members each on
the board of Glavkustprom, which included also one representative of the
Trade Unions; it was VSNKh, however, which dominated the policy-
making of the board*! An active policy of amalgamation of the kustari
through production cooperatives was carried out in order to include this
sector in the centrally controlled state economy. Glavkustprom had what
Kritsman defined as a ‘functional’ activity.*?> The weakest part of this
programme, of course, was the implementation of central control. The
central institutions, which had no particular difficulty in requisitioning
the kustar’ output or their raw materials, were unable to formulate general
production programmes for millions of dispersed craftsmen all over the
country and control their fulfilment. The kustari thus remained exposed to
an unstable regime regarding the disposal of their output, depending on
the increasing requirements of the state economy. In September 1920 the
craft industry was divided into three groups.*> The first group included
single-owner artisan undertakings working without hired labour, and
cooperative associations of single artisans. Such enterprises could be
nationalized only in very special cases. Free selling of the output was
authorized if raw materials had been supplied by private customers and
on the basis of a predetermined nomenclature. In any case, the
production orders could be fulfilled only if such kustari respected the
priority of state agencies, which had a claim on the output, whether raw
materials had been supplied by them or by the producers themselves. The
second group concerned undertakings with mechanical power employing
hired labour of up tofive workers. These enterprises were registered at the
cooperative-kustar’ section of the provincial sovnarkhoz, from which they
were supposed to receive instructions on the further conduct of their
undertakings. Accounting and distribution of orders and materials were
to be carried out exclusively through Glavkustprom and its local organs.
The output was to be delivered directly to Glavkustprom and its agencies.
Purchase by other institutions and cooperatives was subject to the
authorization of Glavkustprom.

Undertakings with mechanical power and employing more than five
workers, or more than ten without mechanical power, had to work
exclusively for the production centres of VSNKh and their local organs,
which were supposed to supply raw materials, fuel and equipment. The
glavkiwere to draw up production plans for them, to determine prices and
to collect the output. This group of enterprises was nationalized only two
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months later, on 26 November 1920.4*

The trend towards the nationalization of small-scale industry, which
the Party Programme had excluded in March 1919, was partially
determined by the inefficiency of glavkism and partially by the conscious
effort of the economic leadership in 1920 to achieve stricter control over
distribution of final products in order to put an end to legal and illegal
market transactions. Some of the most powerful central economic organs
had already taken decisive steps in this direction. In October 1920 the
Metal Section of the Petrograd Sovnarkhoz decided to nationalize and
include in the corresponding unions of enterprises nine small metal works.
Thirteen other small undertakings were shut down and their output and
equipment were transferred to other plants.** The need to control
auxiliary output might have been one of the reasons in some cases, but it
was not the primary one. The directors of the Metal Section acknowl-
edged that there was not one healthy large enterprise in the metal
industry.*® The Metal Section of the Moscow Sovnarkhoz fulfilled the 1919
production plan by only 35 per cent. The managers affirmed that the
reason for making use of small undertakings was their relatively better
performance.*’

This was true for the whole of industry. Thanks to the utilization of
traditional techniques and local resources, small-scale industry developed
proportionately more than large-scale industry during war communism
(see Table Al.1).

Small-scale industry’s proportion of total output almost doubled since
1913. Evidence of this performance may be also indirectly obtained by
comparing the number of active and inactive enterprises in 1920 and their
respective average mechanical power. Active enterprises had an average
of 39.5 horse power per enterprise; inactive enterprises had an average of
43.3 horse power.*® In spite of the original plans, production was
gradually concentrated in enterprises which were not large. An ad-
ditional reason for the comparatively better performance of small-scale

Table Al.1. Output of small- and large-scale industry (millions of rubles at 1913

prices)
1913 1920 1920 as %, of 1913
Large-scale industry 5,620 1,001 18
Small-scale industry 1,528 660 43

Source: L. Kritsman, Geroicheskii period Velikoi Russkoi Revoliutsii, Moscow, n.d.,
probably 1924, pp. 54-5
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Table A1.2. Number of hired and dismissed workers in four
months of 1919 in the province of Viadimir (of 37 surveyed
enterprises )

Enterprises employing
less than 50 51-500

Months workers workers
September hired 17 58
dismissed 2 223
October hired 62 48
dismissed 10 29
November hired 5 79
dismissed 1 62
December hired 22 54
dismissed 5 117
Total hired 106 239
dismissed 18 431

Source: E.G. Gimpel’son, ‘Izmeneniia v sotsial’'nom sostave
rabochego klassa Sovetskoi Respubliki v 1918-1920gg’, Iz
istorii grazhdanskoi voiny ¢ interventsii 1917—1922gg, Moscow, 1974,
p- 287.

industry and kustar’ undertakings was the greater stability of labour,
which consisted mainly of women. The case of thirty-seven enterprises in
the province of Vladimir could be indicative also for other regions. In
four months of 1919 the balance of hired and dismissed workers was
positive in the enterprises employing less than fifty workers and negative
in the larger ones (see Table Al.2).

It has been suggested that, if things had not gone so badly with large-
scale industry, VSNKh might not have interfered with handicrafts.*® The
Party Programme of 1919, which excluded the nationalization of small
undertakings, could be cited in support of such a view. However, the
decision to nationalize all industry was taken only one year later, when
the civil war was over. The reasons for it must be sought not only in the
situation of emergency determined by the breakdown of large-scale
industry — since the acquisition of the traditional sources of raw materials
and fuel under Soviet control might have been supposed to eliminate one
of the major causes of breakdown — but also in the emerging system of
economic organization based on central distribution of products.
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On the one hand, the crisis of large-scale industry, whose production
fell to less than 20 per cent the pre-war level, no longer allowed command
over national resources, which it was presumed to entail in 1918. On the
other hand, the progressive naturalization of the economy, which was
initially unforeseen, then accepted and finally promoted, required
maximum control over goods and products necessary for the subsistence
of labour as soon as the problem of reconstruction was faced. In 1920 a
national fund of consumer goods could not be formed, unless the last
margins of freedom in the utilization of output, that is, private enterprise
and the black market, were prohibited. The utilization of kustari was
considered to be necessary to satisfy, at least partially, the demand for
finished products and the requirements of the bonus system adopted in
key sectors toincrease the productivity of labour. It may not be accidental
that nationalization was decreed in November, a time when agricultural
labour was idle. The inclusion of the kustari into the state economy
occurred not only through nationalization of their undertakings or state
purchase of their products, but also in the form of manpower. At the
beginning of 1921, by a decision of the People’s Commissar of Labour, all
kustari registered by the local organs of Glavkustprom working on the orders
of state organs and responsible for a given output norm were called to
labour conscription according to norms fixed for each province by a
special commission. This commission was formed by representatives of
Glavkustprom, of the provincial labour committees, and members of the
trade unions’ provincial councils (Gubprof) .>® The inclusion of the kustar
in labour conscription meant extension of the system of payments in kind
for kustari output, under the supervision of Glavkustprom. For sixty pairs of
felt boots, for instance, the kustari received six funt of salt, one funt of
kerosene and one arshin of cotton cloth.®

Overall nationalization was based on the assumption that the system of
allocation of foodstuffs and raw materials would be maintained and would
ensure the regular flow of basic materials and means of subsistence from
the countryside. This plan was ambitious if compared with available
resources, inconsistent with the constraints imposed by decreasing
availability of industrial products, and unrealistic in the face of the size
and dispersion of the production units which were to be subject to central
control. The model of ‘exchange of products’ that Marx had reserved for
the imaginary communist society, the realm of plenty, was forced upon its
exact opposite, an economy at the edge of exhaustion and intolerable
distress.

Some years later, Kritsman commented that when the mass of small
enterprises came under the ownership of the state, it proved impossible
to organize them.’? The failure of centralized allocation and the
peasants’ revolts did the rest. At the beginning of 1921 the ideology of war
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communism was an empty box, if one had to find in it the prescriptions
capable of pushing the economy out of its impasse. Soon after approving
the tax in kind, Sovnarkom undertook immediate steps to put an end to
the extension of the sphere of the state economy. On 17 May 1921,
Sovnarkom stopped the process of nationalization which had been set in
motion by the decree of 29 November 1920, and decided that the proper
economic policy was to adopt measures for the development of small-scale
and kustar’ industry, in the form of cooperative as well as private
undertakings.>®

NOTES

1 Trudy II Vserosiiskogo S”ezda Sovetov narodnogo Khoziastva, 19 Dekabria-27
Dekabria 1918 g, Moscow, 1919, pp. 320-4.
Ibid., pp. 330, 337, 396.
Cf. S. Rozenfeld’, Promyshlennaia politika SSSR, Moscow, 1926, p. 40. Other
estimates of kustar’ output are discussed by R.W. Davies in CREES Discussion
Papers, Series SIPS, Birmingham, no. 18, 1978, pp. 14-18: see chapter 1, n68.
4 AF. Chumak, ‘K voprosu o vovlechenii kustarei i resmeshlennikov v
sotsialisticheskoe stroitel’stvo’, Voprosy istorii KPSS, no. 7, 1967, p. 58.
5 FEkonomicheskaia Zhizn’, no. 265, 26 November 1919, 4; Narodnoe Khoziaistvo,
1919, no. 7, p. 85; Narodnoe Khoziaistvo, 1919, nos. 9-10, p. 90.

6 Ekonomicheskaia Zhizn’, no. 280, 13 December 1919, 1.
7 Narodnoe Khoziaistvo, 1919, nos. 1-2, p. 36.

8 Narodnoe Khoziaistvo, 1919, no. 7, p. 65.

9 Narodnoe Khoziaistvo, 1919, nos. 1-2, pp. 39-40.

10 Narodnoe Khoziaistvo, 1920, nos. 11-12, pp. 32-3.

11 Ekonomicheskaia Zhizn’, no. 265, 26 November 1919, 3.
12 Narodnoe Khoziaistvo, 1920, nos. 15~16, 33.

13 Ekonomicheskaia Zhizn', no. 289, 24 December 1919, 2.
14 Ibid.
15
16
17
18
19
20

W N

Ekonomicheskaia Zhizr’, no. 231, 17 October 1919, 2.
Ekonomicheskaia Zhizn’, no. 102, 14 May 1919, 3.
Ekonomicheskaia Zhizn’, no. 289, 24 December 1919, 2.
Narodnoe Khoziaistvo, 1919, no. 7, 85.
Ekonomicheskaia Zhizn’, no. 289, 24 December 1919, 2.
Ekonomicheskaia Zhizn’, no. 261, 21 November 1919, 1.

21 N. Bukharin and E. Preobrazhensky, The ABC of Communism, Harmonds-
worth, 1969, pp. 328-30.

22 8 §”¢zd RKP (b). 18-23 Marta 1919 g, Moscow, 1933, p. 392.

23 Sobranie uzakonenti, 1919, no. 14, art. 190.

24 Narodnoe Khoziaistvo, 1919, nos. 9-10, p. 18; Narodnoe Khoziaistvo, 1920, nos.
1-2, p. 36.

25 Ekonomicheskaia Zhizn’, no. 259, 19 November 1919, 2.

26 Materialy po istorii Sovetskogo stroitel’stva: Sovely v epokhu voennogo kommunizma,
Sbornik dokumentov, part one, 1928, p. 156.



88

27
28
29

30
31
32
33
34

Noies to Appendix to Chapter 2

Narodnoe Khoziaistvo, 1920, nos. 1-2, p. 37.

Ibid., p. 38.

Natsionalizatsita promyshlennosti i organizatsiia sotsialisiicheskogo proizvodstva v
Petrograde (1917-1920gg). Dokumenty i malterialy, vol. 2, Leningrad, 1960,
pp. 373-4.

Ekonomicheskaia hizn’, no. 260, 20 November 1919, 4.

Ekonomicheskaia hizn’, no. 261, 21 November 1919, 2.

Ekonomicheskaia <hizn’, no. 280, 13 December 1919, 2.

Narodnoe Khoziaistvo, 1919, nos. 9-10, pp. 18-19.

Narodnoe Khoziaistvo, 1919, no. 4, 49-50 and no. 9, 50; VSNKh, Plenum,
September 1918, p. 99: at a plenum of VSNKh the president of the Leather
Committee declared that 35.6 per cent of the tanneries in European Russia
produced more than fifty skins per month, which amounted to 909, of total
output, and 64 per cent less than 150 skins, which amounted to 10 per cent of
total output.

Narodnoe Khoziaistvo, 1920, nos. 15-16, p. 33.

Narodnoe Khoziaistvo, 1920, nos. 11-12, pp. 31-2.

Ekonomicheskaia Zhizn’, no. 285, 19 December 1919, 1.

Ekonomicheskaia Zhizn’, no. 288, 24 December 1919, 1.

Sobrante uzakonenii, 1920, no. 50, art. 218; Izvestiia, no. 240, 27 October 1920, 2.
Tzvestiia NKF, no. 10, 7 November 1919, 74-5.

Lzvestita, no. 240, 27 October 1920, 2.

L. Kritsman, Geroicheskii period Velikoi Russkoi Revoliutsii, Moscow, n.d.,
probably 1924, p. 104.

Sobrante uzakonenii, 1920, no. 78, art. 366.

Sobrante uzakonenii, 1920, no. 93, art. 512.

A.V. Venediktov, Organizatsiia gosudarstvennoti promyshlennosti v SSSR, vol. 1,
Leningrad, 1927, pp. 473-74n.

Narodnoe Khoziaistvo, 1920, nos. 9-10, 3.

Lzvestita, no. 88, 25 April 1920, 2.

Sbornik statisticheskikh svedemit po Sotuzu SSR, 1918-1923, Moscow, 1924,
pp. 154-5.

Rozenfeld’, p. 109.

Lzvestiia, no. 10, 16 January 1921, 3.

Lzvestiia, no. 19, 29 January 1921, 4.

Kritsman, Geroicheskii period, p. 127.

Sobrante uzakoneniz, 1921, no. 47, arts. 230 and 240. For other measures on
kustari cf. also E.H. Carr, The Bolshevik Revolution, 1917—1923, 3 vols., London,
1952, vol. 2, pp. 299-309.



3

Management

3.1 WORKERS'CONTROL: LENIN’S VERSION AND THE LAW

Management was one of the hardest issues the leadership had to tackle.
Lack of cadres sympathetic to the new government was a major problem
which jeopardized the possibility of establishing a competent adminis-
tration conforming to the political views of the Bolsheviks. This peculiar
situation led to an unstable framework for management, which went
through three stages: workers’ control, state control, party control. Each
stage, however, must be interpreted not as a coherent set of institutions,
but rather as an unbalanced and precarious equilibrium of forces, none
of which was able, so long as war communism lasted, to assert its
prevalence over the others. Weakness, lack of experience and inadequate
support from the unions all served to isolate the Bolshevik leadership in its
effort to master the levers of economic power.

When the Seventh Congress of the Party met on 6-8 March 1918 to
decide the question of concluding peace with Germany, Lenin declared in
polemics with the left-wing communists that the question of organization
could not be solved by the ‘hurrah’ methods by which the Bolsheviks had
solved the problems of civil war.! The peculiarity of Russia was, added
Lenin, that the class which had conquered political power had no means
of administering economic power. The bourgeois French Revolution — a
recurrent reference for Marxists — had occurred as the outcome of an
opposite process. A class excluded from political power, but which had
come to hold the economic levers of the country, was able, through a
revolutionary upheaval, to oust the aristocracy and firmly take over state
administration. Lenin remarked that, while in France capitalism had
reached a synthesis of economic and political power, starting from a
situation of economic power,

the difference between a socialist revolution and a bourgeois revolution is that in
the latter case there are ready made forms of capitalist relationships; Soviet power

89



90 Management

does not inherit such ready made relationships, if we leave out of account the most
developed forms of capitalism, which, strictly speaking, extended to but a small
top layer of industry and hardly touched agriculture.?

The recent formation of an industrial working class and the precarious
and weak presence of scattered trade unions provided evidence of the
basic unpreparedness of the proletariat to take over the direction of the
economy.

Most trade unions were formed after the February Revolution. Two
thousand unions were organized in the first two months after February
19172 Between March and April 1917, seventy-four trade unions uniting
100,000 workers were formed in Petrograd. The Metal Workers’ Union,
which in February 1917 had no more than 200-300 members in Moscow,
already had 40,000 there in May 1917.# In July 1917 there were about
half a million organized workers in Moscow and Petrograd and 145 trade
unions in the provinces with a membership of 150,000-160,000.° Side by
side with, but independently of, the trade unions, workers’ councils were
formed in the most important industrial centres. There were 1,251
factory-shop committees ( fabzavkomy) before the October revolution.®

At the Second All-Russian Conference of Trade Unions, 21-8 July,
1917, where 976 trade unions were represented, the Bolsheviks had 73
delegates with right of vote, against 36 Mensheviks, 31 uncommitted
social-democrats and 25 Socialist-Revolutionaries and representatives of
other parties.” The Bolsheviks started gaining popularity in the trade
unions in the summer of 1917, when the central administration of the
Moscow Textile Workers’ Union and of the Metal Unions of Petrograd,
Moscow, Samara, Kharkov and some Urals towns, passed into their
hands. However, it was among the fabzavkomy that the Bolsheviks
gathered most of their supporters.® At the Central Council of the
Petrograd fabzavkomy, elected by the first conference of Petrograd factory
committees, held 30 May—3 June 1917, 90 per cent of the delegates were
Bolsheviks.®

Lenin tried to gain the agreement of the factory workers for his
revolutionary policy, directed at breaking the compromise which the
Mensheviks had found with the Provisional Government. Rejecting
control from above over business, which he judged impossible under a
government ‘fettered by a thousand chains which safeguard the interests
of capital’,!® Lenin developed the slogan of control from below ‘exercised
by the workers themselves’.!!

To Lenin, workers’ control did not mean workers’ management of the
factories, but supervision or vigilance over business. Lenin believed that
the spontaneous workers’ organizations within the factories could be
stimulated to operate in such a way as to disclose the real financial
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budgets and make possible a proper application of the progressive income
tax. The revolutionary role of workers’ organizations was emphasized by
Lenin in ‘Can the Bolsheviks retain State Power?’, written on the eve of
the revolution, to demonstrate that the Bolsheviks would be able to
master the state apparatus. Foreseeing the resistance of the managers,
board members and large shareholders, Lenin proclaimed:

the proletarian state, with the apparatus of the Soviets, of the employees unions,
etc., will be able to appoint ten or even a hundred supervisors to each of them, so
that instead of ‘breaking resistance’ it may even be possible, by means of ‘workers’
control’ [over the capitalists], to make all resistance impossible’ [Lenin’s emphasis].'?

Workers’ control was necessary to the extent to which the maintenance
of the former officials and managers at their posts was considered by
Lenin necessary in the phase of transition:

we shall give all these specialists work to which they are accustomed and which
they can cope with: in all probability we shall introduce complete wage equality
only gradually and shall pay these specialists higher salaries during the transition
period. We shall place them, however, under comprehensive workers’ control and
we shall achieve the complete and absolute operation of the rule ‘He who does not
work, neither shall he eat.” We shall not invent the organizational form of the
work, but take it ready made from capitalism.!?

In contrast to State and Revolution, where he had favoured greatly
reduced wage differentials, when he was presenting alternative forms of
organizations as practical measures Lenin assumed a flexible attitude on
economic criteria and a rigid stand on political control.

Like most of the parties of the left, the Bolsheviks believed that a great
deal of the 1917 economic disorganization, closures and social conflicts
were due to the uncompromising attitude of the industrialists to the
changes and expectations that the February Revolution had brought
about. The conference of industrialists in June 1917, representative of the
main industries, had approved a resolution against ‘workers’ interference
in industrial management’ through ‘the formation of all sorts of control
economic commissions’ which stimulated anarchy in the enterprises.!'*
Neither the one side nor the other fully realized the complex factors
affecting the economic situation.

Closures during March—July 1917 involved 568 enterprises, employing
more than 100,000 workers.!* The Ministry of Trade and Industry
commented that closures were due to lack of materials and fuel, and
excessive demands by the workforce.!®

The decline of productivity and increases in costs were also affected by
the rising cost of working capital. The higher proportion of working
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capital in Russia as compared with other countries (about six months of
production costs) had several reasons, such as climate, distances and
terms of payment, which made it increasingly difficult for enterprises to
keep up with cost increases.!” Furthermore, not all the enterprises were
able to increase wages out of high profits, as was the practice in military
supply industries.’® From the first half of 1914 to the second half of 1917
money wages increased about six times, while real wages decreased by
about 50 per cent in the Moscow Oblast.'® Inflation, which provided the
reason for most labour claims, affected the real value of wages to an extent
depending on the local relative price indexes. The industrial centres
which were situated further from the grain-producing regions were more
heavily affected. The metal workers’ union claimed that real wages
in 1917 had fallen 6-8 times below pre-war levels;?° in Petrograd the fall
of real wages was higher than in Moscow.?! A further reason to demand
wage increases was the tendency to wage levelling brought about by war,
which skilled workers opposed, fighting to maintain the pre-war
differentials.??

The outburst of workers’ councils under Kerenskii’s government was a
spontaneous phenomenon of collective action for the safeguarding of
labour rights. But it was there that the Bolsheviks saw the platform for
political activity, grasping their revolutionary potential, rather than their
immediate reasons for unrest. In some cases, workers’ councils took over
management, namely when the administrative staff had left their post.
But in most cases the activity of the factory committees was directed
towards preventing firing and closures and to demanding wage increases
and social insurance.?® This fact emerged even at the feverish meetings of
the Bolshevik faction which preceded the Bolshevik takeover. Reports
from the metal workers’ unions indicated that workers did not feel ready
to take over management and that the issue of workers’ control had to be
tied to wage increases to find support.?*

Lenin did not simply theorize the de facto situation in 1917. His ‘draft
regulations on workers’ control’ contain three elements which show the
meaning he attributed to this institution. First, Lenin extended and
institutionalized the application of workers’ control to all industrial,
commercial, banking, agricultural and other enterprises employing not
less than five people, or having an annual turnover of not less than 10,000
rubles. Second, he limited the functions of the elected representatives to
access to all books and documents and to all warehouses and stocks. Third,
he affirmed a hierarchy between the organs of workers’ control and the trade
unions, since to the latter and their congresses was attributed the right to
annul the decisions of the elected representatives of the workers and
employees.?



Workers® control : Lenin 93

Lenin’s attempt was to transform the spontaneous workers’ organi-
zations into state organs at the service of power, rather than for defence of
labour interests as such. Their functions were restricted to vigilance over
business activity in its financial and commercial aspects. Thus Lenin’s
clause on the obligatory character of their decisions on the owners is to be
interpreted as concerning workers’ rights of inspection, rather than their
eventual competence in managerial functions. Finally, the subordination
of the workers’ committees to the trade unions (from which the fabzavkomy
had up to then been quite independent) was meant to circumscribe and
coordinate the multiform expressions of workers’ activity, trying to
channel them towards superior interests.

Lenin’s draft regulations on workers’ control were discussed at the
meeting of the Petrograd Council of Factory Committees, which
consisted almost entirely of Bolsheviks, and were then submitted to
Miliutin and Larin, who had been charged by Sovnarkom to draw up the
Decree on Workers’ Control.?® The final draft was far less moderate than
Lenin’s proposals. The Decree on Workers’ Control was issued on
27 November 1917.27 Workers’ control was institutionalized for all enter-
prises employing hired labour, including outworkers, ‘in the interests of
systematic regulation of the national economy’. Workers’ rights were
extended beyond those proposed in Lenin’s draft. They concerned
supervision of production, fixing of minimum output and determining the
cost of production, besides access to all documents. The principle of
hierarchy was approved, but within the institution of workers’ control,
rather than within the trade union organization. Councils of workers’
control were to be established in every large city, province or industrial
region. An All-Russian Council of Workers’ Control was to formulate
general plans and instructions for workers’ control, to issue binding
decisions and to coordinate the regional councils with other economic
institutions.

The decree embodied Lenin’s intention to keep in loco a workers’ militia
as a support of Soviet power, but it also specified workers’ rights in the
domain of production. This responded not only to anarcho-syndicalist
positions, but also to the aspirations of the Bolshevik members at the
factory level. In this way the door was opened to the evolution of workers’
control with greater intervention in management. The extension of the
rights of workers’ control, together with the maintenance of Lenin’s
clause on the binding force of their decisions,? jeopardized the possibility,
if any, of installing within the factory a workable compromise between
management and subordinate labour,?® by which Lenin had intended to
get through the difficult initial stages of the revolution. Larin and
Miliutin, who were opposed to the binding character of decisions on
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owners, probably agreed with the Mensheviks on this issue. The
Menshevik arguments were, first, that workers’ control was not de-
mocratic, since the peasantry and other strata were excluded from
exercising it. Second, if workers’ control over industry was meant to be
collective, it would be fruitless and shortlived since workers would decide
products and prices without concern for the interests of the rest of the
population.®® Third, the owners, who might have accepted government
control, would not accept any form of workers’ control.?!

The composition of the All-Russian Council of Workers’ Control did,
indeed, suggest some of these worries. Besides the representatives of the
All-Russian Bureau of Factory-Shop Committees and the All-Russian
Council of Trade Unions, a conspicuous number of representatives were
allowed to other groups, such as the Central Executive Committee of
Peasants’ Deputies, the All-Russian Central Executive Committee of
Soviets, the Union of Engineers and Technicians, and the Union of
Agronomists. Furthermore, owners were granted the right to lodge
complaints with the higher organs of workers’ control against the
decisions of the lower organs.3? It is likely that the arguments for
centralization in economic policy, which were prevalent among
Marxists,?® determined the short life of the All-Russian Council of
Workers’ Control. Its instructions never became operative, and finally it
totally disappeared from the political scene.?*

The Decree on Workers’ Control applied to private enterprises. It was
mainly because of inertia, and because of the symbolic importance of
the power that workers’ councils had conquered in 1917, that workers’
control organs remained within the factories, even after nationalization.
The fact that several decisions on nationalization were motivated by
reference to the decree on workers’ control does not necessarily support
the interpretation met in Soviet literature that the latter was intended to
be a step towards the full nationalization of industry.3®> When the first
decree on nationalization was passed, there was no mention of workers’
control as any prerequisite. On the contrary, nationalization implied the
possibility of dismissing most of the rights of workers’ committees, and
coincided with the creation of a different hierarchy of organs and
competences. When nationalization was decided by higher organs, a
commissar was appointed to management.?® Workers’ control was an
Incentive to nationalization, in so far as it was not effective along the lines
Lenin had in mind, that is, management by owners under the vigilance of

a workers’ militia.
In January 1918, Lenin made it clear at the Congress of Soviets that the

formation of other institutions made it possible to dispense with workers’
control. ‘From workers’ control we passed on to the creation of a Supreme
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Economic Council.’®” Lenin’s statement was intended to show a con-
tinuity in the evolution of economic organization, which, in fact, did not
exist. Lenin wanted to rationalize the role of workers’ control, as if it were
only a preparatory step to the formation of central organs of economic
control. It was not quite so. From before October, the Bolshevik
leadership inherited the factory-shop committees as they were, with all
their claims. Demands for higher wages, interference with management,
hostility to the administrative staff; all the facts which could be and were
exploited as political arguments in polemics with the Provisional
Government and the parties supporting it,?® turned out, after October, to
be uncontrollable sources of conflicts and pressures to the Bolshevik
power. The Supreme Council of the National Economy, VSNKh, was
instituted on 1 December 1917, shortly after the approval of the Decree
on Workers’ Control, not as an evolution of it but independently of it.
Whereas the workers’ control committees were expected to exert a control
from below over business, VSNKh was supposed to provide general
guidelines for the coordination and regulation of economic life, and in this
field its decisions were given the force of law.*®* Workers’ control was a
tribute paid to reality from a political point of view by a power seeking to
extend its area of support. VSNKh was an expression of the principle of
centralization and control from above which was peculiar to the Marxist
ideology. Though workers’ control implied a great deal of decentrali-
zation and VSNKh embodied centralization, the formal coexistence of
the two institutions did not appear to be necessarily contradictory, since
their tasks were distinct. Workers’ control aimed at defining the limits of
activity of workers’ committees and at channelling them towards the
formation of self-discipline and responsibility for the protection of
premises, prevention of closures and interruptions of production. VSNKh
was to provide the directives in economic policy and to work out the
alternative forms of economic organization in the transition to socialism.

In practice, the dividing-line between workers’ control and workers’
management was not respected. The Decree on Workers’ Control left a
large potential for workers’ intervention in management, for the rights of
managers had not been given specific attention, and explicit connections
with the other Soviet institutions were deferred to forthcoming re-
gulations, leaving no guideline for a transitional hierarchy between the
existing institutions. On the other hand, VSNKh was the result of a
compromise between a line which emphasized the consultative character
of the central economic council and a line, expressed by Lenin which
opted for an active body, capable of administering industry.

The potential for conflict embodied in the two decrees was displayed,
first of all, on the question of nationalization. While pressures for
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immediate nationalization were exerted by several workers’ organs, on
different grounds, Sovnarkom and VSNKh endeavoured to slow down the
wave of nationalization until a workable solution for management and
financing could be found.

Two months of experience in administration were sufficient for Lenin
to grasp the necessity for an option between the decentralistic and
disruptive potential of workers’ control and central command over the
economy. The Congress of Councils of Workers’ Control, which was
intended to elect the All-Russian Council of Workers’ Control, was never
called, nor were regulations defining relations between the latter and
other economic institutions ever issued. When Lenin announced that
workers’ control was over, he implicitly admitted the failure of an
alternative — control from below — which the party leadership had shown
itself to be incapable of mastering.

3.2 WORKERS' CONTROL: THE WORKERS UNDERSTANDING
AND PRACTICE

During the phase of spontaneous ‘punitive’ nationalizations, the fabzav-
komy often took over factories and mines whose managements had been
removed or who had abandoned the firms. A direct observer commented :
‘Instead of a rapid adjustment of public production and distribution,
instead of measures representing a step toward the socialist organization
of society, we see a practice which reminds one of the dreams of anarchists
about autonomous production-communes.**°

The Decree on Workers’ Control, indeed, did not provide those
elements of coordination which some writers consider to have been the
goal of the Bolsheviks after the October Revolution.*! The failure
depended not only on the unequal distribution and authority of Bolshevik
elements within the fabzavkomy,*? but also on the different interpretation of
workers’ control within the Bolsheviks themselves, between the leadership
and the local cadres.*

The draft instruction on workers’ control drawn up in November 1917
by the Central Council of Factory-Shop Committees, where the Bolshevik
representation was predominant, interpreted workers’ control as a
transitional stage towards the organization of the overall economic life of
the country on socialist foundations. Workers’ control was not intended,
as in Lenin’s project, to be a form of vigilance over business, but an
intervention in management, an active surveillance and a participation in the
organization of production, ‘the first essential step taken from below and
paralleling the work going on in the central organs of the national
economy’.** This draft distinguished three basic functions of the factory-
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shop committees: (1), control over organization of production, (2),
control over supply of essential materials, and (3), protection of the
interests of workers and employees of the enterprise. Rights pertaining to
the first function concerned determination of the cost of the end product,
computation of inventories and distribution of instructions among the
various shops. In the financial sphere, rights of the factory committees
included ascertainment of the available cash of the enterprise, of its
payments and receipts, and making decisions on which orders to accept. If
a particular order was not found to be in the interest of the enterprise, the
factory committee could halt its execution, pending final decision by
higher economic organs. In the field of labour relations, the fabzavkomy
could decide hiring and firing of workers, dismissals and taking on of
managerial staff, and working time.

Gladkov maintains that the draft, unofficially, circulated everywhere
and was taken as a basis for the issue of local instructions on workers’
control.** There is indirect evidence for this assertion. The instruction of
the Moscow Union of Textile Workers, issued in December 1917, invited
workers’ organs to apply ‘the strictest control, immediately passing on to
workers’ management’.*® In one case the factory committee found that a
large part of the factory outlays had been incurred ‘illegally’ and
‘unproductively’ and refused to approve payment.*’” Decisions on dis-
missal were taken by the factory committee without informing the
administration.*®* The factory committee of a textile mill ejected the
owner and his management who had refused to increase output, and
introduced piece-rates and minimum output norms.*® Against the
decision of owners to stop production, factory committees took over
management, making themselves responsible for the supply of raw
materials and continuation of production.*® The Yaroslav factory
committees decided not only on wages, working time and disputes with
the administration, but also on hiring and firing.*! The Samara Council of
Factory Committees empowered these committees to decide on pro-
duction costs, prices and terms of sale. In some cases fabzavkomy decided
the distribution of profits.*? Some firms were not allowed to conclude any
contract without the consent of the control commission.>® Some factory
committees were particularly strict in controlling cash flows. There is
evidence from foreign reports that no money was paid for goods delivered
or work done without their consent.®* The factory committee of a
machine-tool workshop in Moscow discussed and settled questions
pertaining to holidays, sick pay, overtime; all real grievances were settled
by the vote of all, rules and regulations were discussed and approved. This
factory elected the manager on the principle of one person, one vote.*
Some factories of Kostroma province claimed the right of intervention in
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management and controlled all aspects of enterprise activity. At the
Third Conference of workers’ control of Kostroma province, in
September 1918, many reports focused on the role of workers’ control over
material and financial matters. In some cases, workers’ committees found
the financial means to keep an undertaking going.’® Some factory
committees kept a register of customers and decided terms of delivery.*’
The workers’ organs of a print shop distributed orders among shops,
determined the number of workers and their wages, issued payment
orders and fixed dividends.*® This case seems rather exceptional in the
variegated panorama of post-revolutionary workers’ control. But it
indicates how discretional was the interpretation of the Decree on
Workers” Control and how much its application responded to real
situations rather than to law.

3.3 TRADE UNIONS VERSUS WORKERS’ CONTROL

The attempts to bridle reality were expressed in regulations reducing the
capacity of workers’ control committees to intervene in managerial
activities, and in the effort to gain trade union support in counteracting
unwanted spontaneous workers’ initiatives from below.

At the First Congress of Trade Unions (7-14 January 1918), where the
Bolsheviks had the majority of delegates with voting rights (217 delegates
out of 402 representing party and non-party factions),* the resolution on
workers’ control presented by Lozovskii (at that time a non-party
delegate) and worded in its final form by a commission composed of three
Bolshevik delegates and two non-Bolsheviks, was adopted unanimously.
The resolution stated that, in the interests of the proletariat itself, ‘any
idea of atomization of workers’ control by way of granting to the workers
of each enterprise the right to take final decisions on questions affecting the
very existence of the enterprise ought to be rejected’, and that ‘control
over production does not mean transfer of an enterprise into the hands of
the workers of that enterprise’; ‘workers’ control is not equivalent to
socialization of production and exchange, but represents only a prepara-
tory step towards it’.5°

The congress debated two major points. First, the specific tasks and
limits of factory workers’ control organs. Second, the coordination of
workers’ control at the union level. Solutions were found in a compromise
which was to pave the way for institutional changes without touching
what already existed. The congress approved the formation of control
commissions at the factory level and economic control commissions at the
union level.®! The relations between existing fabzavkomy and control
commissions were not defined. Nowhere was it said that the control
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commissions were to replace the jfabzavkomy, but the final resolution
mentioned that the latter might be included as a whole in the control
commissions. The choice of the word komissiia instead of komitet, by which
originally the factory councils were designated, raises the question of
whether the congress intended to stress the nature of advisory technical
boards of workers’ control organs, rather than their potentially per-
manent leading role. Regardless of this, the impression remains that the
congress was not able or did not want to settle clearly the issue of workers’
control from the institutional point of view.

The rights and duties of the control commissions as defined in the
resolution corresponded to the trade unions’ understanding of the political
and social situation, which was not the same as that of the Bolshevik Party
leadership. Though the Bolsheviks comprised the majority of delegates
with voting rights, the political orientation of trade-union members was
still quite varied and not necessarily congruous with that of the Bolshevik
leadership, even among Bolshevik trade unionists. Trade unionists did not
necessarily identify the Bolshevik Revolution with a revolution in the
sphere of labour relations. To experienced trade unionists it was not at all
evident that the role of labour in the new society had changed and that
wage labour had disappeared or was bound to disappear in a short time.
Owing to this approach on social relations, the trade unions disliked any
solution close to co-management, either in private or public enterprises.
However, in the latter the trade unions admitted that workers’ control
should operate in order to counteract the formation of a state
bureaucracy.

The trade unions’ resolution on workers’ control rejected joint
responsibility for the enterprise of workers’ representatives and owners,
which could be derived from the Decree on Workers’ Control, and
explicitly stated that ‘the right to give instructions on management of the
enterprise, its course and actions, remains with the owner’, and that ‘the
control commission does not take part in management of the enterprise
and does not assume any responsibility for its course and actions, which
remains with the owner’.%2

The trade unions foresaw that workers’ control might be abolished or
nullified in industries entrusted to the state, through the syllogism implicit
in the slogan of the dictatorship of the proletariat. For this reason, the
congress affirmed that workers’ control ought to be ‘the basis of state
regulation’ since ‘the absence of such control could bring about a new
industrial bureaucracy’.%?

While restricting the scope of workers’ control, the congress took care
that room should be left for the intervention of control organs in
managerial decisions affecting labour. In the first draft, the control
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commissions were to watch over the implementation of output norms set
by state institutions, or in the absence of such norms, to determine them
on the basis of the equipment and actual conditions of the enterprise. To
be able to do this the control commissions were to have access to all
documents and meetings of management as well as the right to raise
questions.

The defence of labour rights did not rest only on a trade unionist partial
view of economic problems. An effort at coordination was made in order
to avoid the danger of the atomization of workers’ control organs. The
resolution on workers’ control subordinated control commissions and
factory committees to ‘control economic’ commissions (kontrol’no-
khoziaistvennyt) which were to be established by the trade unions at the
level of the whole industrial branch. One or two members of the trade
union concerned who were not employed at a given enterprise were to
take part in all the work of the control commissions and factory
committees in the enterprise and to report to the control economic
commissions.®* The effort of the trade unions to limit the powers of lower
control organs in relation to management, and to compensate this
limitation by broadening their rights in matters of labour defence, did not
find total expression in the final draft of the instruction on control
commissions.®® The tasks of the commissions were precisely defined and
strictly limited to vigilance over the process of production and labour
discipline. The decree on control commissions dropped the fixing of
output norms and access to administrative documents and meetings,
which had figured in the original project.

The final instructions stated that the control commissions should be
elected by a general meeting of manual and clerical workers, to which
they had to report not less than twice a month. In the largest enterprises
the clerical workers had to be represented as such in the commissions. The
commissions had the following duties: to ascertain the amounts of
materials, equipment and labour necessary to the factory, and the
amounts actually available; also the appropriate proportions of these
inputs for full utilization of productive capacity; to ensure labour
discipline; to check fulfilment of decision by superior economic agencies
{such as glavki) on supply and delivery of goods; to prevent unauthorized
transfer of equipment and materials; to seek the causes of declining labour
productivity and measures to increase it; finally, to examine the
possibility of conversion of productive activity and the necessary
modifications. Later on, information on workers’ control does not
distinguish between control commissions and fabzavkomy, so that one
cannot evaluate the impact that the congress’ resolution had in practice.
Nor is it possible to assess whether control commissions replaced factory
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committees or coexisted with them. The information available suggests,
instead, that no precise connections between factory control organs and
higher union organs were established, and that in some cases the control
commissions did not submit any account of their activity.®

One of the party’s arguments for limiting the sphere of competence of
factory committees was the alleged restricted viewpoint of the organs of
workers’ control, by which was meant their lack of an overall appreciation
of the country’s economic problems and their obstinate defence of
workers’ immediate interests. This argument was partially true; but, of
course, it dated back to long before the October Revolution, when the
Bolsheviks had never thought of raising it. On the other hand, the
allegation was not entirely justified. There is evidence that until late 1919,
some factory committees performed managerial tasks successfully. In
some regions factories were still active thanks to their workers’ initiatives
in securing raw materials. There were cases in which the factory
committees assumed on their own the hard decision of dismissing part of
the labour force. Lists were made of workers having other income besides
their factory wage, in order to distinguish between those who could be
dismissed and those who lived entirely by their job. In more than one case
food supply was maintained by the efforts of the factory workers on land
belonging to the enterprise.®’ In such activities factory committees went
beyond the tasks reserved to them by the regulations issued by the All-
Russian Council of Trade Unions in mid 1918.5%

A major concern of the party leadership, in fact, was to check
spontaneous confiscations, to curb demands for wage increases in
enterprises depending on state financing and to reach agreement with
former managerial staff so as to smooth the transition. To take an example
on the wages question, when transport was nationalized, the Water
Transport Workers’ Trade Union demanded that management be
concentrated in its hands. The workers expected a wage increase. This
claim was rejected by Lenin, in a meeting of the Central Committee of the
Party on 4 March 1918, on the ground that not the workers but Soviet
power was responsible for management. Lenin warned that before
granting sailors a wage increase one should decide to whom the ships
belonged and, further, that if workers insisted on a wage increase despite
the initial agreement on wage rates, he personally would raise the
question of cancelling nationalization.®®

After the Brest—Litovsk Treaty, Lenin spoke in even sharper tones on
workers’ claims. On 29 April 1918, he asserted the need for state
capitalism in the phase of transition to socialism ‘since state capitalism is
something centralized, calculated, controlled and socialized’.’® The
challenge was directed against the left-wing communists, but was also
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intended to show that spontaneous workers’ initiatives could be harmful
to the solution of economic problems:

I told every workers’ delegation with which I had to deal when they came to me
and complained that their factory was at a standstill: you would like your factory
to be confiscated. Very well, we have blank forms for a decree ready, they can be
signed in a minute. But tell us: have you learnt how to take over production and
have you calculated what you will produce ? Do you know the connection between
what you are producing and the Russian and the international market?
Whereupon it turns out that they have not yet learnt this; there has not been
anything about it yet in Bolshevik pamphlets, and nothing is said about it in
Menshevik pamphlets either.”!

At the beginning of 1918 the Tanners’ Union came to an agreement
with the All-Russian Association of Manufacturers and Factory Owners
of the Leather Industry, under which the tanneries were to work. The
government provided subsidies and the factories agreed to put their
output at the disposal of the state. The Central Committee for Leather
was composed two-thirds of workers and one-third of private manufac-
turers and bourgeois technical experts. Analogous agreements were
concluded in textiles, sugar and other branches of the food-processing
industry. Lenin praised these agreements.”? This solution was considered
positive, since it entailed joint responsibility of workers and owners in
directing the glavki, and at the same time it deprived workers at the factory
level of most of the grounds for intervening in management and raising
claims against the higher administration. Another reason in favour of this
solution was that, with respect to nationalization, it implied a smaller
burden on the State Budget, since the government could intervene
through subsidies, without assuming complete financial responsibility.

The leadership was primarily concerned to limit workers’ intervention
in management in large-scale industry, after nationalization.”* One
instruction of the Baku Sovnarkhoz made explicit reference to the decree on
nationalization of the oil industry, signed by Soonarkom, to stress that
‘control’ was intended to be ex post —i.e. any instruction by the central
administration had to be immediately and precisely fulfilled.”* The
instruction to the factory committees for implementation of the decree on
nationalization of joint-stock companies stated that workers had to
participate directly in the protection of factory property and surveillance
of inventories, and that the right to decide individual and factory output
norms belonged to management.”

The merging of the factory committees with the trade unions was used
to confine their concern to labour relations, rather than to promote their
evolution to wider responsibilities. A conference of Textile Trade Union
factory committees in Moscow Oblast on 2 June 1918 decided that
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minimum wages were to be tied to the output norm and that workers’
courts should be organized in each factory and locality to promote labour
discipline.”® The Fourth Conference of Factory Committees in Moscow
on 2 July 1918 declared that factory committees should not hesitate to
take exceptional measures against any violation of labour discipline and
that plundering, abuses and careless work must be resolutely fought.””

Nonetheless, the variety of experience in the area of workers’ control
that the Bolsheviks had inherited from 1917, and which developed amidst
the disorganization following the October Revolution, could not easily be
mastered by laws and instructions. Between March 1917 and August
1918, factory committees were set up at 4,398 Russian enterprises
(excluding the Urals and the Donets Basin). Special control commissions
functioned at another 2,371 enterprises.’® The census of industry on
31 August 1918 shows that most of the factory committees and special
organs of workers’ control took part in management (see Table 3.1). This
situation occurred independently of the directives from the centre. The
Second All-Russian Congress of Trade Unions, in January 1919, where
the Bolshevik representation was overwhelming, affirmed that the rights
of workers in the matter of control were limited to surveillance of the pace
of work and to the ex post supervision of management and production.”
The congress imposed quite severe limitations on the powers of control
commissions in nationalized enterprises. Their powers were limited to the

Table 3.1. Participation in management by factory committees and special organs
of workers’ control, August 1918

Number of
special organs 9, of the total
Enterprises Number of factory of workers’ number of
by number of committees taking %, of total control taking special organs
workers part in factory part in of workers’
management  committees management control
below 50 993 60.8 333 35.9
51-200 900 62.5 472 57.2
201-500 361 70.6 278 73.7
501-1,000 174 76.6 143 73.7
1,001-5,000 183 84.3 166 84.7
Above 5,000 23 100.0 21 95.4
Unknown 196 56.2 105 65.2
Total 2,830 64.3 1,518 64.0

Source: V.Z. Drobizhev, ‘Sotsialisticheskoe obobshchestvlenie promyshlennosti v
SSSR’, Voprosy Istorii, 1964, no. 6, 55
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right to collect data for the control department of the trade union
concerned; and checking of the enterprise book-keeping and balances
could be done only on approval of the control department.® For private
enterprises, as distinct from nationalized ones, the decree on workers’
control still applied.

The degree of workers’ interference in management allowed in private
enterprises by the decree on workers’ control was mainly based on
political considerations and on the fear that capitalists would sabotage
the plan of the new government. From the economic point of view,
indeed, it would have been contradictory to limit workers’ control on the
ground that workers had no adequate knowledge and experience, and to
let it survive for private enterprises, which at the beginning of 1919 still
constituted the greater part of the economy. The need for a political
control ¢n loco, through the organs of workers’ control, explains why the
field of competence of the factory committees was never, throughout war
communism, clearly defined. According to Lozovskii, the final settlement
of the question of workers’ control was decided at the Third Congress of
Trade Unions, held in April 1920, when it was resolved that the factory
committee must definitely be fixed as the local nucleus of the trade unions,
with similar functions, and must not interfere in management.®' By April
1920 the civil war was practically over and the political function which
the factory committees had performed in loco could finally be removed.

As long as the civil war lasted, there was no possibility of abolishing
workers’ control as such, even though from points of view other than those
of mere political convenience this possibility was foreseen, as is indicated
by rumours circulating in summer 1918.82

To prevent workers’ control eluding central directives, the Bolsheviks
had either to conquer the organs of workers’ control, or to limit their
autonomy by empowering parallel state organs to watch over them. Both
solutions were sought.?® In one case the section of the party attached to a
factory demanded obligatory admission of two Bolsheviksinto the factory
committee on the ground that the leading party had to be represented in
all democratic institutions. It is possible that similar demands were made
in other factories. The number of Bolsheviks engaged in the civil war,
however, did not leave much room for direct political control over
workers’ organs.

The leadership tried to circumvent the problem by establishing state
control over business activity.

3.4 STATE CONTROL VERSUS WORKERS’ CONTROL

The Commissariat of State Control, which had been set up in December
1917 as a consultative organ of Sovnarkom on financial questions, remained
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inactive until July 1918. In the summer of 1918 its central control board
and local accounting control boards and commissions were formally
completed.®* The state control agencies were to supervise the accounts of
industrial enterprises and check their book-keeping.8®

Workers’ control, which according to Lenin’s project was supposed to
fulfil the same tasks, had gone much further. The relations between the
two institutions were not clear to most and were subject to various
interpretations. In the government milieu emphasis fell on limitation of
the autonomy of workers’ control organs. The Commissariat of State
Control proposed the combination of workers’ control with state control.

The local sovnarkhozy disagreed. They argued that workers’ control, as
it worked out in practice, contained functions not of inspection but of
managementand, as such, it provided the eyes and ears of the sovnarkhozy.
To merge workers’ control with state control was considered in-
appropriate, since state control was responsible for keeping the activity of
workers’ organs within their proper limits.¢

On the contrary, the argument in favour of merging the two organs of
control was grounded on the need for a more highly centralized control
independent of the local organs of Soviet power.%”

In October 1918 a workers’ control conference resolved to distinguish
two aspects of control applicable both to nationalized and private
factories: first, a practical (fakticheskii) control by workers through their
elected organs (i.e. factory committees); second, an inspection
(dokumental’nyt) control, exerted by the agents of the Commissariat of
State Control.s

The question of the relations between workers’ control and state
control was also debated at a session of VSNKh. Following the increasing
pace of nationalization, VSNKh and its sovnarkhozy had become directly
involved in managerial functions. To this extent any form of adminis-
trative control which could hinder the normal speed of managerial
decision-making was viewed with apprehension.

Agents of state control claimed overall control over the financial
activity of enterprises with respect to the correctness, legality and
regularity of their operations.?® Representatives of VSNKh, who did not
oppose the hypothesis of central control over the financial sides of
entrepreneurial activity, claimed that VSNK itself, being charged with
the direction of industrial activity, was better suited to exert financial
control as well. Lomov even proposed the abolition of state control as
such.®® VSNKh’s proposal, however, turned out to be a device for
removing the possibility of an independent organ exercising control over
itsown activity. This eventuality was firmly rejected by the representative
of state control on the ground that, if financial control were given to
VSNKh, the latter would itself remain uncontrolled.?!



106 Management

VSNKh members considered workers’ control to be a lesser evil than
state control. Centralization, which for the economic leaders was, rightly
or wrongly, synonymous with efficiency and rapidity of decisions,
required a minimum number of intermediate levels between manage-
ment and execution. The directors of the production sections of VSNKh
were afraid that the supervision exerted by a state organ over all phases of
the process of decision-making would result in all sorts of delays and
finally turn out to be only a bureaucratic device. The economic crisis
favoured a solidarity of interests between the technocratic soul of VSNKh
and factory workers, against state interference. The VSNKh leaders felt
that there was room for a deeper involvement of workers’ organizations in
the matter of control at all levels, combined with more responsibility.
Some of them, primarily concerned with establishing a single central
direction, considered workers’ control a deterrent against illicit activities;
they underlined the need for an ex post control by workers coupled with
technical and financial control from organs of the central administrations
of industry.%?

One point was common to the various proposals formulated by
VSNKh members: preference for a solution which would avoid the
interference of state bureaucracy in management, possibly through the
utilization of people in loco.®®

The fear of bureaucratic intermediaries was justified. Though by law
the organs of state control should have been organs of revision, i.e. ex post
inspection over industrial management, they, in fact, went beyond these
tasks. Complaints can be found in the Press that transfers of money for
purchase of raw materials or payments of wages had first to be submitted
for approval. Furthermore, state control revealed itself to be unsuitable
for enforcing the proper administration of public property, though this
was the first reason for its institution. State control was accused of bearing
the same deficiencies as the other Soviet institutions: a mostly
incompetent staff, whose principal function turned out to be rubber
stamping.®* VSNKh, which supported giving these functions to the
existing workers’ organs, was, on its part, unable to provide adequate
guidelines to enforce workers’ control ex post. The divergences in the
operation of workers’ control in practice within the nationalized factories
were so wide that a commission was established to produce a common
scheme of instructions on workers’ control. This commission never started
work.

The Second Congress of Sovnarkhozy, which met at the end of 1918,
when already the necessity of confronting problems of organization could
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not be separated from the effects of civil war on economic priorities,
treated the question of workers’ participation in management only
indirectly, along with the pending question of the involvement of trade
unions in the direction of industry. The burning question of workers’
control was evaded by the congress.®

The impossibility of finding a final solution to the problem of
embodying workers’ control in an institutionalized form within the
framework of public enterprise is a reflection of the confusion which
characterized economic organization. This shows also as a consequence
of the inadequacy of any model to encompass the plurality of experi-
ences which the leadership was incapable of subjecting to its authority.

As late as August 1919, the metal workers’ conference concluded that a
duality of power characterized the relations between the administration
and factory committees in state enterprises, and that the divergences
between them, due to the antagonism between the overall perspective of
an industry and the local syndicalist interests of workers, had not yet been
solved.%

3.5 DECISION-MAKING: PROJECTS AND IMPLEMENTATION

Kritsman distinguished six stages in the process of the formation of Soviet
managerial organs: (1), self-regulated workers’ control before the
October Revolution; (2), imposed workers’ control after the revolution;
(3), compulsory participation of capitalists in the organs of the state
proletarian administration, until nationalization of the joint-stock com-
panies; (4), obligatory retention (prikreplenie) of specialists at their postsin
the enterprises, between the end of 1918 and the beginning of 1919, until
the formation of the organs of workers’ management; (5), collective
workers’ management; (6), one-man management.®” This chronology, as
in any temporal schematization, suffers from an excessive linearity; but it
is useful to underline the basic steps through which decision-making went.
Forms of management should be seen in the light of the political
hypotheses prevalent at each stage. Initially, the Soviet government
looked for collaboration with bourgeois specialists (a euphemism for
capitalists, often used by Lenin) within the hypothesis of state capitalism.
The chief and central committees (glavki and tsentry) in several
important branches were reorganized by including in their boards
representatives of other Soviet institutions. The problem of finding
representatives of the working class capable of carrying out managerial
tasks was made more urgent by the scarcity of educated people willing to
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offer their services to Soviet power. As soon as the problem of forcing some
order into the economy was raised in connection with the administration
of state enterprises, the Bolshevik leadership turned to the trade unions to
find possible means of collaboration, and to sift out of them people
suitable for management.

At the time of the First Congress of Trade Unions, in January 1918, the
debate centered around the role which trade unions should have under
Soviet power. Should they actively support Soviet economic policy or
remain in a neutral or independent position? Indirectly, the question of
‘stateization’ (ogosudarstvienie), which during war communism epitomized
the Bolshevik effort to institutionalize trade unions and make them
dependent on central power, was raised already at the time of the First
Congress of Trade Unions. This question, from the institutional point of
view, concerned the relations between trade unions and the
Commissariat of Labour (Narkomtrud).®® But, from the political and
economic point of view, what mattered was the trade unions’ acquies-
cence to central economic policy. The debate demonstrated that it would
not be easy to gain the support of the unions for the government’s
economic policy by relying only on political slogans. The Russian trade
unions, despite their recent formation and composite political extraction,
strove for more autonomy and claimed for themselves the role of
defenders of labour. This position precluded them from directly engaging
in management. Administrative functions would have meant, as long as
workers were not emancipated from subordination, sacrifice by the
unions of their support of workers’ economic interests, and their
resignation to an ancillary role with respect to the government’s goals and
policies. This conern was expressed in particular by the Mensheviks, who
at that time still had a broad following among unionized workers. For the
Mensheviks, the autonomy of trade unions should have been maintained
so long as the Soviet Revolution was considered as simply a bourgeois
stage in the transition to socialism. In the Menshevik perspective, the
October Revolution had not brought about such change as to justify
renunciation of their views on the need for state control: a position which
they had already expressed in July 1917 at the Third Conference of Trade
Unions.®® The Mensheviks saw in the trade unions a means to fight
factory separatism, which was nourished by the organs of workers’
control. For this purpose, too, control over industrial activity ought in
their view to be the responsibility of state economic organs.'?°

Moving from different evaluation of the current stage, the Bolsheviks
urged the trade unions to collaborate with government policy. The
Bolsheviks considered the current stage as a transition to socialism. They
deplored the neutrality of trade unions. Since the new government was
considered as the expression of the dictatorship of the proletariat, any
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other organization aspiring to represent the working class must either
actively support state power or be antagonistic to it and thus hinder the
interests of the working class.!®" The Bolsheviks used the same argument in
favour of merging factory committees into the trade union organization.
The Left Socialist-Revolutionaries supported the Bolshevik claims. They
even added a new emphasis. At the First Congress of Trade Unions, they
maintained that the trade unions had to behave as state organs
(gosudarstvennye organizatsiia).'®

Participation of trade unions in decision-making was, for the Bolshevik
leadership, a means to gain workers’ support on economic policies
which - at least immediately — could not offer any material benefits in
exchange. Such responsibility in decision-making amounted to much less
than workers’ management.

The only support that the hypothesis of workers’ management had
among political groups was that of the anarcho-syndicalist faction.
Maksimov defended management by factory committees on the ground
that they were the spontaneous emanation of the working class. As such,
they were acting under the immediate control of workers. The resolution
of the anarcho-syndicalist group affirmed that only through the initiative
of the working people could economic disruption be avoided. Maksimov
and his group showed that they distrusted trade unions as potential
leaders of economic management. The unions were not suited, in their
view, to perform these tasks; they should instead work for the em-
ancipation of the working class as a whole.!°® The anarcho-syndicalist
position on the trade unions depended on the fact that most of the union
leaders and members belonged to the existing political parties; a
peculiarity of the Russian situation, which Maksimov had already
deplored in August 1917: “The unions tend to identify their interests with
the interests of other parties’; they are ‘cautious, inclined toward
compromise, complacent, calling [themselves] militant, but in reality
striving for class harmony’.!%*

Whether of Marxist extraction or not, however, the trade unions
manifested from the First Congress a ‘unionist’ standpoint which did not
coincide with any of the political lines represented at the congress. The
resolution adopted by the congress rejected a position of neutrality, as a
bourgeois idea, but also rejected institutionalization. The unions agreed
‘to shoulder the main burden of organizing production and rehabilitating
the country’s shattered productive forces’, and confirmed ‘their energetic
participation in all central bodies called upon to regulate output, and in
the organization of workers’ control’ and in several other organizational
tasks. But they refused ‘statization’ as such and formulated the possibility
of an evolution in this sense only on conditional terms: ‘As they develop,
the trade unions should in the process of the present socialist revolution
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become organs of socialist power, and as such they should work in
coordination with, and subordination to, other bodies in order to carry
into effect the new principles.’'®® The Mensheviks interpreted the result of
the congress in the sense that the trade unions had refused ‘to become
sections of VSNKh’.106

The leadership multiplied its efforts to involve trade unions in
government economic policy when, in connection with the
Brest—Litovsk negotiations, the economic organization seemed to be
defined as state capitalism. Avoidance of labour conflicts was sought in
the merger of trade union organs with the organs of the Labour
Commissariat. Tomskii claimed that trade unions were assuming an
overall state significance in that they were in a position to regulate the
conditions of labour and production in the interests of the working class as
a whole. In so doing, they were exerting an activity parallel to that of the
Labour Commissariat, resulting in a useless duplication of work.'%? At the
Fourth All-Russian Conference of Trade Unions (12-17 March 1918),
where Tomskii’s resolution on merging trade union organs with state
labour organs was passed by a majority vote, the opposition to the
Bolshevik line on the institutionalization of the trade unions was
nonetheless still consistent. Maiskii warned that trade union relations
with the Labour Commissariat could be friendly, neutral or antagonistic,
depending on the character of the state labour policy, since as long as
capitalism or state capitalism remained, owners remained t00.!°® The
opinion of the Mensheviks was shared by other groups. Lozovskii argued
that, in spite of the modification of the social, territorial, economic and
production bases of the country, the Soviet system was not yet a
proletarian one. The state organs represented the interests of the whole
population, that is, both of the proletariat and of the petty-bourgeoisie
(by which the Marxists intended the peasantry). Therefore, Lozovskii
argued, state organs could not be organs of the trade unions, which should
remain autonomous and independent of state power in order to safeguard
workers’ interests.'®

For the opposition, direct participation in state administration should
be a result of the effective process of socialization. For the Bolsheviks, the
former was a prerequisite for the latter. Though unable to defeat
completely the trade unions’ opposition to ‘statization’, the Bolsheviks’
weight was decisive in forcing trade unions to adopt very strict regulations
on labour discipline. The All-Russian Council of Trade Unions issued on
3 April 1918 regulations introducing piece-wages as a means of increasing
labour productivity, and also regulations on sanctions, such as expulsion
from the trade unions, on workers who refused to subject themselves to
union discipline.''® Thisdecision happened to coincide with thesharp turn
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in economic organization that Lenin endeavoured to impose, first of all on
the members of his own party. In the first version of the article ‘On the
Immediate Tasks’, written at the end of March 1918, Lenin made it clear
that he considered the period of meetings where the airing of questions
prevailed over the business aspect to be over, and he added:

Now has come the turning point when — without in any way ceasing to prepare
the masses for participation in state and economic administration of all the affairs
of society, and without in any way hindering the most detailed discussion of the
new tasks (on the contrary, helping them in every way to carry out this discussion
so that they independently think out and arrive at correct decisions) ~ we must at
the very same time begin strictly to separate two categories of democratic
functions: on the one hand, discussions and the airing of questions at public
meetings, and, on the other hand, the establishment of strictest responsibility for
executive functions and absolutely business-like, disciplined, voluntary fulfilment
of the assignments and decrees necessary for the economic mechanism to function
really like clockwork.'!!

At that time, Lenin did not contest the principle of election of the
leading organs, but he stressed the need for one-man management

(OMM):

Neither railways nor transport, nor large-scale machinery and enterprises in
general can function correctly without a single will linking the entire working
personnel into an economic organ operating with the precision of clockwork.. .,
when there is the slightest opportunity for it, responsible persons should be elected
for one-man management in all sections of the economic organism as a whole.!!?

In the final version of this article, published on 28 April 1918 in Pravda,
Lenin related the question of OMM to the specific tasks of the present
moment and compared OMM to ‘the mild leadership of a conductor of
an orchestra’. Such an oddly poetical image was immediately corrected
by the stress he put on the need for ‘unquestioning subordination to a single
will’ (Lenin’s italics).!'?

Nevertheless, neither Lenin nor Trotskii, who shared his ideas on this
point,''* was able to defeat the principle of collegiality in decision-making
in 1918.

The first decree on the management of nationalized enterprises in
March 1918 established two directors at the head of each enterprise, one
technical and the other administrative. Both directors were appointed by
the central administrations of the corresponding branch. The principle of
appointment of the directors was balanced by the elective principle which
applied to a new organ — the economic and administrative council. This
council deliberated on administrative questions, such as the budget
estimates of the enterprise, the programme of work, internal regulations,
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solution of grievances, working conditions and ‘everything else concern-
ing the [internal] life of the enterprise’. Decisions of the council were
binding on the administrative director, who could appeal against them,
only after their application, to the commissar of the central adminis-
tration for that branch. On questions of a technical nature the council
had only a consultative vote. Supply and delivery of goods remained
outside its competence. The economic and administrative council,
however, did not reflect a syndicalist conception of management. Besides
some representatives of workers, employees and engineers of the enter-
prise, the council included representatives of the trade unions, the local
sovnarkhozy, the local soviets, workers’ cooperatives, and the councils of
peasants’ deputies of the raion concerned. This composition weakened the
impact of the factory workers on decision-making, without in turn
providing a firm connection with the central administration of the
corresponding branch. The workers’ control organs remained in a
subordinate position with respect to the council. Their statements and
deliberations had to be submitted to the latter for examination.
Moreover, the council had the right to lay off workers without notice for
any period of time.!'

The decree on management of nationalized enterprises reflected an
interesting compromise between technocratic principles and general
interests, expressed by the several productive groups represented in the
economic and administrative council. However, the potential anta-
gonisms between the management and the council jeopardized their
equilibrium and firmness of decision-making. This fact was likely to lead
to a predominance of one organ over the other. In case of conflict, there
was no neutral organ to settle the dispute. Final decisions were taken by
the central administration, the same which appointed the two directors.

VSNKh started appointing commissars to the factories where tensions
and conflicts jeopardized the directives of the centre. The appointment of
commissars chosen from union members was recommended by the All-
Russian Central Executive Committee, as a form of political supervision
over management.''® The commissars had substantial powers, extending
to dismissal of workers. Since the sphere of their autonomy was not
regulated by law, their activity depended on the aims and conditions of
the enterprise. The commissars’ undefined powers provoked reactions
among workers and political leaders, who accused them of mihtary
methods of management.!'” The wave of criticism was directed against
Lenin’s approach to state capitalism.

In ‘The Immediate Tasks of the Soviet Government’, Lenin stressed
the need for coercion in the transition from capitalism to socialism and
asserted that there was no contradiction between Soviet democracy and
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the exercise of dictatorial powers by individuals.!'®* He ridiculed the
‘mania for meetings’. Among the points of the six theses on the immediate
tasks, which were approved unanimously by the Party Central
Committee on 3 May 1918, particular significance was attached to
measures for improving labour discipline and productivity; that is, piece-
work, adoption of the Taylor system, and payment of wages according to
productivity.!’® On OMM, however, the solution approved by the
central committee was ambiguous and reflected the contrasting feelings of
the Bolsheviks on this question. Agreement was reached on the anodyne
assertion that unquestioning obedience during work to one-man decisions
of Soviet directors was far from being guaranteed as yet, and that the
reason for this was the anarchy of petty-bourgeois habits, feelings and
sentiments.'?°

At the First Congress of Sovnarkhozy, the question of decision-making
was subject to the precise criticism of the left wing and resulted in a new
decree on management, which reaffirmed the collegiality principle.
Osinskii, who had resigned his post as head of VSNKbh after the signing of
the Brest-Litovsk Treaty, criticized Lenin’s thesis that state capitalism
was a step towards socialism. The representative of the left wing
maintained that so long as the proletariat still remained a class living on
wages, the bourgeoisie was going to hold on to economic power. In his
view, the proletariat was charged only formally with accounting, control
and regulation, since practically all these functions remained con-
centrated in the hands of the bourgeoisie, who remained in control of
property and decision-making. Osinskii defended state socialism against
state capitalism, meaning by the former the concentration of all leading
functions in the hands of the proletariat. This approach was better
developed in his work on ‘Construction of Socialism’, published in 1918.
In this Osinskii wrote that the party on the morrow of the revolution did
not have a clear idea of the meaning of workers’ control, or any idea about
what system ought to replace the old one. However, workers’ control had
a discriminatory meaning. Added to nationalization of the banks and
large-scale industry, it represented an alternative to state control which
belonged to the Menshevik programme. Before the revolution the essence
of workers’ control did not correspond to its form: formally, workers’
control was not kontrol’ but tutelage (opeka); substantively, it was not
kontrol’ but regulation (in the sense of greater authority than is indicated
by kontrol’).'*' Osinskii proposed the institutionalization of the practice.
He argued that after the revolution the essential question was how to
organize management in order to strengthen the class victory and extend
the leading role of the proletariat over production. Against Lenin’s claims
in favour of the participation of bourgeois experts in management,
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Osinskii demanded their expulsion and the concentration of adminis-
trative direction in the factory-shop committees, with a broad partici-
pation of the masses. In no case, stressed Osinskii, should workers remain
ignorant of the overall business situation of their own factory.!??

By these arguments, the left wing affirmed the possibility of transform-
ing workers’ control into workers’ management, which Lenin never
considered immediately realizable.'?®* The left-wing propositions, how-
ever, were based on a distinction between administration (pravlenie) and
management (upravlenie), which considerably reduced the scope for
decision-making in an entrepreneurial sense by the lower organs.
Osinskii asserted that central and oblasi organs ought to be competent
for the general direction and the assignment of orders to the lower units,
that is, they ought to carry out the ‘administration’. The enterprise ought
to perform ‘managerial tasks’, i.e. to fulfil assignments and perform
technical tasks. The enterprises ought to receive from above financial and
material funds, labour assignments, instructions and orders for delivery of
output. Smirnov said that the task of the centre was to ascertain the
productive capacity of each factory.'?* In effect, the left-wing communists
were establishing the rudiments of central planning. Theirs was an
alternative hypothesis of economic organization and a very different one
from the programme of the anarcho-syndicalists and anarcho-
communists, who rejected any form of centralized direction of the
economy.

The anarcho-syndicalists had in mind a horizontal organization based
on unionized workers carrying out production under the direction of their
branch union. The trade unions should set the number of factories, their
productivity, the inputs of labour and raw materials. They also should
compute the total demand for the finished product. That s, trade unions
were expected to perform the statistical and administrative functions
which, at the First Congress of Trade Unions, the anarcho-syndicalists
reserved to the upper organs of a federative system governed by factory
committees.'?® The anarcho-communists conceived economic organi-
zation as functioning in the interests of the whole of society. They took
into account the interdependence between agriculture and industry, and
the interrelations among industrial branches. Free associations of people
were supposed to provide the connection between sectors and branches,
in order to realize a necessary element of competition.!?¢

Though they did not have much support for their political pro-
gramme,'?’ the anarcho-syndicalists had some impact on the formulation
of the new decree on management. Thanks to them, the resolution on
election of experts for a maximum of one-third of the whole council was
passed, rather than the alternative one, which proposed a system of
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appointment.'?® This was a sign of the isolation of the leadership on the
very crucial question of management in mid 1918, and a pointer to the
compromising and precarious nature that the regulations on manage-
ment were to take. The commission, which was to draw up the final
wording of the decree, accepted the amendments of the anarchists. But it
incurred Lenin’s opposition.!?® Through his influence, the resolution
presented for final voting to the congress with the signatures of Lenin,
Rykov and Veinberg modified the conclusions of the commission and
contained a clause which left open the possibility of appointment.!3

This controversy on management also involved the question of
centralization and the meaning of it. For the delegates of the local
sovnarkhozy, collegiality of decisions meant the possibility of local officials
having representation on higher bodies. Against this claim, the sup-
porters of strict centralization employed arguments based on practical as
well as theoretical reasons. Central appointment of managers was
justified by arguments based on economic crisis, immaturity of workers,
local ‘particularism’.!*! By the term ‘particularism’, the supporters of
central appointment had essentially in mind local reactions against the
shutting down of factories: a policy which the glavki claimed to be
necessary for rational allocation of resources in a time of scarcity of raw
materials.

Rykov, the president of VSNKh, objected to decentralized manage-
ment on the grounds that nobody, neither the left-wing communists nor
the anarcho-syndicalists, accepted the full principle of election. This was
correct. The left-wing communists proposed that factory managements
be elected by unionized workers.!2 The anarcho-syndicalists proposed
that two-thirds of factory managements should be composed of repre-
sentatives of unionized workers, and one-third of engineers, technicians
and employees, all by election. This was a sign that nobody really
believed the maturity of the Russian proletariat, as such, to be adequate
for self-management. But there were also theoretical arguments against
decentralized management. Lozovskii argued that the tendency of
capitalism was towards centralization and that socialism had to carry this
legacy forward.'** Another argument was that if VSNKh was supposed to
elaborate a single overall plan for all industrial branches, it had also to
hold sufficient authority to carry it out at the level of factories.'* Both
arguments sounded rather abstract in the light of Russian reality.

The left-wing communists agreed on centralization of economic policy.
But they disagreed on the centralization of its execution, arguing that
socialism meant a broader mass participation in the direction of economic
life.13s

To the argument for VSNKh authority at factory level, two objections
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were raised : first, VSNKh did not have an adequate staff at its disposal to
appoint an enormous number of local commissars, and experience had
proved that the quality of the appointed people was rather poor.!*¢ As a
second counter-argument, the anarcho-syndicalists observed that the role
of the supreme council of the economy ought not necessarily to be an
executive one. In their view, the central organ ought to coordinate and
register local activities, that is, to perform statistical functions, while the
connections between enterprises and the centre should be by way of
reciprocal consultation.'®” For the left-wing communists, each organ
should have defined functions, hierarchically ordered, so that the
relations among organs would be defined by the limits of competence of
each organ. Within its competence, each organ would be granted a high
degree of autonomy and self-regulation. But they did not explain which
sort of indicators should be used for the correct transmission of guidelines
and for their application and verification.

The supporters of straightforward centralization in decision-making,
that is, most of the Presidium of VSNKh, were apprehensive of autonomy
for the lower units. They rejected the idea of a hierarchy based on the
defined competence of each unit. This rejection implied that the only way
for the centre to maintain control of the whole economic organism was a
system of personal ties based on the political reliability of the appointed
people. The system of commissars was supposed to guarantee the
transmission of orders and surveillance over their execution as well. This
system had no theoretical foundation, other than the fear that things
might otherwise get out of control. It provided the appearance of a
coordination in default of planning, of a technical means of com-
munication and of an adequate system of sanctions and rewards.
Appointment, of course, was the only principle suitable for such a
framework.

The final resolution of the Congress of Sovnarkhozy, which became the
new decree on management, was the result of a compromise between
extreme centralization, i.e. central appointment of economic commissars,
and extreme decentralization, i.e. collegiality and complete election of
the managerial councils.!*® The separation between technical and
administrative functions disappeared. Two-thirds of the factory manage-
ment were to be appointed by the oblast sovnarkhozy or by VSNKh. Of this
number, VSNKh had the right to grant the oblast or central trade unions
the nomination of half of the candidates. The remaining third were to be
elected by the trade union members in the enterprise. One-third of the
whole number were to be experts.

The principle of election of the experts was rejected, but the principle of
appointment was made less rigid, since experts could also be elected by
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the trade union members. Only in cases in which they did not do so was
the principle of appointment from above to complete the quorum.

The discretionary powers granted to VSNKh with regard to letting
trade unions nominate a third of the candidates reflected the suspicion of
the composition of some trade unions, and it left the door open to political
manipulation of the factory management councils. Owing to the views of
the left-wing communists and the anarcho-syndicalists,!3® the right of the
central administration to appoint a commissar to the lower units was
limited to cases of necessity. Rights and dudes of the factory-shop
management were strictly specified.

The management council drew up the enterprise estimates, the
production plan, the plan of development and re-equipment, and the
plan of supply. Other tasks concerned drafting the internal regulations,
calculating prime costs and wage rates; also the appointment of
technicians and executives to the highest posts and definition of their
tasks, surveillance of the execution of plans, and welfare. At certain dates,
the management council had to present an account of its own activity and
of the situation of the enterprise to the higher administration of
nationalized enterprises, i.e. either to the oblast sovnarkhoz or to VSNKh.
The council was in charge for a period of six months,'*® after which its
membership could be changed.

The highest economic organs had the right to reject members of the
administrative staff chosen by the managerial council and to appoint their
own candidates in extraordinary cases. Members of the oblast adminis-
trations were elected by conferences of the factory-shop managements
and oblast trade unions and approved by the Presidium of VSNKh. One
delegate of the presidium was present in each oblast administration. The
new decree on management was supposed to provide a part of the
necessary institutional framework for further nationalizations, but at the
time of its approval there was no presumption that the pace of
nationalization would be a rapid one. A gradual approach to national-
ization was the prevailing line, and its prerequisites were registration of
existing enterprises and their inventories and balances, etc., which was
expected to take some time. Rykov stressed that the information which
VSNKh had required from each factory was quite modest and lacked
precision. He concluded that the transition from capitalism to socialism,
that is, to nationalization of industry, depended on how fast the
preparatory work would go (‘maybe one or two years or more’),
depending on the available staff and means.'*' This whole plan was
jeopardized by the decree on nationalization of large-scale industry and
the civil war. The effort of the central organs to keep up with the number
of nationalized enterprises began to fail increasingly. The lack of
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managerial staff became the most important impediment to a proper
organization of industrial direction and to correct implementation of the
decree on management.

The ambitious quota of managerial posts that VSNKh endeavoured to
reserve for itself could only be met if no regard were paid to the specific
competence of the appointees. Another complication was the lack of
intermediate cadres. This was a legacy of Russian backwardness. The
pre-war ratio between manual and white-collar workers was 10—-15:1 in
Russia versus 5—8:1 in Germany and the United States.'*? Centralization
plus incompetence were likely to bring about the bureaucratization of
economic life and to worsen relations with the provinces.

In the first half of 1918, the reasons for demanding the participation of
trade unions in industrial management had to do primarily with the need
for central control over wages and labour discipline. In the second half,
some economists started looking to the trade unions as the only possible
source of reliable intermediate cadres. Arskii, one of the best Soviet
economists according to some contemporaries, asserted that it had
become impossible to manage the economy from one centre and proposed
a modification of the appointment system in favour of a broad elective
system. Two-thirds of the management council should be elected by the
trade unions of the corresponding branch and one-third by the factory
workers. Arskii proposed that glavki and tsentry, which in the course of
1918 had acquired the status of production sections of VSNKh, should
issue precise instructions and directives to their subordinate enterprises,
but should leave supervision over them to the local sovnarkhozy.'** He
considered this system preferable to the practice of appointment by the
oblast sovnarkhozy or by VSNKh of two-thirds of the managerial councils,
since in spite of the possibility given by the decree on management to
trade unions to nominate half of the centrally appointed members, direct
central appointment had become prevalent, and had made insignificant
the relations between trade unions and management.'** The small
participation of trade union members in management was evident also in
the local sovnarkhozy. A VSNKh census in August 1918 revealed that only
1.7 per cent of members of the presidia of the sovnarkhozy (of an overall
figure of 686 people) had formerly been officials of trade unions.!*

However, not everyone shared the opinion that broader mass partici-
pation in management was suitable. On the one hand, civil war
strengthened the sectarian spirit which already existed in Marxist
ideology. Nogin expressed the fear of free elections in factories ‘which
deviate from the tasks of class policy’.!*® On the other hand, the trade
unions were not ready to accept the responsibility of taking part in
management. The principle of personal responsibility of the collegiate
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members was affirmed by the Second Congress of Sovnarkhozyin December
1918.147 Another reason impeding participation of trade unions in
management was presumably the policy of wage differentials through
which the leadership tried to enlist the services of the specialists. Lozovskii
argued that as long as there was a difference between a 3,000 rubles salary
for a specialist and a 300 rubles wage for a worker, it was absurd to
envisage the co-responsibility of trade unions in management. He defined
Arskii’s proposal as only a new way of demanding again the in-
stitutionalization of trade unions and said that this was out of the
question.'*®

In fact, the resolution of the First Congress of Trade Unions, thanks to
its ambiguity, could have favoured the interpretation that along with the
process of socialization of the economy, the unions would accept new
responsibilities and direct participation in state administrative life.'*® The
nationalization drive, after June 1918, fed the expectations of the
Bolshevik leadership in this sense. However, neither the extension of
nationalization nor the spread of war at the end of 1918 affected the basic
position of trade unions on the question of institutionalization.

Tsyperovitch said afterwards that the main object of the debate at the
Second Congress of Trade Unions, 16—-26 January 1919, was not the
question of ‘statization’ of the trade unions, but that of its timing, thereby
implying that-a basic consensus existed on this goal.'** However, this was
not true for the whole congress, though it may have been for most
Bolsheviks. In fact, the institutionalization of trade unions was not passed
by the congress, though the Bolshevik representation had more than
doubled in one year. The discussion about schedules was, in effect, used as
a means to reject institutionalization at the very time that the political
leadership desired it. If institutionalization had been put forward as a
theoretical desideratum, the timing of its realization would not have
mattered. But trade union ‘statization’ was urged for the highly practical
purpose of consolidating power in a social and economic framework
which was becoming dangerously hostile to the immediate targets of a
war economy and its priorities. Unionized workers, however, did not
always understand or did not always accept this message. At the Second
Congress of the Textile Union, it was claimed that the best union officials
had been absorbed by the top administrations, Tsentrolekstil’ and
Glavtekstil’, and that the time spent in such organizational work was
detrimental to specific union activity.'®!

Among unionized workers there spread a fear that the gains made by
labour — amidst the general economic disorganization following the
February Revolution — and extended in the labour legislation after
October 1917, could be lost as a consequence of the severe regulations on
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labour productivity and labour discipline enacted in the spring of 1918.
The political context in 1919 reinforced these fears and justified the
reluctance of union members to abandon the traditional trade union
functions of the defence of labour in favour of a deeper involvement in the
organization of the economy. Tomskii’s assertion that strikes ought not to
take place in Soviet Russia, where trade unions regulated wages and
labour conditions and appointed the Labour Commissar,'>? were bound
to raise suspicion about any further attempt to draw unions into state
administration.'%

Unionized railway and textile workers, mostly represented at the
Second Congress of Trade Unions by the Social Democratic
Internationalists, protested against the centralizing Bolshevik policy.
They claimed that state organs, namely the glavki and fsentry, hindered the
work of the control commissions; that state control, through its
control-technical sections, created parallelism of functions and was a
source of bureaucratic methods; and that the Soviet bureaucracy and the
top managers made efforts to free themselves of control from below.!*
These criticisms echoed the concern, already expressed by the Second
Moscow Oblast Congress of Nationalized Factory Managements in May
1918, that the reduction of the scope of workers’ control would lead to a
separation of working people from the administration, by transforming
the latter into ‘a special category of technical decision-making aristo-
cracy’.'®® The policy of VSNKh had, indeed, favoured the appointment
of technical experts at the highest posts. An informant of the British
Information Service reported on 21 January 1919 that he was surprised
to see how many members of the committees were former officers, factory
directors and so forth.!*¢

The Social Democratic Internationalists affirmed that trade unions
could have a greater role in regulation and organization of production
without being institutionalized. Other arguments against institutional-
ization were presented by Lozovskii. First, practice proved that as efforts
were made to institutionalize trade unions, workers formed other unions.
Second, the Russian trade unions were not yet ready to carry out the tasks
they were supposed to perform because of their small size and the
backwardness and disorganization of the working class. The Social
Democratic Internationalists joined the Mensheviks in denouncing the
pressures on trade unions, which derived from a too rapid pace of
nationalization. They argued that, if there were not enough people to
carry out major tasks in management, it was a mistake to get involved in
the nationalization of small-scale commerce and industry.!3’

The arguments presented by the opposition influenced the conclusions
of the Second Congress on the role of trade unions. The final resolution
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acknowledged that merging of trade union organs with the state was a
goal which could not be realized in the then existing conditions. Merging
needed preparation of the working masses for management with the help
of the trade unions.'*® The resolution affirmed a principle, but failed to
give guidelines for its realization. The absence of any indication as to
practical steps for furthering trade union involvement in administration
reveals that their defensive line prevailed over the Bolshevik stand on
institutionalization. The congress declared that workers’ control should
not interfere in the general administration of the activity of state and
collective institutions, but stressed the importance of workers’ control
taking part in hiring and firing, and in the correct application of wage
tariffs.!s®

The chief aim — how to get the collaboration of trade unions with Soviet
power and at the same time mass acquiescence in central policy — was,
however, tenaciously pursued by the leadership. It was attained by means
of a tortuous path. The congress accepted the principle of ‘production’
unions, meaning the ‘unification of all trade unions of all manual and
clerical workers of a given industrial branch independently of their
functions’ and justified this decision by the elimination of antagonisms,
thanks to the revolution, between different categories of employed labour.
This principle was used to demand the exclusion of all unions which were
based on a national, religious or any other than a productive basis, from
the All-Russian Trade Unions, which resulted, as the Mensheviks
commented, in trade unions having to accept the communist platform.'s

This discrimination made it possible to demand the trade unions’
participation in the organization of production. The congress decided
that the collegia of the directive sections and centres should be composed
essentially of representatives of trade unions by agreement between the
corresponding production unions and the All-Russian Council of Trade
Unions on the one side, and the Presidium of VSNKh on the other.!s!

Within this framework it is not surprising (nor doesit seem a syndicalist
slip or a promise for the future'®?) that the economic section of the new
Party Programme required the organizational apparatus of state industry
to be based primarily on the trade unions and that, by their participation
in industrial administration, the unionsshould finally concentrate in their
hands all the administration of the entire national economy.!®* The party
absorbed the trade unions in its programme for the transformation of
society. The unions were not considered as autonomous bearers of
legitimate interests of some social groups, but as organizations of
‘producers’ conceptually deprived of any reason for ‘antagonism’ to state
decisions. They were expected to work for common goals, in spite of the
persistence of distinctions among categories, differentiation of salaries and
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wages, and the application of labour discipline to those reluctant to
conform.'s*

The impasse in which the Soviet leaders were caught in their effort to
reorganize the economy was due to their effort to carry out a communist
revolution by non-communist means. It was the bitter legacy of an un-
prepared revolution in an unprepared country. But it was also the con-
sequence of political sectarianism which found in civil war a reflection
as well as a fertile soil. As I. Deutscher has stigmatized it, a process took
place in which the more confused the mutual relations between trade
unions, VSNKh and the Labour Commissariat were, ‘the more strongly
did the Communist Party insist on its own supreme control over all these
bodies’.'#3 By the formation of party factions inside the trade unions, the
Communist Party was able to enforce party discipline on its trade union
members. The Eighth All-Russian Conference of the RKP, held in
Moscow on 2—-4 December 1919, adopted unanimously a resolution on
party discipline which was to empty of its inner vitality and debate any
institution of which party members had succeded in gaining control. A
faction (fraktsiza) was supposed to be organized in all non-party
congresses, meetings, organizations and institutions (soviets, executive
committees, trade unions, communes, etc.) where not less than three
members of the party were operating, in order to strengthen from all sides
the party impact, to carry out its policy among non-party people and to
exert party control over the working of the above-noted institutions and
organizations. Thefactions, regardless of their importance, had to be fully
subordinated to the party. In any question on which party organs had
already taken a final decision, the faction was obliged to stick to it strictly
and with no discussion. The party committee had the power to dismiss
any member of the faction. Before discussing any question within a non-
party organization, the faction had todiscussit at a meeting of communist
members or simply within itself. At the general meetings of non-party
organizations the party members were bound to vote unanimously
according to whatever decision had been approved in the party faction.
Infringements of this rule would incur disciplinary measures.!%® Together
with rules on party discipline, an effort was made to conquer non-party
institutions by affiliation to them.

Deliberate policy brought about a rapidly increasing union member-
ship, as well as a Bolshevik presence (see Tables 3.2 and 3.3).

By the time of the Third All-Russian Congress of Trade Unions, 6—13
April 1920, political and economic power was formally concentrated in
the hands of the Bolsheviks. They and their sympathizers formed 84 per
cent of the congress (see Table 3.3). The Congress approved the theses
passed by the Ninth Congress of the Communist Party and asked the



Decision-making 123

Table 3.2. Trade union membership reported to conferences and congresses

According to According to

trade union departments and

councils (1)* branches (2)
Third Conference (June 1917) 1,120,819 1,475,429
First Congress (January 1918) 1,888,353 2,632,000
Second Congress (January 1919) 2,037,700 3,638,812
Third Congress (April 1920) 3,980,435 4,326,000

2The difference between (1) and (2) is explained by the fact that not all categories
entered the composition of Trade Union Councils.

Source: A Lozovsky, Trade Unions in Soviet Russia: Their Development and Present
Position, Collection of Russian Trade Unions’ Documents compiled by the ILP
Information Committee, 1920, p. 38

presidium of the All-Russian council of Trade Unions to operate on the
basis of these theses as unique directives.'®’” The question of the most
suitable form of management of the state enterprises, however, remained
for the most part unresolved. Should the managerial councils be elected
or appointed, or, indeed, replaced by one-man management (OMM)?
Outspoken criticism of the system of appointment by VSNKh or the oblast
sovnarkhozy revealed that in many cases it had ended up in clashes between
workers and management boards or local sovnarkhozy on the one hand and
the higher economic councils on the other.'®® This outcome had been
foreseen by the left-wing communists when the composition of manage-
ment had been discussed at the First Congress of Sovnarkhozy. At the
Second Congress of Sovnarkhozy in December 1918, the effectiveness of
collegiality as such was debated. Lenin stressed that collegiate bodies
were necessary, but he also stated that collegiate management should not
be allowed to become a hindrance to practical work. Anticipating the
future departure from the principle of collegiality, Lenin pointed out that
collective discussion was often detrimental to getting things done.'®® The
VSNKh leadership moved away from the question of collegiality to that
of appointment. If the problem was to make factory management
responsive to central directives, the system of central appointment was
preferable to the elective system. Nogin, a VSNKh leader, argued that if
factory management was supposed to fulfil the tasks assigned by the
central administration, it should be organized by the latter.!”®

Despite Lenin’s argument, the congress maintained the principle of
collegiality and stressed the personal responsibility of each collegiate
member. Composition of the factory-shop management councils was



Table 3.3. Political affiliation of trade union delegates

Mensheviks, Right-wing

Total Socialist Revolutionaries Bolsheviks and
delegates and sympathizers % sympathizers %

Third Conference (June 1917) 220 120 55.5 80 36.4
Democratic Convention

(September 1917) 117 45 38.5 70 59.8
First Trade Union Congress

(January 1919) 416 66 15.8 273 65.6
Second Trade Union Congress

(January 1919) 748 29 3.8 449 60.0
Third Trade Union Congress

(April 1920) 1129 48 4.2 949 84.0

Source: Lozovsky, pp. 30, 41. The percentages have been calculated on the basis of the absolute figures provided by Lozovsky, because the
published percentage figures did not match the absolute numbers.
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restricted to 3-5 people appointed by the group (kust) to which the
factory belonged, or immediately by its central administration if a kust of
enterprises had not yet been formed, in agreement with the corresponding
trade unions. The council membership had to be approved by the central
administration. No specification was made about the percentage of
experts in the managerial councils. The term of office was extended to one
year. The principle of appointment prevailed at every level. The
administrative boards of kusty were to consist of 5-9 people appointed by
the central administration. The board of the latter was to comprise 7-11
people, of whom not less than two were to be appointed by VSNKh, and
the remainder by the trade union members of the enterprise and their
trade union at a higher level. The board was to be subject to approval by
VSNKh.'"! The final resolution took into account the pressures to include
more unmion members in the boards of the central administrations,
increased their composition to a maximum of thirteen people and added
that these boards were to consist ‘in the majority, of trade union
raembers’.!”2 In practice, however, the percentage of unionized members
in these boards did not significantly increase.

A census taken in August 1919 on the social composition of managerial
boards, conducted in fifty glavki, showed the following percentages of
members according to their former occupations:

Table 3.4. Social composition of management boards, August 1919 (%, )

Workers and Trade Higher ad- Medium-level ‘State Other
full-time union minis- adminis- employees’
factory- officials trative trative
committee technicians technicians
members
20.2 3.1 29.6 22.6 10.5 14.0

Source: Narodnoe Khoziaistvo, 1919, nos. 7-8, pp. 46-7

The census also showed that VSNKh appointed 62 per cent of the
qualified staff, the presidents of the central administrations and the
members of their presidia.

Membership of the councils of the glavki was determined by the
appointing institutions (see Table 3.5).

The census provided indirect evidence of the reluctance of trade union
members to participate actively in management, though they did not
abstain from participating in the appointment of managers, since they
chose more than one-third of the managerial boards. Given the high
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Table 3.5. Membership of the councils of glavki by appointing institutions

(% of total)
Trade Factory Congress or
VSNKh union committee conference ~ Other Unknown
37.6 35.2 9.1 8.0 4.5 5.6

Source: Narodnoe Khoziaistvo, 1919, nos. 7-8, p. 47

percentage of technicians in the managerial boards, it could be argued
that the trade unions’ contribution to the appointment of technicians
might have been more important than their participation in the
appointment of workers, although it no doubt accounted for a substantial
part of the latter.

Preference for highly qualified people, and the lack of competent
cadres from among the working class, resulted in a very modest
representation of both the working class and the party in the highest
administrative boards. Among members of the highest councils, only
4 per cent came from a working class milieu, 12 per cent were people of
education lower than the average, and 10 per cent were members of the
Communist Party or sympathizers.!”3

A higher representation of the working class could be found in the local
sovnarkhozy, whose tasks in management were more limited. Workmen
formed 44.5 per cent of the presidia of the district (uezd and raion)
sovnarkhozy and 34.7 per cent of the provincial ones (gubsovnarkhozy), while
clerical workers were 16.4 per cent and 11.6 per cent respectively; and
technicians 14.1 per cent and 10.5 per cent respectively.!’

Political control over members of the local sovnarkhozy was, however,
significant. Fifty two per cent of gubsovnarkhoz presidium members and
43.1 per cent of uezd sovnarkhoz members were appointed by the executive
committees of the local soviets (ispolkomy), and respectively 6 per cent and
10.1 per cent by the Communist Party directly. The plenum of the local
sovnarkhozy appointed 10.2 per cent of the gubsovnarkhoz presidium and
13.5 per cent of the uezds’: trade unions and factory committees appointed
15.3 per cent and 9.4 per cent respectively. The local executive committee
(ispolkom) appointed the president in 85 per cent of gubsovnarkhozy and
65.4 per cent of uzed sovnarkhozy.'’s

Trade union participation was poor even in local administrations: 31
per cent of the representatives appointed by trade unions did not belong
to any union and 36.6 per cent belonged to the union of clerical
workers.'”® Nor did membership of the councils last long enough to
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Table 3.6. Participants in management by category at various levels, 1920

Total Workmen ¢, Specialists 9,  Clerical 9,
Workers

Presidia of

VNSKh and

Gubsovnarkhozy 187 107 57.2 22 11.8 58 31.0
Boards of chief

admini-

strations and

of glavki and

iseniry 184 48 26.0 72 39.0 64 35.0
Councils and

one-man

management

of factory or
shop 1,143 726 63.5 398 34.8 19 1.7

Total 1,614 881 58.0 492 33.0 141 9.0

Source: 8 Vserossiiskii S”ezd Sovetov Rabochikh, Krest'ianskikh, Krasnoarmeiskikh i
Kazach’ikh Deputaton. 22~9 Dekabria, Stenograficheskii otchet, 1920g, Moscow,
1921, p. 14. The figures presumably represent sampling at each level.

produce that aquaintance with administration needed to transform
workers’ control gradually into workers’ management: 20 per cent of the
members remained at their posts for no more than 1-2 months.'”’

Differences in percentage composition of the local sovnarkhozy and the
central administrations increased during the course of war communism.
'The higher concentration of specialists in the boards of the central bodies
is evidence of another aspect of centralization, i.e. the convergence at the
centre of the best human resources and the corresponding impoverish-
ment of the provinces (see Table 3.6).

Workers did consistently take part in management at the factory-shop
level, but this depended on necessity rather than on any deliberate effort
to train workers in management. By law, the members of the factory-shop
managements were personally responsible to the higher organs of
administration, not to the assembly of factory workers. Even the training
of workers in technical matters was a by-product of war. The resolution
adopted by the Second All-Russian Congress of Trade Unions noted that
the shortage of materials necessitated a reduction of hours worked and
that the crisis should be used for the introduction of obligatory courses for
the technical and cultural training of workers.!?8

Nonetheless, a new leading class had emerged, painfully, in a confused



128 Management

and non-uniform way: 58 per cent of managerial posts were occupied by
workers (see Table 3.6). Did this fact provide evidence for the strong
assertions which Lenin formulated on the morrow of the revolution, when
the redemption of the working class from the yoke of capitalism seemed to
be able to provide strength and hope for a new society?

Very often the intellectuals give excellent advice and instruction, but they prove
to be ridiculously, absurdly , shamefully, ‘unhandy’ and incapable of carrying out
this advice and instruction, of exercising practical control over the translation of
words into deeds.

In this very respect it is utterly impossible to dispense with the help and the
leading role of the practical organizers from among the ‘people’, from among the
factory workers and working peasants.!”®

The Ninth Congress of the Communist Party, held in April 1920
in the midst of enthusiasm for the Red Army victories, sanctioned
the end of the experience of the councils and promoted one-
man management (OMM) as the most suitable form of management.
The sharp debate which this aroused at the congress showed how much
and how differently the protagonists of the revolution were marked by the
bitter experience of war communism; how deeply the ideology of human
redemption was affected ; how much less heroic and more insidious would
the further developments be as compared with the bold days of the
struggle for power.

36 IDEOLOGY OF WAR COMMUNISM: ONE-MAN
MANAGEMENT VERSUS MANAGERIAL COUNCILS

The organization of the army based on a rigid military hierarchy and
strict obedience to orders brought positive achievements in the military
field. By the time the Ninth Congress of the Party was held, the Bolsheviks
were in control of the whole country and its basic resources, from the
Donets Basin and the North Caucasus to the Baltic States, from the
Ukraine to Turkestan.

In a country where disorganization and improvisation dominated at
every level and economic disruption was dangerously increasing, the
army was the only institution which could provide an organizational
model for success. It is significant that Trotskii, the organizer of the Red
Army, was the most tenacious supporter of OMM, and was the
outstanding proponent at the congress for drastic changes in industrial
management. The patient work of the Second Congress of Sovnarkhozy, in
safeguarding the principle of collegiality and in concluding a workable
agreement with the trade unions, fell to pieces under the attacks of the
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military imprint that civil war had stamped on ideology. Trotskii made
no effort to temper the arguments against the principle of managerial

councils.
Trotskii declared sternly that men are ‘lazy animals’ and that only a

militarized labour organization employing coercion and discipline could
circumvent laziness and stimulate all the energies necessary for increased
output and technical progress.!*® His severity was elicited by the
catastrophic situation in employment. In 1920 there were 687, 864 more
vacancies than the number of people registered as able to work. The
labour shortage, which concerned both skilled and unskilled labour,'®!
accentuated the problem of raising labour productivity. Trotskii added
that an elected council, composed of the best workers but lacking in
technical competence, could not replace one single technician who,
thanks to his training, knew how to do the job and should be left free to do
it. Technicians, engineers and educated people as a whole, Trotskii said,
were national capital which Soviet power had to exploit like any other
means of production.’®2 Trotskii did not single out new elements justifying
this approach to management. He preferred to stress the continuity of his
thought on this subject and recalled that in March 1918, when the
Moscow city conference was held and there was no war, he had
formulated identical arguments on the need to utilize qualified labour.

At that time, Lenin had shared Trotskii’s views, as was recalled at the
congress.'®® However, in 1918 the need to strengthen the support of
industrial workers around the Bolshevik Party, and simultaneously to
reinforce labour discipline, had led to the strategy of making the trade
unions function as a buffer between party and workers, rather than
implementing OMM — which would probably have provoked hostile
reactions on the part of workers’ organizations and would certainly have
jeopardized the programme of institutionalizing the trade unions. In
1918 OMM sounded more like a threat to workers’ organizations than a
principle of industrial organization in the young republic of the ‘councils’.
At the Ninth Party Congress Smirnov attacked Lenin’s arguments on
OMM as doctrinal, since they had not been applied for two years and
nobody had minded.!®* Tomskii recalled that the question of OMM had
been confronted two years earlier, but Lenin himself had hesitated two
and a half months before opting for one or the other alternative on
management.'8’

In 1920 victory over the White Armies and suppression of the internal
political opposition made the Bolshevik Party the unquestionable leader
of economic reorganization, and enabled it to enforce labour discipline
and control which in 1918 did not have a strong political context.

At the Ninth Party Congress Trotskii drastically asserted that experts
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ought not to be subordinated to councils knowing nothing in their field,
and ridiculed participation in management as a school of management.
‘The one who wants to learn’, he said, ‘goes to school, the one who ought
to manage does the managing.’'® In fact, Trotskii’s assertion meant the
disavowal of two years’ experience in industrial management and, more
than that, the negation of workers’ natural capacity for organization, on
which most of Lenin’s hopes in the potential of workers’ control had been
based in 1917 and 1918.

Trotskii’s attacks were mostly directed against the VSNKh leadership,
whom he accused of inefficiency in industrial organization and of
hypocrisy on the principles of management. He recalled that Rykov, the
head of VSNKh, who had been in charge of the agency for supply to the
army, Chusosnabarm, had been compelled to resort to OMM after the
military defeats due to lack of munitions, though he was now claiming the
merits of collegiate direction.'®’

Actually, VSNKh’s leaders, Miliutin and Rykov, supported the
collegiality principle as an expediency. Miliutin cited a number of cases
where collegiality already existed in 1916 and was maintained, since it
provided a suitable division of functions. Rykov stressed that specialists
themselves demanded continuation of collegiality when it was impossible
for one man to be in charge of labour supply, internal regulations, supply
of materials and provisions.'® Two months before the Ninth Congress,
Lenin had declared that the question of collegiality had to be dealt with
not in an abstract way, but empirically. ‘Collegiality, as a basic type of
management’, he said, ‘is something rudimentary, necessary to the first
stage, when one begins to build. The example of the army shows that
OMM does work. Collegiality, at the best, represents an enormous waste
of energies and does not satisfy rapidity and responsibility of work.’!8?
This curious rationalization of the Soviet experience, which Lenin
elaborated at the Third Congress of Sovnarkhozy in January 1920, was
employed both by Rykov and by Bukharin at the Party Congress, but in
opposite claims. Rykov tried to convince the Party Congress that only
when the differences between workers and specialists were levelled out
and questions of supply, labour and wage tariffs became easier, would the
alternative of OMM become realizable.!®® Bukharin, on the contrary,
urged the adoption of OMM as a solution for economizing labour and the
introduction of criteria of competence instead of criteria based on social
origin.'?!

The attachment of VSNK to collegiality was not due to the appeal
exerted on the economists by democratic principles, but to the need for
coordination between the centre and the periphery, which the com-
position of the councils could to some extent provide. The VSNKh leaders
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agreed that the number of council members ought to be reduced to a
minimum, but collegiality was deemed necessary in so far as it made
possible representation of the provinces at the highest economic levels.
That is to say, collegiality was interpreted as a way to make up for
workers’ incomprehension of national economic necessities and to
develop local economic initiative.'? In other words, for VSNKh,
collegiality was the most suitable form of management to make palatable
the model of economic centralization. OMM would have been dangerous
for political and economic reasons. On the one hand, it meant sub-
ordination of workers to technicians, who inm most cases were former
managers or owners. On the other hand, it was the ground either for
workers’ apathy or for labour conflicts. Moreover, in cases where one
enterprise was subdivided into several factories or plants, OMM was
likely to hinder local initiative, which in a situation of breakdown of
transport and fuel scarcity was the only way to ensure a minimum of local
activity.'*® According to this approach, the real alternative was to enforce
the personal responsibility of each member of the managerial council.!**
This late insistence on enforcement of personal responsibility, which had
already been approved by the Second Congress of Sovnarkhozy at the end
of 1918, suggests that the resolution of that congress had not brought
about effective changes in this field.

For the economic experts, the problem was to have the right people in
the right posts: technicians should be appointed to technical posts and
managerial decisions taken by councils of workers of the production
branch to which the factory belonged.'®*

Thus, the whole defence of collegiality rested on the assumption that
crucial decisions had to be taken at the centre and their implementation
carried out below and locally, in such a way as to smooth over the sharp
effects of centralization which could entail difficulties in labour relations.
Collegiality made possible a system of personal ties and facilitated the
several functions falling on management, such as food and raw materials
procurement, which should have been granted by the central system of
supply, but, in fact, were carried out by all kinds of expedients at the local
level, owing to the inefficiency of the centralized system of distribution.

That VSNKh leaders were not eager to extend the scope of democratic
management was clear to some of its critics. A member of the party
imputed VSNKh’s position on collegiality to its need for trade union
support of ‘any kind of bureaucratic aspirations’.!® For VSNKh,
collegiality was a surrogate for a workable system of interrelations in the
domain of supply and labour rewards. It was hard, however, to defend
collegiality on these grounds. Indeed, the councils refused to assume the
whole responsibility for the direction of the enterprise without being
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protected by joint responsibility of the council members and by consensus
of the factory workers. Thus, any initiatives carrying some personal
responsibility were submitted to a factory meeting.!” For analogous
reasons specialists rejected OMM.!% Unlike the VSNKh experts,
Tomskii, the official spokesman of the trade unions, defended the
principle of collegiality rather than its practice. Tomskii recalled that for
two and a half years all the leaders, from Lenin to Bukharin, had been
saying that workers should take part in the business of production, and
that they ought to carry on management through their elected repre-
sentatives. For the trade unions, the real problem to be handled was
finding a way by which workers could do the managing. Tomskii affirmed
that OMM should be rejected as a principle, though not necessarily as an
isolated form of practice, and recalled that trade unions did not oppose
some applications of OMM and that 51 per cent of the Petrograd factories
were run in this way. But he added that the outcome was not always good,
as in the cases of the railways and the Moscow Coal Basin. Tomskii
rejected Bukharin’s arguments for OMM by saying that, since the
average number of council members attending was only three, one could
not allege a waste of technical forces.!**

The supporters of OMM presented the question under its technical
aspects, but the core of their concern was to find out methods of direction
which would enforce labour discipline on a working class composed
mainly of former peasants. Trotskii maintained that the core of the
problem was to compel workers to follow an organized plan, which they
would not do if left free to choose.2% If putin these terms, the discussion on
management could not but involve principles and values. The revolution
and the chaos which followed had liberated forces, aspirations and
tensions which the new political philosophy of power was unable to
control on the basis of the principles which it professed. When Tomskii
affirmed that trade unions were against OMM as they had been before,
under the Tsarist regime,?®! he expressed the hostility of workers to being
reintegrated into an authoritarian economic organization which, under
whatever banner, would mean a restoration of oppressive controls over
labour and the adoption of heavy disciplinary measures. On the other
hand, the trade unions were not ready to accept the consequence of the
collegial system of management, as put forward by VSNK, that is to say,
the institutionalization of workers’ organizations. The experience of war
communism offered additional arguments against it. Tomskii, who one
year before had supported the thesis of the merging of trade union bodies
with state labour agencies, had been reconsidering since then. At the
Party Congress in March 1920 he bitterly opposed those who still argued
for institutionalization of trade unions. Polemically he asked his comrades
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to explain what institutionalization would mean if, together with it, the
People’s Commissariat of Labour were to remain in charge.?®? The
practice of OMM in the military factories and its rationalization as a
‘Soviet (sic!) principle were bound to raise the suspicion of trade
unionists, whether of Bolshevik outlook or not, as to the real content of
‘statization’ of trade unions and its implications for labour.

The left-wing communists joined the trade unionists against OMM.
Awareness that OMM was more than a technical device, and that crucial
values were at stake, inspired most of their arguments against Trotskii’s
report. Osinskii stressed that Trotskii’s project was but a ‘blind copy’ of
military organization, while the principles of the ‘soviets’ had to be
defended assuch. Recalling his own experience at the head of the People’s
Commissariat for Food Procurement (Narkomprod), Osinskii maintained
that a three-member council could work and that collegiality could be a
necessary step towards broader mass participation in economic adminis-
tration. He pointed out that technical and administrative councils existed
also in the most advanced capitalist systems.2°® The left-wing communists
feared that, once the principle of managerial councils was dropped, it
would entail the collapse of the whole Soviet structure in the political
domain t00.2** Why, argued Sapronov, a left-wing member of the party,
if OMM was found to be good in factories, should it not work in the
executive committees at the level of the uezd, province and central civil
administration? What an odd meaning, he concluded, the dictatorship of
the proletariat would acquire in that case!

Each group, for its own purposes, refused to assume responsibility for
presenting workable alternatives to the current system of management,
whose deficiencies were known to everybody. Thus, it fell upon senior
leadership to propose and enforce an unpolitical line. Lenin and Trotskii
had not hesitated to stress the consistency over time of their views on
OMM since early 1918. Lenin had never made a point of councils as a
method or goal, though he had let his focus upon workers’ control be
interpreted as support for managerial councils composed of workers. It
was not hard, therefore, for Lenin to reject the ambiguity which he had
allowed to continue on this point, when he considered it to be no longer
politically necessary. Trotskii did not need such arguments. The prestige
that the Red Army had acquired under his direction was a powerful
argument in itself.

However, rather than stress the defence of a principle, the congress
decided to shift the emphasis to the need for reliable experts at the head of
economic institutions. This solution had already been prepared by the
All-Russian Central Executive Committee, to which Trotskii’s proposal
on OMM had been submitted before being presented for discussion at the
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Party Congress. The CEC mitigated the sharpest aspects of the draft.2®
Trotskii’s original formulation : ‘Congress considers it necessary to apply
the principle of OMM at every link-point (zzeno) of industrial manage-
ment’ 2% was modified in order to make it less rigid. The resolution as
adopted stated that management ought to be ‘competent, firm, en-
ergetic’, from which the adoption of OMM was deduced. After the
assertion that full and unconditional OMM should be adopted in shops
and departments of factories, the resolution envisaged steps toward
enactment of this rule at factory and higher levels up to the very highest.
Various ‘combinations’ were proposed, ‘keeping in mind that an
unquestionable type of management had not yet been elaborated’. First,
a ‘director-administrator’ from the ‘real workers’, of strong will and able
to ensure the assistance of technical specialists, including an engineer as
his assistant on the technical side ; second, a technical specialist in charge,
with a commissar from the ‘real workers’, having wide powers and
overseeing everything; third, one or two ‘real workers’ as assistants to a
specialist director, with powers to go into every aspect of management but
without the right to stop an order by the director. There was a fourth
possibility, which seemed a concession to the opposition. In cases of small
and strictly cohesive councils, whose members were complementary and
had already manifested their capacity to work together, the councils
could be retained — by enhancing the rights of the chairman and
increasing his responsibility for the council as a whole. The resolution
invited the sosnarkhozy at all levels to reduce the numbers on their boards
to a minimum and to enforce the personal responsibility of each member
for his own work.2%7 Each of the first three options had in common special
authority for the ‘real worker’. The Russian term rabochii—professionalist is
unusual, and appears to indicate — together with qualities of character
listed, such as ability to control and enforce — the ‘new man’ of the time,
whether himself the director or supervising the director. The term was
intended to denote a ‘professional member of the working class’ in some
new sense which the context made clear enough.

Further publication of archive materials and additional evidence as to
the composition of management would be needed to assess the actual
importance of managerial councils at each level of economic organization
and to reach a clearer appreciation of the issues really at stake when the
leadership opted for OMM. Given the paucity of managerial cadres,
which favoured the segmentation of management into several specific
tasks (the reason adduced by VSNKh for continuing with collegiality),
and the understandable reluctance of potential managers to assume full
responsibility for management at a time when any deficiency could mean
accusation of sabotage, it is reasonable to suppose that managerial
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councils were of some importance, though not necessarily very important
in the crucial branches of the economy. Tomskii said that 49 per cent of
Petrograd industry was collegially managed, but Kritsman reported that
only 14 per cent of the central administrations were under collegial
management.2’® Trotskii’s resolution, therefore, was to have an actual
impact on the future economic organization. There is certainly room for
further studies on the changes involved.

The crucial change, however, the change which anticipated future
developments, concerned not so much the number of people taking part
in management as their qualifications. Though not explicitly, but clearly
enough, the resolution demanded, in fact, that the choice of people for
commanding posts would be based thereafter on their party affiliation.

3.7 OMM AND THE TRADE UNIONS IN THE NEW
PHILOSOPHY OF POWER

The All-Russian Congress of Trade Unions, held in Moscow immediately
after the Ninth Party Congress, was dominated by party-member
delegates. The delegates with voting rights included 940 members of the
party and sympathizers, 45> Mensheviks, 191 members of no party and 50
representatives of various parties.?®® Congress accepted the theses of the
Ninth Party Congress and invited the Presidium of the Council of Trade
Unions to adhere to them as the sole directives for its work.2!® The trade
unions were asked to collaborate with VSNKh in preparing access of the
most capable workers to management by the instruction and training of
such workers, and their promotion — first to assistant management and
then to management in small enterprises. The unions were invited to
convince workers of the needs of production, to inform them about the
role of the enterprise in the overall framework of the socialist economy,
and to hold regular meetings to let them know past performance and
forthcoming plans.2!! After the statement of principle that trade unions
ought to participate not only in management but in the direction of
economic life as a whole, the resolution listed trade unions” prerogativesin
this field which, in effect, firmly circumscribed their scope for decision-
making. Trade unions were allowed to have initiative for making
proposals pertaining to economic policy, but were bound to observe the
directives already taken by the party. More specifically, unions were to
take part in all questions pertaining to labour conscription, in joint
sessions with other economic organs, in order to elaborate the plan of
transition from collegiality to OMM. A further point was that trade
union bodies from the lower to the higher levels should take part in the
organization of production, but should not interfere in the functioning of
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enterprises and in instructions of an administrative or economic charac-
ter. Even the right of appointment of candidates to management in
agreement with economic organs was circumscribed by the prescription
that appointment should be proposed on the basis of ‘practical ex-
perience, technical competence, firmness, organizational capacity and
ability to get things done’.2'? In this way the umbilical cord that had been
created between the party and the trade unions through the institution of
the party cells?'®* was reinforced at the very moment when the trade
unions were firmly relegated to a subordinate role. Separation of
functions provided the criteria for relations between organs. The local
sovnarkhozy were asked not to interfere in the unions’ activities. The unions
had to reject any introduction of ‘harmful parallelism in management
and appropriation of functions outside their competence with regard to
organs of management and the immediate regulation of industry’.2'4

Lozovskii’s resolution on organizational work made it clear that trade
unions ought to refuse parallelism also at the level of the central
administrations and the factory units.?!®

After the adoption of OMM, the Bolshevik trade unionists retreated
from the principle of institutionalization of trade unions, an aim which
the Second Congress of Trade Unions had affirmed but postponed until
the working class was ready for management. The trade unionists
reaffirmed the importance of the specific function of workers’ organi-
zations within the traditional domain of their competence — the defence
of labour interests. But little scope remained possible for independent
trade unionism. When Lozovskii, one of the foremost spokesmen for trade
union autonomy, claimed that the competence of trade unions and the
Labour Commissariat lay in the improvement of welfare, he had to add
labour discipline and productivity as equally valid aims.?!¢

Statutory rules for factory committees were approved by the Third
Congress of Trade Unions, which finally subordinated such organs to the
unions. The first steps in this direction had already been taken by the
First Congress, which decided the subordinate control commissions to the
higher trade union organs. But, as already mentioned,*'? the application
of these rules failed.

The final ruling on factory committees drastically reduced their
functions. The resolution of the Third Congress stated that factory
committees, acting as primary union organs, had no right to interfere
with management and, being organs of the unions, their task was to
implement union decisions concerning labour conditions and welfare.
Their tasks were limited to:

(1) improving labour discipline and labour productivity by all means
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contemplated in the union’s regulations (propaganda for pro-
duction, disciplinary courts, agitation, etc.). A ‘culture and pro-
duction’ commission was envisaged to perform these tasks;

(2) settlement of conflicts with management, by taking initial decisions
and passing on such information to higher union organs for final
settlement ;

(3) checking the activity of the wage tariff commission, with right of
appeal against its decisions to higher union organs;

(4) inviting the mass of workers to participate in management, by
providing periodic comments on management, outside working
hours;

(5) selecting from among the workers specially capable people for
specific tasks, in agreement with management.?'®

The capitulation of the trade unions to the party was attacked only by
the Mensheviks. Their resolution, which got only thirty-three votes and
was not included in the stenographic record of the congress, affirmed that
the current economic policy of Soviet power, totally based on the tackling
of economic tasks by coercion and bureaucratic and militaristic measures,
was impairing the proletariat in large industry, thus making necessary the
existence of strong and independent trade unions. The Mensheviks
denounced the policy of ‘statization’ of the past two years, obligatory
trade union membership, financial dependence of the unions on the state,
and their executive functions tied to the plans of higher state organs, as
causes of the transformation of trade unions into bureaucratic bodies. The
Mensheviks warned that the programme of militarization of labour,
which involved low productivity of compulsory labour and thus wasted
energies and resources, deprived workers of any means of defending their
interests, and eliminated trade unions from participation in
management.?'?

These criticisms remained unheard. Bolshevik control over trade
unions was reinforced by mechanical, obligatory membership in the
unions, which was a characteristic of the war communist period,??
though no trade union congress passed any resolution in this sense.

The resolution of the Fifth Conference of Trade Unions held in
Moscow on 2—7 November, 1920, shows the extent to which trade unions
accepted the function of ‘transmission belts’ for political orders. The
conference, composed of 261 delegates, of whom 252 were party
members, invited trade unions to teach their members to single out, in
each department, shop and factory, deficiencies in the utilization of
labour arising from incorrect use of equipment and unsatisfactory
administrative work. Though trade unions were deprived of any specific
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power in decision-making, they were to find methods to combat red tape
and poor organization. Not only premia, but also wages, should be
strictly dependent on the degree of fulfilment of the production plan.
Payment in kind, to which initially workers had resorted in order to
protect wages affected heavily by inflation, was to become gradually ‘a
system of supplying workers depending on the level of labour
productivity’.22!

However, neither the programmes of the Third Congress of Trade
Unions, nor the resolution adopted by the November Conference of
Trade Unions, were implemented. Hostilities against Poland, and
Wrangel, added new delays to the programme of economic recon-
struction. But, as Rudzutak noted at the conference, another obstacle was
‘internal weaknesses’.222 On the other hand the resolution of the Moscow
Conference, which had been inspired by the conclusions of the Third
Congress, had not time to be implemented before steps towards the new
economic policy were taken.??3

At the Tenth Party Congress of March 1921, which anticipated a
moderate liberalization of the economy, the main attacks on the
communist policy on trade unions came from the ‘workers’ opposition’, a
group formed inside the party and finding some support in major
industrial regions like Moscow and the Donets Basin, but having only a
small representation at the congress.??* The ‘workers’ opposition’ de-
manded transfer of the entire economic administration to the trade
unions, appealing to point 5 of the 1919 Party Programme; and they also
demanded a larger role for the factory committees in production.??® The
‘workers’ opposition’ proposed that the appointment of candidates
presented by trade unions to economic posts be binding on the economic
authorities, and that the highest organs of economic administration be
formed through elections at local, regional and national level. At the
factory level, the factory committees should be in charge of manage-
ment.?2® A motion proposed by Trotskii and Bukharin urged, instead, the
complete ‘statization’ of trade unions,??” without giving details. The focus
was on the initial steps to be taken in this direction, i.e. gradual merging of
VSNKh with the Presidium of the Central Council of Trade Unions, by
the joint appointment to both organs of one-third to one-half of their
respective members. Analogous measures were proposed for the lower
levels of both organizations. Trade unions, however, were to remain in
charge of wage regulations and labour conditions and were to operate as
an arbitration body responsible to the government in the settlement of
conflicts between management and workers.?2®

Lenin took an intermediate position. Against ‘statization’ he affirmed
the need for trade unions as a ‘link’ between the vanguard and the masses,
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and as a ‘reservoir’ of state power. From the end of 1920, Lenin envisaged
the dictatorship of the proletariat as an inflexible hierarchy since ‘it
cannot work without a number of “transmission belts” running from the
vanguard to the mass of the advanced class, and from the latter to the
mass of working people’, i.e. the mass of peasants.?*®

Against the theses of the ‘workers’ opposition’, Lenin said that Marxists
had been combating syndicalism all over the world, that trade unions
were schools of communism and administration, but that workers in
touch with peasants were liable to fall for non-proletarian slogans. If
trade unions were allowed to appoint and administer, added Lenin, ‘it
may sound very democratic and might help us to catch a few votes, but
not for long. It will be fatal for the dictatorship of the proletariat.’?%°

At the Tenth Congress of the Party, Lenin got rid of Shliapnikov’s
proposal for an All-Russian Congress of Producers, by rejecting its
principles and the social analysis on which it was based as non-
communist. The ‘workers’ opposition ‘maintained that the theoretical
matrix of its theses could be found in Engels’ Origin of the Family, Private
Property and the State.*®' Lenin replied:

Engels speaks of a communist society which will have no classes, and will consist
only of producers. Do we have classes? Yes, we do. Do we have class struggle? Yes,
and a most furious one ! To come in the midst of this furious class struggle and talk
about an ‘All-Russian Congress of Producers’ — isn’t that a syndicalist deviation,
which must be emphatically and irrevocably condemned??3?

What Lenin was above all concerned about was the predominance of
party rule. The difference between Trotskii’s and Lenin’s positions was
one of precept, not practice.?3® The party leadership was not at all willing
to let trade unions conduct autonomous policies, as the demotion of
Tomskii from his post in the Central Committee of Trade Unions
manifested. The institution of party cells within the unions did the job.
The overwhelming number of Bolshevik members in the trade unions,
and the party discipline to which they were bound, were already a
powerful means of directing the penetration of the party’s will into labour
organizations.?** This was done all the time, according to Shliapnikov,
who warned the congress that the factory-shop committees were
becoming non-party organs because of this method.?®> Shliapnikov,
however, criticized the method used to subject trade unions to party
decisions, because such decisions meant the annihilation of workers’
rights.?®¢ In fact, nobody within the party was against the view that trade
unions ought to be schools of communism. Divergences concerned the
implementation of this view. The ‘workers’ opposition’, which included
several members of the Metal Mining and Textile Unions, and some
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managers of heavy industry,?®” maintained that trade unions should be
concerned with the factory or institution where their members worked
and should concentrate on promoting the consciousness of producers
within the production process itself. The ‘workers’ opposition’ explained
what it meant by ‘school of communism’:

Promoting in the process of production and in its development the formation of a
free producer, the Union must organize the work in such a way as to transform the
worker from an appendix of a dead economic machine into a conscious creator of
communism, on the basis of an efficient economic division of labour.2’®

These principles were quite ignored by Trotskii’s and Bukharin’s
versions of the role of trade unions in a communist society. They affirmed
the necessity of an organic incorporation of trade unions into the state
administration of the ‘workers’ state’, owing to the needs of a planned
economy, where the concept of freedom of labour was to be reshaped as a
function of overall proletarian tasks, i.e. of the general interests. Bukharin
affirmed :

Since these tasks (i.e. universal proletarian tasks) must be mastered at any price, it
is understandable that, from the point of view of the proletariat, in the very name
of actual effective and not fictitious freedom of the working class, an abolition of
the so-called ‘freedom to work’ is required. For the latter no longer agrees with the
regularly organized ‘planned economy’ and a corresponding division of labour
powers. Consequently, the regime of compulsory labour and state distribution of
labour in the dictatorship of the proletariat expresses a relatively high degree of
organization of the entire apparatus and the stability of proletarian power on the
whole.?%?

Bukharin’s Ekonomika provided the theoretical framework for the
Trotskii—Bukharin motion at the Tenth Congress of the Party:

The unions ought in every way to encourage and train a new type of professional,
energetic, creative producer, looking at economic life not from the viewpoint of
distribution and consumption, but from the viewpoint of the rate of output, not
through the eyes of a petitioner and a negotiator with the Soviet Power, but
through the eyes of a master.2*°

Although basically agreeing with Bukharin’s view on control over
labour, Lenin continued to adhere to his realistic philosophy of power,
which was absent in the idealistic programme of the ‘workers’ opposition’
as well asin the rigid and too abstract approach of Trotskii and Bukharin.
At the Tenth Party Congress Zinoviev, who joined Lenin’s attempt to
compromise on the trade union question, expressed the fear that the All-
Russian Congress of Producers proposed by the ‘workers’ opposition’
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would be dominated by members of no party, Socialist-Revolutionaries
and Mensheviks.**! The preoccupation with strict control by the party
over the unions was embodied in the resolution adopted by the congress
on this subject:

The Communist Party unconditionally leads the whole ideological aspect of the
trade unions’ work through its central and local organs. .. Appointment of the
leading staff of the trade union movement is to be done under the control of the
Party.?#2

Lenin’s and Zinoviev’s motion explained what the trade unions were then
supposed to do, in order to help the state in the realization of a socialist
society :

The trade unions, as a school of communism, should attend to all sides of the
everyday life of the working masses, gradually introducing large strata of working
people into matters of state construction, always illuminating the way by the ideas
of our programme, leading them from the individual to the collective [attitude],
gradually lifting them from non-party positions to communism.24?

Lenin’s theory of trade unions as transmission belts of the party was
reinforced by the adoption of the New Economic Policy, the alternative to
war communism promoted by him and approved by the Tenth Congress
of the Party. The moderate liberalization of the economy, OMM based
on former bourgeois specialists and technicians, the desire for a rapid pace
of economic reconstruction after the failure of expectations for a
European revolution, were all reasons for political control over the basic
institutions. Once this form of control had been imposed, institutional-
ization of the trade unions became unnecessary. Lenin did not hesitate to
borrow from Maiskii the arguments against ‘statization’ which the
Menshevik representative had expressed at the Fourth Conference of
Trade Unions in 1918.2#* He agreed that defence of industrial and labour
interests was not necessarily pursued by a state which was not only
proletarian, but which also promoted the peasants’ interests. Lenin also
agreed on the danger of bureaucratization of the trade unions if they
became state organs.?*> But these arguments were not employed to
support even a limited autonomy of the trade unions. By the time of NEP
the influence of the party on all elements of the administrative apparatus
was strong enough to provide the political cohesion that the leadership
considered necessary for its policy. The economy of war had already
mortally wounded the councils (soviets) which alone could have
nourished alternative programmes. By 1920, 86 per cent of the 2,051
enterprises of the first group, i.e. the centrally administered enterprises,
were under OMM 2#6
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Presenting the plan of electrification, Lenin, with his usual directness,
announced at the end of 1920 the transition to a new phase of the short-
lived republic of the councils:

This is the beginning of an epoch where there will be less and less politics and one
will talk about politics less often and less long, and where engineers and
agronomists will have more to say.2*’

Less emphatically, but with his flair for foreseeing future developments,
Trotskii anticipated that ‘the road to socialism lies through a period of the
highest possible intensification of the principle of the state’.?+®

3.8 SUMMARY

Lack of Bolshevik managerial cadres and a number of factory committees
operating at various levels of managerial activity were an uncomfortable
legacy to the Bolshevik Government. They represented throughout war
communism a constraint on any option in organization which compelled
the leadership to cope with the problem of management from a political
rather than a technical point of view. In this field legislation is but a poor
guide for the understanding of what occurred in practice, while the
debates within party and trade union congresses provided better
indications for both the issues and the gap between principles and
practice. The integration of the existing factory committees into the new
economic organization was not an easy task. The understanding of what
workers’ control should mean was by no means univocal among the
Bolsheviks themselves. Lenin was interested in their political role, though
finding them unsuitable for management; some Bolsheviks at the factory
level insisted on the essential and managerial role of factory committees;
the top administrators, while glad to share their responsibilities with
politically accepted labour representatives, tried to confine them to the
ex post supervision of business, a role accepted by the trade unions
themselves, reluctant to engage directly in management as long as wage
labour remained.

Three decrees on management were issued between 1918 and 1920. All
envisaged forms of management open to a certain degree to workers’
participation. However, they also show that collegial management was
kept as a second best among alternatives to one-man management, since
sharing managerial responsibilities among people of low competence
alleviated the burden of full management while allowing for a certain
degree of political control.

In most factories working for military needs one-man management was
adopted. The institution of political commissars helped the leadership to
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maintain its control over industry. This system proved to be more
effective than any form of collective management. When, at the end of
civil war, the organization of a ‘peace economy’ was debated the
arguments in favour of one-man management were strengthened by
experience. Although the time was not yet ripe for the abolition of
managerial councils as such, the strength acquired by the Bolsheviks
permitted a reconsideration of the question of management on firm
political terms, preparing the way for the future selection of managers out
of party ranks. While leaving some room for collective management, the
last regulations on this matter approved in 1920 made obligatory, in
practice, the inclusion of a party member in any managerial option.
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4

Money and value

4.1 MONEY, BANKS AND FINANCIAL POLICY

Nationalization of the banking system proceeded much faster than that
of industry and commerce. It was a firm point in the Bolshevik
programme and a justifiable outcome of the ideology of socialism.

The growing importance of banks in Western industrial society was a
theme that socialist literature had seized upon before the development of
Marxism. In the early nineteenth century Saint-Simon already under-
stood that banks were able to influence economic life. Through advanc-
ing capital to industry, banks had a direct influence on the volume of
investment.! The Saint-Simonians developed this idea. They proposed
the creation of a single central bank controlled by big industries and
divided up into separate branches, in order to channel capital to the most
efficient uses.? The technocratic approach of the Saint-Simonians to
investment control may have exerted some influence on Lenin’s approach
to this question. Lenin decided to end his essay on imperialism by a
critical reference to Saint-Simon’s ingenuity.®

The unfortunate history of the French Republic further justified belief
in the necessity of central control over banking. Centralization of credit
in the hands of the state through a national bank was considered by the
Communist Manifesto of 1848 to be the initial step towards centralization
of all the means of production under state power.* Marx claimed that the
French Bank had a crucial role in discrediting the republic when credit
operations were suspended, and he suggested that the French
Government should not have hindered financial bankruptcy. If the state,
argued Marx, had refused financial support when people rushed to the
banks, the financial aristocracy would have been swept away and the
bourgeoisie would have understood the necessity of state control over
banking policy.®

In 1910 the penetrating analysis of Hilferding added substantial new
arguments for state control over business. Hilferding foresaw that the
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socializing function of finance capital would make it easier to overcome
capitalism. After examining the whole encompassing role of finance capital
in the economy, Hilferding concluded that the state would only have to
take over finance capital in order to get control over the economy. To
emphasize his conclusion, he pointed out that the expropriation of the six
largest Berlin banks would be equivalent to state control over the most
important branches of industry.®

Hilferding’s approach to finance capitalism was very well known to the
Russian Marxists. Bukharin made several references to it in his Imperialism
and World Economy. This ‘merging of banking capital with industry’,”
a notion by which Bukharin epitomized the core of Hilferding’s analysis,
was praised by Lenin and incorporated in the revision of the Party
Programme in April 1917.%2 The national economy, argued Bukharin, was
being transformed into a single combined enterprise by the processes of
concentration and vertical centralization of production which accom-
panied the transformation of capital into finance capital, and this was ‘the
prerequisite for organized production on a higher non-capitalist level’.
Banking acted as an organizer of industry. The greater the concentration
of industry and banking, the stronger the organization of national
production would be.?

Lenin’s approach to finance capitalism was close to Bukharin’s. In his
essay on imperialism, Lenin did not hesitate to point out that the crucial
aspect of the transformation of capitalism was the transition from the rule
of capital as such to the rule of finance capital. From simple dealers in
capital, banks had become powerful monopolists. Concentration of
capital and centralization of banking policy were considered as evidence
of a new phase of capitalism. Lenin added special emphasis on the power
of banks over industry. Banks had precise information about specific
businesses, which allowed them total freedom to choose individual
recipients of credit, thus permitting the use of credit policy in such a way
as to influence industrial profitability.'?

The polemical arguments which Lenin used against the Provisional
Government at the end of May 1917 show that his analysis was not
confined to the realm of speculation. In a Pravda article on “The
Inevitable Catastrophe and Extravagant Promises’, Lenin challenged the
government to issue a one-stroke decree instructing ‘councils and
congresses of bank employees, both of individual banks and on a national
scale, to work out immediately practical measures for amalgamating
all banks and banking houses into a single State Bank, and exercising
precise control over all banking operations, the results of such control
being published forthwith’.!' In ‘The Tasks of the Proletariat in Our
Revolution’, written on behalf of the Bolshevik faction in April 1917,
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Lenin demanded the ‘nationalization of all banks, or at least the
immediate establishment of the control of the Soviets of Workers’
Deputies over them’.'?

The Social Democratic Party, which had voted for ‘state control over
all banks and their amalgamation into a single bank’ at the Seventh
(April 1917) All-Russian Conference,'? modified this request in favour of
‘nationalization and centralization of banking operations’ at the Sixth
Party Congress (July—August 1917).'

Convinced of the inefficacy of the Provisional Government’s policy of
economic control, Lenin added new arguments for nationalization of the
banks on the eve of the October Revolution. In ‘The Impending
Catastrophe and How to Combat It’, he wrote:

It is utterly absurd to control and regulate deliveries of grain, or the production
and distribution of goods generally, without controlling and regulating bank
operations. . . Banks nowadays are so closely and intimately bound up with trade
(in grain and everything else) and with industry, that without ‘laying hands’ on
the banks nothing of any value, nothing ‘revolutionary—democratic’ can be
accomplished.'®

By an implicit reference to the power of information in the operation of
the modern banking system, outlined in his essay on imperialism, Lenin
affirmed that the meaning of nationalization was that:

the state put itself in a position to know where and how, whence and when,
millions and billions of rubles flow... Only control over banking operations,
provided they were concentrated in a single state bank, would make it possible,
if certain other easily-practicable measures were adopted, to organize the
effective collection of income tax in such a way as to really prevent the
concealment of property and incomes. . .'s

Lenin was optimistic about the technical feasibility of state control over
finance capital. Two or three weeks were considered to be sufficient to
carry out the unification of accountancy, which, according to Lenin, had
already been prepared by the diffusion of bills, shares, bonds, and so on.
Moderate optimism was also shown regarding the political feasibility of
the nationalization of banks. Lenin argued that this measure would not
hinder private ownership of capital, since savings would continue to
belong to their owners as before. Moreover, part of the middle class,
peasantry and small industrialists would benefit by the distribution of
credit agencies over the country and by easy credit terms.!”

When optimism failed to be supported by economic arguments, Lenin
devised compulsory measures. Confiscation of property and imprison-
ment should be the fate of bank employees reluctant to collaborate with
government policy.'®
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Lenin’s assertion of the need for bank nationalization may be
considered as valid evidence of the Bolshevik projects in this field, in spite
of the peculiar events which prompted the schedules of nationalization.

The particular importance that the Bolsheviks attached to state control
over banking depended not only on the development of Marxist analysis
with regard to advanced capitalism, but had specific origins in the
Russian situation, though Russian capitalism could not be called mature
capitalism. Foreign investments accounted for a great deal of the Russian
take-off. Though the highest quotas of foreign finance capital belonged to
France and Britain — the allies of Russia in the First World War — the
Bolsheviks could not ignore the fact that the implementation of a new
social and economic policy, less respectful of foreign interests, would
provoke financial retaliation. State control over banking was one of the
means of reducing the impact of the reduction in foreign investment and
could be justified by the considerable development of the Russian
banking system.

On the eve of the First World War, the concentration of the banking
system was no less evident in Russia than in more developed countries.
Twelve of the fifty joint-stock banks held 80 per cent of the total banking
capital. The share of foreign capital was conspicuous in the five most
important banks with head offices in Petersburg. Sixty per cent of the
stock of the Russian Asiatic Bank, which represented more than 17 per
cent of the total assets of the joint-stock banks, were in the hands of French
capitalists. One-third of the capital of the International Bank of
Commerce, representing 10 per cent of the total assets of the joint-stock
banks, belonged to German capitalists. The Russian Bank of Foreign
Commerce, which controlled 30 per cent of the sugar industry and 20 per
cent of the Urals metallurgical companies, was under the control of
British capitalists. The Siberian Bank of Commerce, financing mines and
industries of the East, was tied to French and British capital and
participated in the operations of the Russian Asiatic Bank. The
Azov—-Don Commercial Bank was connected with German and French
banks.'?

The penetration of foreign capital was strictly related to the financing
of the most important industrial branches, particularly in heavy industry.
In the Ukraine and Russian Poland, the iron and steel industry was under
the control of French and German capital. Foreign capital was dominant
in key sectors, like locomotive construction, machine building and
military industry. Iron mines depended on French banks, coal mines to a
great extent on foreign capital, and electrical industries on German
capital 2’ Foreign investment was conspicuous until 1917. In that year,
the total capital of the Russian commercial banks amounted to 679.7
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million rubles, 34.9 per cent of which was foreign capital. The role of the
latter was particularly important in financing mining and the processing
of raw materials. Of the total foreign capital, 54 per cent was invested in
the mining and metal working industries.?'

Banking was also concentrated territorially. The largest commercial
banks had their head offices in St Petersburg and Moscow. Provincial
banks held only 9 per cent of the total deposits of commercial banks.??
This fact may have justified Lenin’s idea that peripheral customers may
have benefited from the nationalization of the banks and diffusion of
credit agencies over the country.?®

Other credit institutions had only a minor role in industrial financing.
The Mutual Credit Companies were the most important for medium-
term credit to small industries and commerce. In 1914 there were 1,108 of
them over the country, with 595 million rubles’ worth of deposits. They
financed investments of 738 million rubles, that is to say, a sixth of total
investment financed by commercial banks.?*

The financial and territorial concentration of the Russian banking
system facilitated rapid nationalization. The Bolsheviks turned their
attention first of all to the large credit institutions. It can be maintained
that the speed of nationalization was influenced by the opposition shown
by the financial milieu to the new government and by the reluctance of
the individual banks to comply with the government’s directives on
advances for wage payments to commercial and industrial enterprises.?®
There are, however, no significant indications that the Bolsheviks would
not have undertaken nationalization if the financiers had not been so
hostile to the government.

The first measure taken in money control was the occupation of the
State Bank by the People’s Commissar of Finance on 20 November 1917.
The State Bank controlled money circulation and credit. Since 1897 it
had been the only issuing bank.2® Private banks deposited their reservesin
the State Bank, from which they received cash. Commercial banks had
reserves which amounted to 1,601.5 million rubles in the form of securities
at the end of October 1917. The total stock of gold amounted to 1,260
million rubles when the State Bank was taken over by the Bolsheviks.?’

A State Commissar was appointed to the State Bank after the Bank
officials repeatedly refused to finance the current expenditure of the new
government. On 27 December 1917, the largest commercial banks were
occupied by troops. The immediate motivation for this decision may have
been the refusal of the commercial banks to finance factories under
workers’ control.2® Soon after the nationalization, two decrees were issued
ordering the transfer of all banking operations to the State Bank and
authorizing it to control all forms of deposits.?® In January 1918 the
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nationalized banks started operating under new management. In
February their capital was transferred to the State Bank and shares in
them were annulled. Private funds were not confiscated, but their use was
put under control

The Bolsheviks did not dare to apply ‘workers’ control’ to banks,
though the law contemplated this possibility. State control over money
was used as a deterrent against any opposition by managers to the
application of government measures. The Moscow Soviet instructed the
Moscow commercial banks not to finance enterprises which did not apply
workers’ control, by threatening the freezing of the banks’ reserves held at
the State Bank.>* When the Bolsheviks realized that nationalization of the
State Bank did not bring about sufficient state control over money
circulation, their interest turned to the private banks. The consequent
drive towards overall nationalization of the banking system, before an
alternative financial system had been set up, may be explained by the
panic of the Bolsheviks in face of the unexpected financial autonomy
manifested by the credit institutions. In fact, the private banks had tried
to avoid the central control which the holding of their reserves at the State
Bank could ensure. In November 1917 private bankers had made an
agreement to issue cheques payable to the bearer in round sums, which
could be used by the banks for their operations. The banks had succeeded
in printing one million rubles in this form.32

Between December 1917 and April 1918 the Bolsheviks undertook a
number of measures to put the incomes of capitalists under direct control,
and to alleviate the financial burden of the State Treasury. Dividends on
bank shares were abolished. Withdrawals of deposits placed in current
accounts before 1918 were restricted. Foreign debts were cancelled, as
was interest on domestic loans to former governments. All shares, bonds
and interest-bearing notes were subject to obligatory registration. The
government renounced the national debt, reimbursing only holdings of
less than 10,000 rubles.?®

The nationalization of the largest banks alone was probably meant to
circumscribe and reduce the impact of the hostility of the financial
milieu to the Bolshevik Government. But the access to credit thus
provided did not help to improve the financial situation. In January
1918, the fear of losing control over money induced the Commissar of the
State Bank to establish that no loans could be made available to anybody,
unless approved by a committee composed of experts and Party members
in the proportion of 1:23¢ The nationalization of banks was not
accompanied by precise instructions on financing or by the appointment
of state officials sympathetic to the new government. Addressing the
Central Executive Committee on 29 December 1917, Lenin asserted that
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Soviet power had been forced to nationalize the banks because of their
sabotage. He added that the decree on nationalization contained nothing
but principles and that specialists in this field would be asked to
collaborate only ‘when we have the keys in our hands’. The draft decree
on nationalization mentioned, in fact, that implementation of the law was
to be supervised by mobile groups of inspectors from trade unions and
other workers’ organizations.?> Nothing was said about new forms of
financial organization.

In April 1918 the Bolsheviks tried to take a step back, in order to limit
the negative consequences of the unprepared nationalization of the
banks. The absence of Bolshevik cadres to fill voluntary or compulsory
vacancies among the highest posts was the major obstacle to enforcing a
new policy on finance. In the first version of “The Immediate Tasks of the
Soviet Government’, written between 22 and 28 March 1918, Lenin
spoke of the need to enlist in the service of Soviet power the former
captains of industry, masters and exploiters, in the role of technical
experts, managers, consultants and advisers, in view of the failure of
prospects for revolution in advanced countries:

If the socialist revolution had won simultaneously throughout the world, or at
least in a number of advanced countries. . . backward Russia would not have to
wrestle with this problem on her own, as the advanced workers of the west-
European countries would have come to her help and relieved her of most of the
complexities involved in that most difficult of all tasks, arising in the period of
transition to socialism, known as the organization task.3¢

In fact, not only the expectation of the German revolution, but also
Lenin’s hypothesis about the relative simplicity of nationalizing finance
capital and its benefits, which he had asserted on the eve of the revolution,
collapsed in a few months. Nationalization of the banks did not bring
much order to the economy. Osinskii reported from the Donets Basin that
the private enterprises which in Kerenskii’s time had received all sorts of
subsidies from the government had remained without money after
nationalization of the banks, and workers’ wages had not been paid since
December 1917.37 The leadership tried to come to an agreement with
bank representatives, which was aimed at gaining the support of the
former directors by allowing them the autonomous management of the
nationalized credit institutions.*® A foreign observer even reported that
Lenin and Trotskii were favourable to the idea of denationalization of the
banks, proposed by the Commissar of Finances, Gukovskii.?* Whether
grounded or not, rumours about denationalization of the banks provoked
areaction from VSNKh. Larin intervened at the VSNKh plenary session
of 19-21 March 1918 to reply to Press statements about a project to
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denationalize the banks.*® He stated that not only did the government not
have such a project in mind, but that, on the contrary, it was determined
to carry nationalization forward to its ultimate conclusion: the un-
ification of all individual private banks, amalgamated with the State
Bank in a single institution. The opposition of VSNKh to denational-
ization of the banks succeeded.

However, for some time Bolshevik control over the financial in-
stitutions did not bring about substantial changes in financial policy.
Theoretically, the orthodox principles of budget equilibrium based on
increased taxation and curtailment of public expenditure were not
challenged, although the concern for more equity in fiscal policy justified
the preference for direct income and property taxes rather than indirect
levies. The abolition of all indirect levies and the introduction of a
progressive income and property tax had been reaffirmed in the revision
of the SDLP Programme of April 1917 as the basic condition for the
democratization of the country.*!

The Bolsheviks, in fact, tried to increase state revenues by enforcing
direct taxation, but they did not succeed. In 1918, income taxes provided
only 7.3 per cent of total revenue; revenue from total taxation was only
200 million rubles. On 30 October 1918, the government introduced an
extraordinary income tax of ten billion rubles, by which it was planned to
obtain about two-thirds of the estimated revenue. Indirect levies were not
abolished; on the contrary, they were increased, from 5 per cent of the
estimated budget revenue in 1918 to 8.9 per cent of the 1919 budget. In
1919, revenue from direct and indirect taxes increased to 1,628 million
rubles, i.e. about 17 per cent of the effective state revenue.*? Increasing
state expenditure, both in the civil economic sectors and in the military
sphere, could be matched only by issue of paper money.

The control of inflation encountered serious difficulties. The state
deficit had already reached 81 per cent of total expenditure in 1917. The
Bolsheviks faced with mixed feelings the problem of controlling price
increases. Nationalized and confiscated factories, as well as military
expenditure, were an increasing burden for the Treasury. From 27
December 1917 to 10 May 1918, VSNKh examined requests for funds
(credits, advances and subsidies) for 922 million rubles.** On the other
hand, price control on foodstuffs was accompanied by scarcity and price
increases on the free market. Some steps towards financial discipline were
undertaken on 16 February 1918, when a special commission was formed
to curtail state expenditure.** This commission was attached to VSNKh
and given the task of controlling money advances to any institution. No
extraordinary credit was to be approved without its financial source
being indicated. Tight financing made it harder for the existing economic
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institutions to carry on their business and made them resort to local
expedients. On 21 February 1918, the Moscow Soviet approved the
‘armouring’ (bronirovka) of cash on hand for the most important economic
institutions. When, six days later, all banks closed down for lack of cash,
the soviet authorized monetary loans for extraordinary needs.** In the
first quarter of 1918, 405 undertakings employing 200,000 workers closed
down, owing to the stoppage of bank credit.*¢ In the provinces, money
hunger increased because of delays in dispatching means of payment.
Since the use of the telegraph for this purpose was prohibited, money
payments were authorized only by mail.*’ On 4 March 1918, Lenin
confirmed the financial disorder at the Central Party Committee:

we are suffering from a money famine, we are short of currency notes, the

Treasury cannot print all we need ... It is a rare week when I do not receive a
complaint about money not being paid out. . .*®

Table 4.1. Money issue and price increase, November 1917—December 1918

Issue as a percentage

Issue of all money Price increase of the monetary mass

Years and tokens (million (preceding existing on the first
months rubles) month = 100)® day of each month
1917

November 5,717.6 151 29.2
December 2,355.2 134 9.3

1918

January 1,913.3 129 6.9
February 1,455.8 122 4.9

March 2,956.3 131 9.5

April 4,290.6 132 12.6

May 2,477.2 122 6.5

June 2,968.5 125 7.3

July 2,683.0 114 6.1

August 2,279.1 92 4.9
September 2,851.5 100 5.9
October 2,770.2 111 5.4
November 3,074.9 125 5.7
December 3,955.6 121 5.9

Source: Z.V. Atlas, Ocherki po istorii denezhnogo obrashchentia v SSSR (1917—-1925),
Moscow, 1940, p. 30
#Budget index of the All-Russian Central Council of Trade Unions.
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Money worries were decisive in slowing down the pace of national-
ization after January 1918, and were taken into account by economic
experts in the formulation of the cautious programme of industrial
nationalization proposed by Miliutin at the First Congress of Sovnarkhozy.

The rate of issuing money slowed down between December 1917 and
February 1918, increased in March and, after reaching a peak in April
1918, was drastically reduced in May 1918 (see Table 4.1).

In May 1918 the State Bank of Petrograd registered a credit balance (of
37.1 million rubles) for the first time since the October Revolution #°

At the First Congress of Sovnarkhozy, Gukovskii, who was at that time
the People’s Commissar of Finance, affirmed that the government’s
financial policy was based on the criterion of budget equilibrium and its
goal was the convertibility of money into gold.’® The price increases, in
fact, were almost checked in August and September, possibly because of
the fall in the rate of money issue after April 1918.5' However, the
problem of economic organization after Brest-Litovsk urged more
complex measures of monetary policy than those designed merely to
secure budget equilibrium. Other proposals were formulated against
Gukovskii’s line. Sokol’nikov rejected the policy of convertibility of the
ruble. He agreed that the stock of gold should be increased, but only
because gold could still be used as an international means of payment.
Sokol’'nikov argued that gold had ceased to be an internal means of
exchange even in capitalist countries. In order to check inflation by
reducing the amount of money in circulation, he proposed transforming
the compulsory tax represented by inflation into an interest-bearing

" loan.%?

One year before, the Provisional Government had aimed at financing
government expenditure through a voluntary loan; but this project had
ended in failure.>® Sokolnikov devised an obligatory loan. This interest-
bearing Red Loan would be formed by the compulsory deposit at the
bank of a specific percentage of new money tokens, obtained by the
obligatory conversion of old currency into new notes. Sokol’nikov rejected
the idea of denationalizing the banks, on the ground that it would be
likely to reintroduce the control of private banks over industry, as long as
the means of production had not yet been nationalized. The only
alternative, he argued, citing the example of Britain, was the institution of
a single national banking system, based on a central issuing bank and
several credit institutions dependent on it3* Nobody challenged
Sokol’nikov’s point that foreign banks should be allowed to operate in
Soviet Russia. Most of the Soviet economic experts agreed that the
financial system had to be restored before any alternative project in the
financial domain could be undertaken.’
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The Bolsheviks did not pay attention to proposals coming from other
groups, which aimed to reduce the state deficit by resort to land property
taxation. From the mere economic point of view, such proposals were
sound. It was calculated that about forty billion rubles could be collected
in this way.*® Very likely, political considerations persuaded the leader-
ship not to undertake what could be interpreted as an oppressive policy
towards the peasants; though, very soon, the policy of grain surplus
appropriation adopted by the People’s Commissariat of Food
Procurement (Narkomprod) brought about fiscal effects far greater by the
end of war communism than the proposed land tax would have entailed.

In complete contrast to the rest of the congress, the left-wing opposition
looked with some scepticism on the efforts inspired by the aim of reducing
the budget deficit. Smirnov expressed the left-wing position on the
financial question in the following terms:

In our opinion, the financial and monetary crisis may not be solved by the
restoration of finance and money circulation, which lead back to a bourgeois
system, but by liquidation of the monetary-financial system, leading toward the
socialist organization of production.®’

Tightening of credit was condemned as a source of economic disorgani-
zation. The left opposition criticized the work of the special commission of
VSNKh responsible for examining the estimates of enterprises, which
were necessary for the assignment of funds, for being punctilious and slow.
It was alleged that only four estimates had been passed out of those from
300 nationalized enterprises.*® Smirnov affirmed that several national-
ized enterprises had been compelled to stop work because of the
government’s restrictive financial policy. The circulation of money, he
argued, was out of control. The only way to deprive the bourgeoisie of its
power was to speed up the process of nationalization and organization of
production. Smirnov proposed adopting a policy of high industrial prices
to extract money from the countryside (a proposal which the left wing
would present again during NEP). He concluded that financial policy
could be successful only if industry were socialized and organized in such
a way as to make the countryside effectively dependent on the towns.?
Each of the alternatives on financial policy had its own drawbacks. From
the economic point of view, the proposal of pumping money out from the
peasantry by taxing land was possibly the most efficient, but was likely to
provoke strong reactions from the political point of view. The free use of
land by the peasantry was the price that the Bolsheviks had to pay to get
their support and the agreement of the Left Socialist-Revolutionaries on
the other social and economic measures.

The alternative of the left wing of the party was politically feasible,
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although it entailed heavy economic losses in the short term. The
arbitrary ratio between industrial and agricultural prices was based on
the assumption that the state would be able to acquire full monopolistic
powers in trade, determine the price ratio and enforce it on the
population. The left-wing communists did not realize that such a
disequilibrium system must affect agricultural supply. Even if the centre
would have been able to fix the price ratio between industrial and
agricultural prices for the whole country, other measures would have
been needed, to force the peasants to produce and sell the necessary
quantity of foodstuffs. The demand of the rural population for industrial
goods was probably overestimated. Self-subsistence was still a strong
tendency in the Russian peasantry, which the theoretical exercises of the
leftist economists ignored and which heavily jeopardized the possibility of
financial accumulation by central price policy.

On the other hand, a tight financial policy penalized industry and the
proletarian strata, on whose support the Bolsheviks founded their power.
Besides, the idea put forward by Sokol’'nikov to make obligatory
conversion of the old currency into Soviet currency required time and
could not guarantee success. The political instability of the new
government was likely to produce the effects of Gresham’s law, rather
than help to restore money circulation. In fact, what occurred in
February 1919 when the Soviet government issued Soviet currency was
that Soviet tokens gradually pushed the old currency out of circulation
(see Table 4.2).

The First Congress of Sovnarkhozy avoided taking a precise stand on the
financial question. Financial policy continued to be worked out until the
autumn of 1918 partly according to restrictive criteria and partly
according to expediency. Itis possible that the refusal to increase the price

Table 4.2. Percentage of different notes in circulation

Tsarist Duma Kerenskii Soviet
Years notes notes notes notes Total
1918 15.3 52.4 32.3 — 100
1919 4.0 10.5 16.7 68.8 100
1920 0.11 0.75 0.18 98.96 100

Source: R.E. Vaisberg, Den’gi i tseny (podpol’nyi rynok v period ‘voennogo kommunizma’),
Moscow, 1925, pp. 136-7
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of grain in April 1918%° was also a consequence of the option for a
restrictive monetary policy.

The lack of paper money was most acutely felt by the provinces. Lack of
money was a powerful incentive to raise all sorts of local contributions
(kontributsit) and to favour commodity exchange and naturalization of
wages.! In April 1918, Osinskii reported to a VSNKh plenum that
workers of the Donets Basin had started requisitioning bread grains and
distributing foodstuffs within the factory by a system of bonuses. In
Kharkov some metallurgical plants were exchanging their stocks of
unused metal for coal. Iron was exchanged for bread grains, applying the
pre-war price ratio between the two products. The financial crisis affected
transport and increased scarcity. Railways refused to pay cash for coal
‘from Monotop, the central administration responsible for coal distribution.
In West Siberia coal could not be purchased except with cash.®? The
commercial relations between the Urals, where the iron and steel industry
was concentrated, and the South, which provided iron, were seriously
jeopardized by the disruption of transport, already affected by the
curtailment of imports of engines and spare parts from Germany.

It wasin this context that the idea of generalizing commodity exchange
emerged. At the plenary session of VSNKh in April 1918, Larin said that
efforts had been made to reduce state expenditure and the issue of paper
money. But, he added, the transition to the organization of economic life
required new measures: ‘We have made up our minds to establish
commodity exchange on new bases, as far as possible without paper
money, preparing conditions for the time when money will only be an
accounting unit.’®® Between July and December 1918 several laws and
regulations were issued to circumscribe the fiscal powers of the local
soviets: their financial estimates were subject to approval by the centre,
local taxation was restricted to specific sources, and local sections of the
Narkomfin were attached to the local ispolkomy.®* But taxation could not
replace money issue.

The sharpening of military hostilities in the autumn of 1918 demanded
the renewal of higher rates of issue. Together with the development of
measures aimed at reducing money circulation within the state sector, the
printing press continued to try to keep pace with the falling purchasing
power of the ruble (see Table 4.3).

The paragraph on money in The ABC of Communism states with the force
of a commandment: ‘Communist society will know nothing about
money.”®> But it does not seem that this principle inspired Bolshevik
measures in the monetary domain (though some 1920 rationalizations of
the war communism experience may provide arguments against this
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Table 4.3. Circulation and issue of money (as at 1 Fanuary each year)®

Circulation in  Circulation in

billions of millions of Issue in billions Issue in millions
Years old rubles pre-war rubles  of old rubles of pre-war rubles
1917 10.99 3,739.01 16.32 2,432.58
1918 27.31 1,315.64 23.95 535.26
1919 61.26 373.57 163.75 222.89
1920 225.02 92.98 943.58 122.01
1921 1,168.60 69.56 16,370.84 149.00

2By old rubles, the statistics mean the current valuein the yearsfrom 1917 to 1921,
before the 1921 monetary reform. By pre-war, 1913 is meant.

Source : Shornik statisticheskikh svedenti po Sotuzu SSR, vol. 18, 1918-23, Moscow, 1924,
p. 316

view). In 1918 efforts to control money circulation were made, though
they ended in failure. At the end of that year, financing the war became a
priority. Between September 1918 and May 1919 several decrees allowed
local divisions of the State Bank to issue banknotes within certain limits
and authorized the State Bank itself to issue as much money as was needed
by the economy.®® The plans for obligatory deposits by private people and
institutions at the National Bank were not carried out.’’ The measures
which Larin had proposed at the plenary session of VSNKhin April 1918
were adopted in August 1918. Sovnarkom approved the decree on
accounting operations, which introduced the system of clearing balances
within the state sector,’® when VSNKh started implementing the 28 June
decree on nationalization of large-scale industry, thereby necessitating
greater state expenditure for financing industry. This measure, of course,
had nothing to do with abolition of money as such. The realization of
mutual transactions without the intermediary of money tokens was
supposed to control money circulation. This system was extended to all
institutions receiving their funds from the state during 1919-21. Money
hunger tended to increase, together with the fall of the purchasing power
of the ruble and increasing scarcity. Whether or not the system of clearing
balances was helpful in reducing money circulation in production, there
still remained the problem of money circulation in the consumer sector.

The Second Congress of Sovnarkhozy agreed that abolition of money was
the final goal of socialist society, but— apart from the homage to
principles — the economic experts recognized that, so long as adequate
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funds of foodstuffs and consumer goods had not yet been formed,
complete naturalization of wages was impossible. While the economic
experts thus implicitly admitted that money issue was a forced tax falling
also on factory workers, The ABC of Communism attempted a rational-
ization of this policy consistent with ideology. Bukharin and
Preobrazhenskii recognized that inflation had fiscal properties, but
considered only its consequences in terms of class principles. They
affirmed that inflation was a form of forced expropriation of the wealthy
classes and a good substitute for taxation, helping the ‘proletarian state to
cope with the exceedingly difficult conditions now prevailing’. Their
theoretical argument which was used to explain the continuing existence
of money in the transitional phase between capitalism and communism
was the exclusion of the agricultural sector and of small industry and
trade from socialization:

Let us suppose that the resistance of the bourgeoisie has been overcome, and that
those who formerly constituted the ruling class have now become workers. But the
peasants still remain. They do not work for the general account of society. Every
peasant will endeavour to sell his product to the State, to exchange it for the
industrial products he sees for his own use. The peasant will remain a producer of
commodities. That he may settle accounts with his neighbours and with the State,
he will still need money; just as the State will need money in order to settle
accounts with those members of society who have not yet become members of the
general productive commune.5®

Bukharin and Preobrazhenskii added that as long as Soviet power did not
substitute a socialist system of distribution for private trade, money could
not be abolished. The two economists showed themselves to be perfectly
aware that the existence of money allowed ‘freedom’ of consumption ;”°
but they did not seem to realize the importance of money even for supply
at the industrial level. The experience of war communism shows that
money issue continued at a high speed and that money transactions never
ceased, in spite of the high degree of naturalization of the economy, not
only because a national fund of consumer goods was not formed and state
distribution of rations was not sufficient to feed the towns, but also
because a centrally directed system of supply of raw materials and fuel
was not achieved. While barter spontaneously took place among people
on the black market, as a normal reaction to galloping inflation and
scarcity, cash payments were still concluded between enterprises and
institutions. The state institutions, which were supposed to make use of
cheques rather than money tokens, did not apply the system of
compensatory book-keeping (putem oborotnykh bukhgalterskikh perechisleni)
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Table 4.4. Budgetary revenue as proportion of expenditure, 1918-20

Revenue as 9, of expenditure

Revenue as 9, of
Plan (budget) Fulfilment ‘true’ expenditure®

Jan.—June 1918 16.2 15.3 5.2
July-Dec. 1918 9.5 21.9 12.3
Jan.—June 1919 40.1 16.9 5.4
July-Dec. 1919 17.3 14.8 3.9
1920 13.1 _ —

*“True’ expenditure = revenue fulfilment + currency issue. According to Davies,
it is likely that the second column over-estimates the ratio of revenue to
expenditure, and the third column under-estimates it, in view of the fact that not
all revenue passed to the centre.

*The planned receipts from the Extraordinary Revolutionary Tax are excluded
(since they were collected later). If they were included this figure would rise to
43.9.

Source: R.W. Davies, Development of the Soviet Budgetary System, Cambridge, 1958,
p. 31.

systematically.”! In 1919, direct (priamy) * expenditure amounted to 89 per
cent of the total budget, while ‘circular’ (oboroiny) ' expenditure, which
covered the clearing balances among departments, was only 11 per
cent’? In June 1920, Narkomfin asserted that it was not possible to
determine precisely how much of the state budget was involved in the
system of compensatory (non-monetary) accounts, since there were not
sufficient data. A guess was made that not more than one-half of the State
Budget and not less than one-third of the expenditure were covered by
non-monetary accounts.’® ‘Circular’ non-monetary income was esti-
mated at 8,750 million rubles, about 60 per cent of which came from
supply of foodstuffs, that is, from the peasantry’s obligatory delivery by
quotas of agricultural products.’ The estimated State Budget deficit
increased from two-thirds of total expenditure in 1918 to more than four-
fifths of it in 1920.7 But current figures underestimated actual expendi-
ture, which R.W. Davies has calculated taking into account also currency
issue (see Table 4.4).

* Priamye figures showed the effective budget revenue and expenditure.

t Oborotnye figures of the budget did not reflect real budgetary revenue and expenditure, but
were only used to compute the movement of material values within the state economy,
realized without any effective disbursement.



Table 4.5. The State Budget, 1918-20

million rubles 9%, of total
Revenue 1918 1919 1920 1918 1919 1920
Total revenue 15,580 48,959 159,604 100.0 100.0 100.0
1 Revenue from state enterprises,
properties, land and forests 3,636 40,591 155,655 23.3 82.9 97.5
Including:
industry 151 16,397 56,868 1.0 33.5 35.6
supply — 18,105 51,104 — 37.0 32.0
transport and communications 1,952 3,175 22,522 12.5 6.5 14.1
forestry income 204 355 9,301 1.3 0.7 5.8
agriculture 2 697 8,175 0.01 1.4 5.1
foreign trade — — 4,800 — — 3.0
obrok-type charges® 44 839 2,872 0.3 1.7 1.8
state sugar-processing 1,116 513 10 7.2 1.0 —
state alcohol<processing 150 260 3 1.0 0.5 —
2 Taxes, duties, excise 11,834 7,165 426 76.0 14.6 0.3
Including:
extraordinary revolutionary tax 10,000 611 20 64.2 1.2 —
other direct taxes 735 1,972 1 4.7 4.0 —
excise and other duties 674 4,333 329 5.0 8.9 0.2
customs income 130 19 27 0.8 0.04 0.02
charges 296 230 49 1.9 0.5 0.03
3 Various revenues 110 1,203 3,523 0.7 2.5 2.2
Including:
repayment of loans, etc. 53 393 2,811 0.3 0.8 1.8
Estimated deficit 31,126 166,443 1,055,555
As a percentage of total expenditure 66.6 71.3 86.9

2Charges for use of land and other natural resources, traditionally derived from peasant quit-rent, which comprised a substantial part of
land rent in some areas, including the Ukraine, restored to Soviet rule in 1919.
Source: V.P. D’iachenko, Soveiskie finansy v pervoi faze razvitiia sotsialisticheskogo gosudarstva, Moscow, 1947, pp. 1567



Table 4.5. (Contd.)

million rubles % of total
Expenditure
1918 1919 1920 1918 1919 1920
Total expenditure 46,706 215,402 1,215,159 100.0 100.0 100.0
1 Economic commissariats and institutions 22,239 111,941 725,166 47.6 52.0 59.7
Including:
VSNKh 7,370 53,121 368,212 15.8 24.7 30.2
NK food 4,515 33,322 175,154 9.7 15.5 14.4
NK railways 8,743 19,018 90,543 18.7 8.8 7.5
NK post and telegraph 858 2,290 16,095 1.8 1.1 1.3
NK agriculture 641 3,109 63,011 1.4 1.4 5.2
2 Social-cultural NKs 6,236 42,807 269,716 13.4 19.9 22.2
Including:
NK education 3,011 17,244 114,366 6.4 8.0 9.4
NK labour and social security 2,860 14,767 75,328 6.2 6.9 6.2
NK health 365 10,796 80,022 0.8 5.0 6.6
3 NKSs and institutions for defence 15,267 41,340 137,842 32.7 19.2 11.4
4 Legislation, administration,
courts and control 1,412 10,547 68,290 3.0 4.9 5.6
Including:
NK internal affairs and Cheka 607 6,406 44,410 1.3 3.0 3.7
NK justice 345 919 5,450 0.7 0.4 0.4



State control — workers and
peasants inspection

Central statistical administration

NK finance

5 Other expenditure
Including:
Subsidies to local soviets
and republics
Debt liquidation
Exchange of local money issue
For liberated areas
Payments to Germany
Interest on debts
Above-estimate expenditure

88
49
254

1,552

625
402

325

200

533
322
1,711

8,767
1,276

125
5,540

1,626
200

3,444
3,722
8,621

14,145

2,500

500
11,120

0.2
0.1
0.5

3.3

0.2
0.1
0.8

4.0

0.3

0.7
1.1

0.2

0.04
0.9
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Table 4.6. Rate of issue as a percentage of the monetary
mass on the first of each month

Month 1919 1920 1921
January 6.8 15.7 11.1
February 5.8 12.6 14.6
March 8.4 16.2 13.3
April 7.8 13.8 13.7
May 14.1 16.2 10.7
June 9.2% 13.6
July 11.2 13.5
August 12.3 12.2
September 17.4 14.4
October 14.8 15.8
November 13.1 15.4
December 16.9 17.4

2In spring 1919, the printing press was not able to supply
all the paper money needed by the state and the
economy. Krestinskii, the head of the financial depart-
ment, affirmed that at that time an acute financial crisis
was experienced.’
Source: Atlas, p. 92

During 1918-20 four half-yearly and one yearly (in 1920) budgets
were produced. Although the figures are not quite reliable, from their
composition one may see the structural changes taking place in relation to
the progressive ‘stateization’ of the economy (see Table 4.5).

The printing press worked ceaselessly. Money issue increased each
month (see Table 4.6).

The apex of the monetary crisis was reached when steps had already
been taken towards a new economic policy (see Table 4.7).

In July 1921, the real value of the paper money issued by the Treasury
was three million rubles. This sum did not even cover the production costs
of money tokens.”’

One of the reasons for the overall nationalization of industry in
November 1920 was the attempt to extend the system of non-monetary
accounts to the sphere of small-scale and kustar’ industry, which had been
working under war communism on the system of cash payments. A decree
of Sovnarkom in July 1920 did, in fact, extend the rules of non-monetary
payments to contracts negotiated with private institutions.”® However,
law did not change habits and the motivations behind them. Although



Table 4.7. Currency circulation, 1920—21 (million rubles)?

Quarterly issue as 9%, of Real value of Real value of new
Currency circulation on  currency circulation on (1) (gold rubles) issue (Treasury Price index on first day

Year and first day of quarter first day of quarter =(1)/(5) index no.) of quarter (1913 =1)
quarter (1 (2) (3) (4) (5)
1920 1st 225,015 51.4 93} 10 2,420
2nd 340,662 50.2 71 4,470
3rd 511,816 45.6 63} 10 8,140
4th 745,158 56.8 77 9,620
1921 1st 1,168,597 44.3 70} 6 16,800
2nd 1,686,684 39.2 47 35,700
3rd 2,347,164 — 29 — 80,700

*Figures for real value of currency in circulation and the price index for 1921 given by different sources show some variation.
Source: Davies, p. 31



174 Money and value

monetary transactions with private intermediaries were forbidden to
state enterprises and institutions, they did take place in practice. Most of
the money issue ended up in the pockets of private intermediaries.”® The
volume of money issued during war communism was evidence of the
state’s dependence on the remnants of the market economy, which played
a not minor role in production and distribution, in spite of the efforts to
centralize both.

Two factors have been singled out to characterize the policy and
ideology of Soviet power in the field of monetary circulation between
1919 and 1920. Firstly, the unlimited increase, in relation to the effective
requirements of the national economy, in the issue of money. Secondly,
the lack of any measures aimed at fighting the harmful consequences of
inflation. These two features have been emphasized to show that Soviet
power was carrying out a regular process of money depreciation to
achieve the aim of abolishing money.®® The ABC of Communism asserted,
indeed, that ‘The gradual disappearance of money will likewise be
promoted by the extensive issue of paper money by the State, in
association with the great restriction in exchange of commodities
dependent upon the disorganization of industry.’®! It could also be noted
that it was not only the Bolsheviks who had a positive assessment of the
extension of the naturalization of the economy. In April 1920 the Party
Programme of the Left Socialist—Revolutionaries, for example, sup-
ported ‘the. widespread diffusion of non-monetary accounts through
exchange of industrial goods against agricultural products carried out by
cooperatives of consumers, and wage naturalization by the gradual
conversion of monetary notes into savings-books, cheques, etc., giving all
people the right to get consumer goods on the principle of egalitarian
collectivism’.#?

There are, however, reasonable doubts that the rationale of the
monetary policy was, in fact, abolition of money. One may wonder
whether, instead, the need to rationalize in communist terms the financial
disorganization, which war made it impossible to cope with, had
adversely affected the impartial evaluation of economic phenomena and
had consequently deprived the authorities of the capacity to devise and
implement alternative methods of control. Krestinskii, one of the
Commissars of Finance, said later that, since the Brest—Litovsk peace, ‘we
thought that, after all, the period had begun in which monetary tokens
would become unnecessary and it would be possible to get rid of them
without any damage to the economy. From such a perspective originated
our easy attitude towards money issue and our lack of concern toincrease
the value of the ruble’.8®* While Krestinskii offers an explanation for the
Bolshevik superficial or dismissive approach to money, the reason for
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money issue must be looked for in the failure of their attempts to control
production and distribution centrally, after the decision not to use market
indicators. In other words, money issue was not aimed at reaching the
point when the annihilation of the purchasing power of the rubles
hoarded by the ‘wealthy’ would automatically ensure full control of the
economy, but the other way round: the issue was needed to purchase
goods and services which still remained outside government control in
spite of its efforts. It was simply used to finance government expenditure,
just as in so many other countries.

The quantity of money to be printed was in no way planned. The
actual amount issued depended on the requests of individual depart-
ments, which produced their financial estimates taking into account
market prices. This occurred in spite of the intentions of the central organs
to enforce fixed prices. In these circumstances, it was Narkomfin itself
which advised enterprises to assume a realistic attitude when they
elaborated their financial estimates. In fact, though VSNKh’s instruction
to enterprises was to produce their estimates on the basis of centrally fixed
prices, when these had been approved, and to refer to market prices only if
fixed prices had not yet been determined, Narkomfin did take market
prices into account. Narkomfin’s comment on VSNKh’s instruction was
that it was absurd, since ‘it wasno secret that not much could be bought at
VSNKh prices’. Enterprises were, thus, invited to give their estimates as
an average between free and fixed prices, considering these as upper and
lower limits.?*

The section of money and accounting of notes at Narkomfin worked as a
glavk. It received orders from other institutions and, within the limit of the
total monetary mass, it partially satisfied their requirements.8> Printed
money was never sufficient to satisfy the demand. In 1919 none of the
People’s Commissariats obtained the funds it demanded.®® As one can see
from the following table (Table 4.8), fulfilment fell far short of each
Commissariat’s estimates. Even the Commissariat of War was allocated
only 37 per cent of its estimated expenditure.

From this point of view it would be hard to maintain that the money
issued was abundant compared with demand. Figures show that demand
was higher then actual expenditure, since a very large percentage of total
allocations (67 per cent for the first half of 1919 and 72 per cent for the
second half) remained unused. This could be the result of several factors,
such as inflationary expectations inflating demand, precautionary re-
serves, shortage of goods or, as in the case of Narkomprod (which was
assigned an insignificant sum as compared both with estimated require-
ments and with total allocations: the lowest one in absolute figures)
the explicit option for a policy of expropriation of agricultural goods. One



Table 4.8. Fulfilment of the State Budget for 1919

Estimate million rubles  Fulfilment % Fulfilment
Jan.— July— Jan.- July- Jan.— July~-
June Dec. June Dec. June Dec.
REVENUE
Total revenue 20,350 28,610 2,266 4,038 11.1 14.1
1 From state enterprises and
properties 15,600 24,991 596 992 3.8 4.0
Including:
industry 6,256 10,140 46 253 0.7 2.5
transport and communications 1,257 1,920 146 562 11.6 29.3
forestry income 164 191 98 261 59.8 136.6
sugar 493 20 268 125 54.4 625.0
supply 6,500 11,605 — 42 — 0.3
2 Taxes, duties, excise 4,402 2,763 947 978 21.5 35.4

Including:



extraordinary revolutionary tax 100 511 613 447 613.0 87.4

other direct taxes 1,632 340 88 58 5.4 17.1
sales taxes 2,555 1,776 191 341 7.5 19.2
charges 98 132 54 128 55.1 97.0
3 Other revenue 348 856 723 2,068 207.8 241.6
Including:

repayment of loans, etc. 66 327 441 1,303 668.1 398.5
impost on enterprises for

the non-mobilized 200 10 7 2 3.5 20.0
fines and other monetary ‘

penalties 59 50 3 10 5.1 20.0
various small and occasional

revenues 19 460 271 748 1,426.3 162.6

2The January—June budget of 1919 was adopted only on 21 May 1919. The July—December 1919 budget was adopted, only formally, on
11 August 1921 (see Davies, p. 36).
Source: V.P. Diachenko, Sovetskie finansy, pp. 186-7, 188—9



Table 4.8. (Contd.)

Estimate Fulfilment % Fulfilment
EXPENDITURE
Total expenditure 50,703 164,699 40,879 98,138 80.6 59.6
1 Economic NKs and institutions 26,177 85,093 4,140 6,071 15.8 7.1
Including:
VSNKh and NK trade and industry 11,044 42,077 529 1,359 4.8 3.2
NKs: railways, water transport,
post and telegraph 6,252 15,056 2,960 3,740 47.3 24.8
NK food 8,153 25,169 193 205 24 1.4
NK agriculture 526 2,583 430 680 81.7 26.3
2 Social-cultural NKs 7,456 35,351 2,553 6,735 34.2 19.1
Including:
NK education 3,920 13,324 1,622 2,567 41.4 19.3
NK health 1,301 9,495 463 1,669 35.6 17.6
NK labour and social security 2,235 12,532 468 2,499 20.9 19.9
3 NKs defence 12,239 31,171 5,122 10,740 41.8 34.5
Including:
NK war 11,718 26,368 4,536 9,573 38.7 36.3
NK fleet 521 1,803 586 1,167 112.5 64.7
4 Legislation, administration,
courts and control 2,336 7,384 1,055 2,405 45.2 32.6
Including:
NK internal affairs and Cheka 1,420 5,871 742 1,984 52.2 33.8
5 NK finance 467 3,159 364 710 77.9 22.5
6 Other expenditure 2,028 2,541 149 587 7.3 23.1
7 Unused credits on central expenditure
account (People’s Bank) — — 27,496 70,890 — —
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Table 4.9. Percentage price increases in Moscow (1914-21)

Annual 1914 1915- 1916~ 1917- 1918- 1919- 1920-
average 15 16 17 18 19 20 21

Consumer goods 31.8 534 118.0 2,1224 1,221.4 1,461.0 579.0
Foodstuffs 33.2 530 176.2 3,299.1 1,564.8 1,312.1 668.7
Non-food goods 30.2 540 61.0 946.0 879.0 1,608.0 490.0
% average increase

of money in
circulation 130.0 77.2 946 2360 1320 4100 362.0

Source: S.A. Pervushin, ‘Vol’nye tseny i pokupatel’naia sila russkogo rublia v
gody revoliutsiid (1917-1921)°, Denezhnoe obrashchenie i kredit, vol. 1, Petrograd,
1922, p. 82

of the heads of the Commissariat of Finance affirmed at the beginning of
1920 that non-monetary balances had to be enforced, in spite of efforts of
‘renegades’ to avoid the law, because ‘we have to consider that the
printing press is not going to have the time to print what is needed’.?’
Furthermore, money issue was a quite expensive business and a hardly
appropriate one to be used to attain the aims proclaimed by ideology.
Between January 1920 and January 1921, the year in which Trotskii
formulated the proposal of militarization of labour as a way of filling the
growing number of vacancies, the number of people employed by the
printing press increased from 11,260 to 13,616. Gold, on which the
leadership had relied to carry out international purchases, was used to
buy the dyes necessary for printing money.%®

Another reason for questioning the validity of the alleged rationale of
Soviet monetary policy is the relationship between money issue and the
rate of price increases. The rate of issue always lagged behind the rate of
money depreciation. This fact may suggest that the printing press was not
used to lead the economy into galloping price inflation and so to a natural
economy, but that, all things considered, price increases were determined
in the first place by the fall in production, and in the second place by the
high velocity of circulation of money, induced by inflation itself.

The data provided by Pervushin on price increases in Moscow, for
which the time interval between issuing paper money and getting it into
circulation was presumably the minimum (as compared with the
provinces), indicate that a direct and exclusive relationship between
money emission and price increases cannot be ascertained between 1917
and 1921.%¢
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The comparison between prices of foodstuffs and prices of other consumer
goods between 1919 and 1921, which shows a relatively higher increase of
industrial prices between 1919 and 1920 and a relatively lower increase
between 1920 and 1921 may, instead, suggest a relationship between
prices and productivity. However, the use of a single price index to extend
this conclusion to the whole of Russia would not be useful, since prices
diverged consistently over the country and money issued did not reach
different regions at the same time and regularly. A detailed study of the
relationships between the dispatch of money to a locality and price
increases in several regions® allows us, however, to extend Pervushin’s
conclusions to the rest of the territory under Bolshevik rule. Prices
increased most in the regions, like Moscow, Petrograd, Ivanovo-
Voznesensk, where there was a record decrease in the availability of the
chief bread grains and livestock. The lowest price increases occurred in
Penza, Saratov, Perm and Sverdlovsk, whose markets, in spite of the
heavy losses due to war and revolution, were relatively better supplied.
Yaroslavl, Kostroma, Smolensk, Vitebsk and Tver lie between these
two extremes.?’ Regional price variations may be imputed to natural
conditions and events related to civil war. Isolated moments of respite
from war produced greater price uniformity, while prices rose signi-
ficantly in consuming regions, like Petrograd, when they happened to be
cut off from producing provinces. When the end of civil war made it easier
to restore trade between regions, a general price increase was even
registered in regions where price levels had previously been lower.??
Observation of the relative price increase and the relative increase in the
monetary mass for twelve regions shows that the two magnitudes may
have influenced each other reciprocally at times. But the total average of
the ratios between July 1919 and January 1921 precludes any conclusion
about the positive impact of the monetary mass on price levels.”®
Regardless of the rationalizations adduced in 1920 in favour of the
ideological content of the monetary policy, the fact was that the Soviet
government had to resort to money issue to finance war, and cover the
budget deficit, as Krestinskii said at the Ninth Congress of Soviets.?*
Money depreciation particularly affected towns and provincial budgets
and real wages. A report on the budgets of thirteen town councils
revealed that town revenues at the beginning of 1920 were no higher than
0.2-6.0 per cent of total expenditure.®> Before deciding to make public
facilities free of charge, the government allowed the provinces to raise
public charges. The municipalities tried also to increase local taxes. But
taxation could not provide enough. National and municipal undertak-
ings were exempted from taxation, and levies could not exceed a certain
percentage of taxable income. In 1919 the local authorities charged levies
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amounting to 1,501 million rubles, of which they collected only 53.4 per
cent. In 1920, levies were increased to about 3,000 million rubles, of
which only 60 per cent was collected.®® At the end of 1919 the Petrograd
Council increased the local rates for transport, energy and gas by 80—-100
per cent.”’

The strict centralization of financial policy was the major hindrance to
local soviets in disposing of local budgets. Central funds were turned over
to municipalities casually and without a predetermined plan. In practice,
local finance, in spite of Narkomfin’s claims for strict centralization, i.e.
unification of state and local finance, continued to play an important role
until 18 July 1920, when the principle of unification of the State Budget
was adopted.”® Scarcity of funds increased competition also among
departments. In February 1920 a commission formed by the repre-
sentatives of the economic commissariats proposed that, owing to scarcity
of funds, other departments and local organs should not be financed at all,
or should be financed indirectly from the financial surplus of the ‘shock’
departments, that is the departments of war, food procurement, com-
munications, and VSNKh. A quarrel developed between Narkomfin and
the other commissariats on the percentage of funds which Narkomyin ought
to be left free to dispose of. Narkomfin proposed letting the commission
dispose of 60 per cent of the funds, while the ‘shock’ commissariats
claimed 75 per cent.®®* VSNKh demanded control over the financing of
local industry. Narkomfin argued that the responsibility for distributing
and controlling local funds ought to be devolved to the People’s
Commissariat for Internal Affairs'*® (which indicates the impact that civil
war had on financial decisions). In June 1920 the Central Executive
Committee opted for strict centralization. Narkomfin was confirmed as the
only institution responsible for distribution of money, while the commis-
sion was allowed to survive as a consultative body. Iron-clad funds were
limited to special cases; though the fact that they were not abolished may
be interpreted as an acknowledgement that some departments still
needed some financial autonomy.'! The more rapid the fall of the
purchasing power of the ruble, the stricter became central control over
available money. In this context, solutions to reduce local deficits were not
even looked for. As noted above, in July 1920 the All-Russian Central
Executive Committee abolished the local budgets and introduced the
Single National Budget System, inclusive of all local budgets.!?

The policy of free public services started officially on 11 October 1920,
when Sovnarkem abolished charges for telegraph, telephone and postal
services for Soviet institutions.'®® This law was followed by two decrees
concerning the free delivery of products, signed by Sovnarkom on 4 and 17
December 1920, which were to come into force on 1 January 1921.'% The
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law specifically mentioned people and categories having the right to free
products.!®® The use of a priority scale indicates that the law foresaw the
impossibility of satisfying all categories, and did not attempt a general
system of distribution. In 1921 free postal, telegraph and radio-telegraph
services were extended to everybody.'® Charges for fodder, books,
journals, newspapers, etc. were abolished.'” The free provision of
cultural services was extended to everybody in March 1921, when the
change of compulsory collection (prodrazverstka) into the system of a tax in
kind had already started the new course of economic policy, but the
monetary crisis had not yet been overcome. When eventually inflation
was being seriously tackled, VSNKh announced — on 11 July 1921 — that
the state would give nothing free of charge.'®®

Financial disorganization and inflation also played a prominent role in
the trend towards the naturalization of wages. The theses of the Seventh
Congress of the Party on Soviet power mentioned the aim of ‘progressive
equalization of wages and remuneration for all trades and categories’, but
not naturalization of wages. As already indicated, wage differentials
increased during war communism, in spite of original intentions. From
June 1918 until October 1920 several decrees were issued modifying the
system of grades and categories as well as the wage rates.'®® In June 1918
the ratio between the highest and the lowest category was 3.4 :1 (in rubles
per month: 1,200:350). In February 1919 it increased to 5:1 (3,000 : 600
rubles). In April 1919 a ratio of 3.6 : 1 applied between the highest and the
lowest of twenty-seven categories (excluding specialists). Taking into
account, however, that specialists assigned to special duties could claim a
50 per cent increase on their basic earnings, the differential was 7.5:1. In
September 1919 new regulations applying to thirty-five categories — but
excluding specialists (who might have enjoyed special treat-
ment) — brought the ratio up to 4:1 (4,800:1,200 rubles). In June
1920, a bonus system granting wage increases up to 200 per cent of the
basic earnings, and the piece-work wages system, were intended to raise
wage differentials even more. The question of wages in kind developed in
parallel with the erosion of real wages caused by inflation. Isolated cases
of remuneration in kind started as early as 1917.!1° By the end of 1918 the
Metal Workers’” Union was demanding partial or full wages in kind
linked to productivity and skill.!'! In the Summer of 1919 the central
committee of the Metal Workers’ Union started negotiations with
Narkomprod for the right to undertake commodity exchange with the
countryside on the basis of a given percentage of output, as a partial
naturalization of wages. Until 1920, naturalization of wages proceeded
spontaneously and without a plan.'?

The Second Congress of Sovnarkhozy had debated in December 1918 the
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question of wages in kind. It had resolved to state only some broad
principles in this matter, rather than try to devise ways to implement a
general policy of wage naturalization. Point 7 of Miliutin’s resolution
mentioned: ‘the assignment of products and goods necessary to life,
rather than monetary wages (or part of monetary wages) to industrial
workers and workers of the communes and state farms, in view of the
necessary transition to naturalization of wages’. However, concrete
measures were deferred to the future, because of theoretical as well as
practical impediments. The economists admitted that they were not able
to evaluate goods by any monetary unit. Moreover, in the absence of a
clear definition of the content of wages, it was acknowledged that
naturalization would have caused confusion at the provincial level, when
the question would have arisen as to which sort of commodities should be
used and which methods adopted.!!?

A year later the president of Glavtekstil’, Nogin, acknowledged that the
attempt to naturalize wages in the current economic situation had turned
out to be a failure, owing to scarcity of commodities.'** But great pressures
for naturalization came from labour. Representatives of labour did not
discuss the matter from the point of view of principles, but as a concrete
issue to defend real wages. A conference of labour representatives on
9 October 1919 demanded the formation of a supply fund attached to
the Wage Rates Bureau, supplied by contributions from the state and
individual entrepreneurs to the tune of one thousand rubles per worker.
This fund was supposed to finance direct purchase of goods by the trade
unions, without going through central organization.!'> State advances,
however, amounted to only 50 million rubles, a derisory sum to start any
large-scale policy of wage naturalization.

When the practice of paying wages in kind was extended to several
works in Moscow, the Moscow Soviet approved it formally in February
1920.!16 This initiative was a serious hindrance to central control over
product distribution. On 2 March 1920 a special decree, inspired by
VSNKh, prohibited enterprises and other institutions delivering to
working people output above the general norm of consumption. The
reason given for this interdiction was that such a practice jeopardized the
overall pattern of supply and strengthened speculation.!’” The agree-
ments that several departments and institutions had concluded with
Narmomprod, allowing direct distribution of products in kind to their
own workers, were declared illegal by Sovnarkom in mid 1920.''¢ The
practice of reward in kind had led to a widespread differentiation of real
wages, outside central control, and without any relation to labour
productivity.

The central decision to apply rewards in kind to those categories of
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Table 4.10. Razverstka and paper money issue

1918-19 1919-20 1920-21 1921-22

Razverstka in millions

of gold rubles 127 253 480 244
Emission in millions

of gold rubles : 523 390 186 —

Total 650 643 668 244

Source: E. Preobrazhenskii, Voprosy finansovor politiki, 1921, p. 6

work defined as ‘shock work’ because of their importance was aimed at
linking remuneration to labour productivity. The decision to naturalize
premiums applying to ‘shock workers’ was the consequence of scarcity of
foodstuffs and other consumer goods. In addition to monetary wages,
workers were assigned different and variable daily rations of foodstuffs.!!?
The rations of the metal workers of a small town near Petrograd
evaluated at market prices amounted to 13,000-15,000 rubles per
month,'?® which was three or four times the highest level of monetary pay.

The way in which naturalization of wages developed and was used
shows that it was a matter of expediency and became a means of adopting
wage differentiation, in spite of the declarations of principle on wage
levelling which inspired the first programmes of the Bolsheviks. Even in
this field, war and extreme scarcity, rather than plans or goals,
determined economic choices.

Learning by doing, however, determined subsequent choices and
became confused with vague ideological goals.

By 1920 the considerable extent of centralization of distribution, the
extensive spread of wages and premiums in kind, the application of
prodrazverstka to an increasing number of products,'?! aroused hopes that
the market economy was definitely perishing and preparing the way for
communist society. In summer, financing was totally centralized. The
most important items of local public expenditure were put on the State
Budget.'?? Most of the budget income came from razverstka (obligatory
delivery by quota). Preobrazhenskii calculated the following proportions
between razverstka expressed in pre-war prices (gold rubles) and the gold
equivalent of the paper money issue.

Preobrazhenskii concluded that if razverstka were fully realized in 1920
only 50-60 million gold rubles would be required to buy kustar’
(handicraft) and other marketable products, and affirmed that the time
for abolishing paper money was near.!?
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The belief that the age of money was over and that other methods had
to be worked out for economic policy dictated the path taken by
theoretical studies and economic measures during 1920 and 1921.
Although by April 1920 the civil war was practically won and a
programme of reconstruction of the country had started, there were no
signs of the possibility of a return to orthodox financial policy aimed at
restoring the value of the ruble. At the theoretical level, the economists
worked on the project of substituting the trudovaia edinitsa (tred), a labour
unit of account, for the ruble. In the economic field, steps were taken to
construct a systematic framework which would include wages in kind.

4.2 PRICE AND VALUE: THEORY AND PRACTICE

The concentration of efforts around the problem of an alternative unit of
value conditioned financial policy and favoured the continuation of forms
of natural economy until and after the introduction of the new economic
policy in the spring of 1921.

Forms of commodity exchange had been taking place since the October
Revolution and had been determined, as has been shown, by necessity
and by local initiative. Larin anticipated at the VSNKh plenary session in
April 1918 that commodity exchange would be promoted by the
economic organs and expanded to achieve the total disappearance of
money.'?* Miliutin’s theses approved by the First Congress of Sovnarkhozy
confirmed the objective of centralization and concentration of the whole
commodity apparatus in the hands of state and cooperative organi-
zations, and the intention of arriving at the gradual liquidation of private
trade. It was believed that the system of monopoly of foodstuffs and other
consumer necessities would make it possible to establish natural ex-
change. For the time being, it was decided tokeep fixed prices on all goods
of prime necessity. The problem of price determination in the future was
simplistically reduced to one of gradually increasing prices and maintain-
ing proportions between them. Only Groman, at the congress, seemed
aware that the problem of price determination in the absence of market
relations was not an easy one. The alternatives, he argued, were two:
either to adapt to the existing situation, fix a ceiling on money issue and
collect money through indirect taxation, or let the issue of money expand
until it was abolished, and fix prices. But, in this case, Groman asked, how
do we fix prices?'?® The Bolshevik economic experts had no precise ideas
about alternative laws of value.

To the extent that the economic situation urged some forms of price
control on basic raw materials and foods, expediency could be said to
have played a role. There was, however, from the beginning of Bolshevik
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price policy, a basic principle for price determination: to keep the level of
industrial prices above the level of agricultural prices. This principle
inspired both price policy and economic research. In the autumn of 1918,
Rykov reported at a plenary session of VSNKh that industrial prices had
been set by taking into account, not so much the utility of goods, as the
organization of commodity exchange and the aim of alleviating the food
procurement crisis. Prices were determined on the basis of the pre-war
relation between one pud of grain and every other single product, with
some corrections reflecting changes in the value of industrial products in
relation to agricultural products. The coefficient of price inflation for
industrial products was set higher than the coefficient for agricultural
products and raw materials. Rykov cited the example of flax: the
coefficient of price inflation for flax was taken as equal to 12, while the
coefficient of price inflation for other industrial products was made equal
to 20. The economic reason adduced was that the value of industrial
products had increased more than the value of agricultural products.!2

In reality, Rykov had no evidence to claim that the value of industrial
products had become higher than that of other products. Pervushin’s
data on price increases in Moscow in 1917-18 and 191819 show, on the
contrary, that the percentage price increase of agricultural staples was
much higher in both years than the percentage price increase of industrial
consumer goods.'?’

In revising prices, the price committee probably followed the same
criteria as those adopted between March and September 1917, when
fixed prices on industrial products were increased much more than fixed
prices on agricultural products, though, even in the producing provinces,
agricultural market prices rose significantly more than industrial market
prices.!?® Military production orders benefited industry comparatively
more than agriculture. After the Brest—Litovsk Treaty, however, price
revision should not have been guided by the criteria of a war economy or,
at least, not only by such criteria, since by then the Bolsheviks were
undertaking a programme of reorganization for a peace economy.

The price committee not only applied arbitrary criteria of price
determination, as compared with market values; it did not even take into
account the change of price ratios within the industrial sector itself. The
work of the price committee seems to have been inspired by the criterion
which Smirnov presented in Kommunist in June 1918; i.e. it aimed to
extract money from the countryside by depressing agricultural prices
with respect to industrial prices.!?® This criterion, which, of course, had
nothing to do with relative production costs in both sectors, was
elaborated further by Fal’kner at the beginning of 1919.!3°

Fal’kner took it for granted that price ratios within the state industrial
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sector could be changed only in accordance with changes in wage rates.
The major problem, according to him, was the determination of a correct
price ratio between industrial and agricultural products. Internal price
ratios could be derived by taking as the unit the price of one industrial
commodity, say fabrics, based on production costs, and rye in agriculture.
Fal’kner maintained that the price system should aim at neutralizing the
self-subsistence tendency of the countryside. If the countryside were to be
forced to give up its stocks of hoarded money, the coefficient of price
increase of industrial products had to be set higher, Fal’kner argued, than
the corresponding coefficient for agricultural products. For otherwise this
monetary mass would reinforce the decentralization of private economy
and destroy the controlled market, by shifting higher quantities of goods
on to the illegal market. Fal’kner did not see that the policy he suggested
contained an implicit contradiction. How could the countryside be forced
to pay higher prices for goods, the surrogates for which could be obtained
at lower costs? Fal’kner assumed that scarcity relations justified new price
ratios favourable to industry. He stated, indeed, that this policy would
correspond not only to political necessity, but to the law of economic
proportionality. But his argument concerned only the supply side at the
macroeconomic level, neglecting the demand side. If supply of industrial
goods had shrunk more than supply of agricultural goods, it was also
likely that demand for industrial goods had fallen, while demand for
agricultural goods increased, not only from the army and town popu-
lations, but also from the countryside, where redistribution of property
was improving the living conditions of the peasantry.

To restore economic proportionality between industrial and agricul-
tural products, Fal’kner proposed to determine: firstly, the monetary
mass in circulation; secondly, the quantity of commodities; thirdly, the
(industrial) commodity surplus; and fourthly, the agricultural surplus
available for exchange. To solve the first problem, Fal’kner proposed
using a sample population of a given district, room being left for errors
due to higher money circulation in towns as compared with provinces,
where money arrived later. The second problem was to be solved by
adding together town and countryside surpluses, computing the norm of
reduction of commodity stocks in relation to pre-war data on pro-
ductivity, and comparing it with consumers’ budgets spent on com-
modity purchase. Commodity surplus was obtained by computing
consumption of own output first; then decrease in output, from which the
coefficient of price increase was derived, and finally demand in the
countryside. Calculation of agricultural surplus should take into account
normal harvests and marketed proportions.

Fal’kner’s procedure was complicated and hardly realizable in times of
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civil war. From the theoretical point of view a definite obstacle to his
approach was consumers’ demand as independent of price-ratios, and to
a certain extent, also of incomes. If demand was to be considered as the
expression of ‘objective’ needs, which seems to have been the implicit
assumption of this approach, ‘objective criteria’ for the computation of
demand had to be sought.

Research in this direction was undertaken by Miliutin, who proposed
dividing products into four groups. First, products for direct con-
sumption; second, productive consumption; third, tools and means of
production; and fourth, export products. The first step was to determine
prices of consumer goods, respecting two constraints. Firstly, correct
ratios between products had to be found and expressed in monetary
terms. Secondly, the solution should satisfy the equilibrium of the
monetary budget, for as long as money was still to be used as a means of
exchange. To calculate demand, Miliutin proposed taking as a basis the
average material budget of an average worker. Part of consumption
would be expressed in calories, the remainder in physical units. Material
budgets were to be converted into values by dividing monetary state
expenditure (on wage and other purchases in the course of the year, i.e.
the total money flowing back to the Treasury after distribution of
products) by the entire population, to get the necessary amount of money
belonging to each personal material budget. Then, product relations
would be transformed into monetary relations by taking as a basis the
percentage distribution of an average consumer money income among
different products. Relative prices were determined by taking as a unit
the yearly consumption of bread necessary to provide a norm of calories,
by calculating the percentage of money income spent on it and carrying
out the same calculation for other products coming into the average
material budget. Prices of materials would be derived from the final goods
prices, by computing their percentage proportions in the total com-
position of final goods. Prices of the means of production could then be
determined on the basis of production costs. Only export prices should be
based on world market prices, concluded Miliutin.'3!

Miliutin’s model provided one of the first approaches to price
determination independently of market laws. The model, however, was
quite abstract. It assumed identical needs among individuals. Prices
were, in reality, units of account, which guaranteed overall monetary
equilibrium, by definition, but not equilibrium in the goods market.

Both Miliutin’s and Fal’kner’s approaches to price determination
tackled the question from a static point of view. The problem, however,
was not only to fix new price proportions for the time being, but to find
eventually alternative indicators of value capable of internal dynamism.
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Some experts sesemed aware of the difficulty which this problem entailed.
The system of state regulation of prices required firmly established
relations between prices of consumer goods and labour prices on the one
hand, and prices of raw and processed materials and production costs on
the other hand. But ‘even in theory’, observed an expert, ‘it does not seem
possible to fix firmly all prices for labour, production costs, raw materials
and so on, and in this way to put a stop to their increase in the subsequent
period and hold them at that level’.!s2

What actually occurred was that the list of prices approved by the price
committee in the first half of 1919 did not take into account production
costs and was not subject to revision when the latter changed. Fixed prices
were applied to 950 articles in the textile industry, 550 in the leather
industry, 4,250 products in the metal industry and 1,500 products in the
chemical industry. In August 1919 monetary wages were increased,
taking into account some rough indexes of the cost of living based on free
market prices, especially of food and heating.'** But industrial prices were
not revised.'** Rather than modify the price list, it was preferred to
approve extraordinary credits for state departments and institutions.'? I't
is possible that industrial prices were no further increased because the
Price Committee had started already investigating the possibility of using
prices only as accounting units, rather than expressions of value. The
rules established by the Price Committee for price determination in the
summer of 1919 were in fact to meet the following requisites: fixing
correct relations between products from the point of view of organization
of distribution and state purchase as well as from the point of view of
supply for production purposes; accounting of the activity of enterprises
and industrial branches, reflected in the estimated costs and receipts;
foreign trade; and maintenance of the state monetary budget as long as
the monetary system remained.'%¢

It is likely that the price policy adopted by VSNKh helped the fall in
supply of some products, thus indirectly adding to inflationary pressures.
Between 1917 and 1921 the area under flax cultivation shrank by 41 per
cent in the central regions,'”” that is, the main regions for flax,
demand for which started increasing following the loss of Turkestan,
the major supplier of cotton. This was not independent of the level of the
price for flax. Since February 1919, representatives of the ‘flax section’
had complained about a reduction in the flax cultivated area of 9-10 per
cent, owing to the unfavourable relation between the prices of flax and
grain.!’® Agents responsible for purchasing flax in Latvia reported that
scascely any appreciable quantity could be bought there, though the
harvest had been substantial, because, of the low price fixed for flax. A
price increase was also demanded by the wool section of Tsentrotekstil’.'°
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Owing to such pressures, the wool price was increased in March 1919 by
60-70 per cent compared with the 1918 level.!*° Fixed prices, however,
rapidly lost any meaning. In November 1919 the ratio between the fixed
price of wool and the market price had already fallen to a sixth and the
wool commissioners asked for a new price increase.'*!

Errors in price setting of agricultural raw materials may have affected
the types of crops grown. Similar doubts had been manifested since mid
1919. It was suggested that price ratios between agricultural products
ought to respect the original proportions, since otherwise peasants shifted
from one product, say hemp, to another, say potatoes.!*?

By the end of 1919, however, no further efforts were made to raise prices
in line with inflation. The system of razverstka was being extended to
agricultural raw materials, which meant that coercion, rather than
economic criteria, was chosen to deal with supply. Inflation and fixed
prices made any budgetary financial system based on the value of the
ruble impossible.

In 1920 some economic experts started working on the problem of
finding a substitute for the monetary unit. The new approach had some
precedents. In 1918 Shefler’ proposed the elaboration of new criteria of
value based on ‘labour evaluation’ (otsenki truda).'*® Shefler’ gave some
guidelines for defining a new price system. First, normal wages were to be
consistent with a precise productivity norm and a normal level of labour
still. Second, in order to define all elements adding up to the value of final
products, the basic similarities of the production process ought to be
singled out. Shefler’ proposed subdividing production into aggregates,
starting from the simplest stages and proceeding to the more complex
ones, from production of raw materials to production of machinery. Each
stage would contain the specifications for further processing of output.
The classification of economic aggregates suggested by Shefler’ was
intended to provide the elements for establishing a definite proportion
between labour value and price in the initial stages of production, in order
to pass from ‘the obsolete monetary system to a labour system, from gold

currency to labour currency’.!**

From the second half of 1919, some members of the staff of VSNKh
started working out a project of transition to a labour unit as a measure of
value. A special commission was formed in the spring of 1920 for this
purpose.'*® The ‘abolitionists’ (of the monetary system) gained a certain
importance at the end of 1920.

The immediate problem which attracted the abolitionists was to find a
stable unit of value. The incomparability of monetary values even in the
short term, owing to the excessive rate of inflation, obliged book-keepers
to add several special items to the monetary budget, including forms of
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accounting in physical units. Length, weight and pieces were used to give
some meaning to the budget. The coefficient of money depreciation could
not help much, since regional price differences were large enough to make
a single coefficient ambiguous and unsuitable for the purpose.
Furthermore, several means of production had lost, during war com-
munism, all market value.*¢ Some economists tried to find accounting
units with physical properties. There were even proposals to base money
on salt or on cooperative funds.'*” Smit suggested the adoption of a
combined labour and energy unit, obtained by computing all mechanical and
thermal costs in units of energy. The use of a combined unit was proposed
on the ground that — during the transition period to higher levels of
growth — not all production branches were evenly equipped with mechani-
cal power, and so two units of measures would be necessary: labour time
and unit of consumed energy. Smit postponed to the era of overall
mechanization the elaboration of a single physical accounting unit based
on a constant ratio between labour time and energy spent in production.
Klepikov, on the contrary, maintained that a single accounting unit
based on energy could be used right away. He proposed to call this unit of
energy ened — computed as the total energy expenditure of the complex
labour and the thermo-mechanical energy necessary to obtain a given
output. The value of one unit of output would then be the quantity of ened
used for the extraction or production of one unit of output. Both
economists followed the Bogdanov approach to value,'*® and were
apparently unaware that the same unit of energy could produce different
results in economic terms, and that ‘energy’ itself could be obtained by
different sources and at different costs.

A more interesting attempt at devising an alternative economic model
based on planning in physical units was made by Chaianov. Chaianov
considered that the socialist economy was comparable to the patriarchal
peasant economy, where the pater familias decides the needs, assigns the
targets and distributes the proceeds. Given a target, expressed in physical
units, the problem was: first, to compute the normal technical coefficients
of production (which could be done on the basis of past records) ; second,
to calculate the actual coefficients; third, to express these coefficients as
indexes, by dividing each by the norm; fourth, to attribute eventually a
‘weight’ to each factor and then add them up to get a single coefficient
characterizing the efficacity of the actual production. The tasks of the
planner would be:

(1) to issue orders in terms of normative costs;
(2) to determine the norm of labour productivity;
(3) to give ‘weights’ to each factor of production.
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Chaianov’s approach was the closest to a model of non-monetary
economy, and one of those which prepared the way to further studies on
planning.!#®

Other approaches merely tried to replace the ruble as a unit of account
with some unit based on labour, but without seriously tackling the
problem of the allocation of resources in production and of equilibrium in
distribution.

The commission formed by VSNKh suggested taking the average
output of a normal day of simple labour, of an intensity normal for the
given type of work, as the labour unit of account. The labour unit was
called a tred (trudovaia edinitsa).'*® The aim was to establish a direct
relation between the accounting unit and labour remuneration, in such a
way as to obtain a means for socialist control over the quantity of labour
and the quantity of consumption.!3! Strumilin put the problem in this
way: ‘asa unit of labour value I propose to take the value of the product of
labour of a worker of the first [wage] tariff category fulfilling his output
norm at 100 per cent.'? Shmelev proposed taking as a unit of labour the
normal workday of a worker of the first category of the wage structure,
fulfilling his task at 100 per cent. In this approach, pre-war wages were
used to find indexes which might make comparisons meaningful. The
average pre-war prices were converted into treds by dividing them by the
quantity of gold rubles corresponding to the labour unit. The value of the
tred was the ratio between the cost of the product in gold rubles and the
number of labour units of simple labour necessary to produce it. To
transform complex labour into units of simple labour, Shmelev proposed
compiling a standard nomenclature, based on tables giving the labour
composition of each product.'*?

Strumilin proposed evaluating the social labour contained in the
product of labour by selecting one product as a measure of value. The
other products, representing materialized social labour, would be related
to one another, through the product chosen as measure of value, and
related to labour through this same product. Following this approach,
socialist society would have ended up establishing values no differently
from capitalist society, where the unit of measure was a single commodity,
gold. The only variation would be that under socialism, state planning,
rather than the market, would establish the value of the accounting unit.
Strumilin stressed that the labour accounting unit did not exclude the
possibility of utilizing a monetary unit for accounting operations, adding
that, once the parity between the two units was determined, the current
value of the labour unit would fluctuate together with the monetary unit.
Strumilin concluded that the labour day could be made equivalent to the
pre-war gold ruble.!>*
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The efforts of the abolitionists, therefore, resulted in the creation of a
new monetary unit, whatever its denomination might be. A satisfactory
way to ‘invent’ a new measure of value was not found since, in any case,
the economists had to resort to pre-war prices and relations to determine
the new measure of value.

One specific aspect of the Soviet approach to price determination was
the belief that prices could be manipulated in accordance with the state’s
aims. This attitude implied that no importance was attributed to the
demand side. The assumption was, in fact, that the state would carry out
distribution independently of market signals and according to objective
norms. The corollary of central price determination was the con-
centration of supply in the hands of the state. But neither assumption was
realized during war communism, in spite of efforts to concentrate
monopolistic and monopsonistic powers at the centre. The state never
gained control over commodity exchange. Natural price ratios developed
in the different regions, subject tolocal conditions. Vaisberg described the
underground panorama of war communism’s impressive, but empty,
economic organization in picturesque words:

Natural commodity-exchange did not develop spontaneously and on the basis of
revolutionary laws, changing the process of paper-money circulation, but
hatched out of the latter and organically grew on its senile shoulders. A new
market was formed on the basis of non-monetary accounts. It dominated the
countryside and started extending to relations between country and towns. From
the localities, it reached the towns, particularly the uezd towns, bearing all sorts of
products and equivalents.!*

The debate at the Ninth Party Congress shows that most of the
Bolsheviks grasped the meaning of the illegal market only in terms of
speculation. Kamenev stated that only a minimal part of money went to
Soviet institutions, while the greater part ended up in the pockets of
speculators, and concluded that the struggle ought to be carried out
against what he called Sukharevka capitalism, from the name of the largest
illegal market in Moscow.!%¢

While economists started working on a new unit of value based on
labour, and some of them magnified the role of the printing press in
crushing the bourgeois system,'S” market laws were currently determin-
ing the real price ratio between goods. Money was drawn out of the
market thanks to commodity circulation, rather than money circulation,
Vaisberg said later. Money tokens kept performing their usual function as
means of exchange, on the basis of the new values determined by market
exchange of commodities. When money surrogates existed, like cheques,
notes, etc., they were used and were associated with specific commodities
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and storehouses. As the general equivalent of values, paper-money never
disappeared.'®*® The Bolsheviks committed the mistake of believing that
the rapid depreciation of money would also entail the passage from
individual commodity exchange to state product distribution.
Preobrazhenskii affirmed that the increase in goods distributed by the
state in place of marketable commodities was the struggle that Narkomprod
was waging against Sukharevka. The breakdown of the capitalist monetary
system, argued Preobrazhenskii, would occur in the period of the
utilization of paper-money circulation, even before the total disap-
pearance of marketable commodities and before the accumulation by the
state of enough goods to meet the minimum wage requirements. But, he
added, the breakdown of the capitalist system would coincide with the
realization of the socialist society only if the latter held enough goods to
allow naturalization of wages.!*® This approach was based on two
assumptions, which needed more careful examination, if ideology had not
produced a definite bias in their favour. Firstly, there was the belief that
the Soviet system was ready to concentrate total supply and distribution
in its hands and dispose efficiently of physical quantities without a price
system reflecting to some extent relative scarcities and degrees of
substitution between commodities. Secondly, there was the belief that
state distribution would automatically entail the disappearance of
market laws, for it would imply the disappearance of marketed com-
modities. If Soviet economists had explored more carefully what occurred
in the illegal market, they would have seen not only peasants selling
agricultural products, but also factory workers exchanging industrial
products as well as ration cards, which carried a right to state quotas of
goods. Even in the hard times of war communism, individual necessities
and preferences which did not coincide with the central criteria of
distribution of goods found loopholes in a model of social organization
which was too abstract to reflect what millions of poor wretches preferred
amongst what little was available.

“The New Economic Policy’, said Vaisberg, who worked during NEP
for Gosplan, ‘did not fall from heaven, but grew out of the guilty soil and
developed out of the “‘sins” of October against the capitalist system.”6°

4.3 SUMMARY

The rapid nationalization of the banking system, which was one of the
primary aims of the Bolsheviks, did not help central control over the
economy, but on the contrary, was one of the causes of financial disorder.
High rates of money issue and increasing inflation jeopardized the
establishment of financial control, while fiscal policy — under the pre-
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ssures and the constraints imposed by the revolution — could not help in
restoring budget equilibrium. During war communism state expendi-
tures were essentially financed by money issue. It does not seem true that
the Bolshevik Government consciously pursued a policy of abolition of
money, through high rates of depreciation. What the government desired
was control of the market, not only on the side of supply — through
nationalization of industry and requisition of stocks— but also by
regulating demand. This was pursued through a policy of high price
ratios between industrial and agricultural products, coupled with
distribution of basic foodstuffs according to norms of consumption. But
full control over supply and demand was never attained during war
communism, while through the several loopholes of the state economy the
illegal market continued to flourish.

Money continued to be used as a means of exchange and accumu-
lation and the institutions kept registering their transactions in monetary
units.

At a theoretical level, however, feverish work was undertaken to find
alternative regulators of supply and distribution, based on ‘objectively’
determined values and norms. The problem of finding substitutes for the
vanishing monetary unit was tackled by working on the only alternative
which seemed compatible with a Marxist approach, that is, by trying to
relate value to the only productive factor, according to the Marxian
analysis, i.e. labour time. No workable conclusions could be reached
during war communism. This approach to value, however, was not
without its consequences for overall economic policy. It nourished, in
fact, the prevailing climate of disregard for the possible use of monetary
and fiscal policies, which had not a minor impact on the breakdown of the
economy. '
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