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PREFACE

IN the preface to the first volume of The Bolshevik Revolution, 19I17—
1923, published in 1950, I expressed the intention of proceeding, on
the completion of this work, to * the second instalment of the whole
project ”’ under the title The Struggle for Power, 1923-1928. Further
consideration and fuller examination of the material have led me to
modify this plan in several respects. In the first place, the last months
of Lenin’s last illness and the first weeks after his death, the interval
from March 1923 to May 1924, appeared to constitute a sort of inter-
mediate period — a truce or interregnum in party and Soviet affairs
— when controversial decisions were, so far as possible, avoided or
held in suspense: in the new plan this period occupies a separate
volume, now published under the title The Interregnum, 1923-1924.
Next, it was found that the period from 1924 to 1928, while constitut-
ing in many respects a unity, could more conveniently be divided into
two sections. Finally, the title originally suggested for this period
seemed too trivial, and inadequate to the fundamental issues involved
in the struggle. According to my present plan, the third instalment of
my project will bear the title Socialism in One Country, 1924-1926, will
cover the period approximately from the summer of 1924 to the first
months of 1926, and will occupy two volumes. The proclamation of
‘“ socialism in one country >’ will provide the occasion for some re-
flexions, which I feel to be appropriate at this stage, on the relation
between the Bolshevik revolution and the material, political and
cultural legacy of the Russian past.

I have once more to acknowledge a continuing debt of gratitude
to many of those who helped me in the earlier stages of my task. The
most important sources of my material have again been the British
Museum and the libraries of the London School of Economics and of
the Royal Institute of International Affairs. I have also been able to
use the libraries of the School of Slavonic Studies of the University of
London and of the Institute of Agrarian Affairs of Oxford University,
the Bibliothéque de Documentation Internationale Contemporaine of
the University of Paris, and the libraries of the International Labour
Office at Geneva and of the Internationaal Instituut voor Sociale
Geschiedenis at Amsterdam. It was in the last-named institute that
1 found the typewritten copy of the hitherto unpublished ‘‘ platform
of the 46 ”’ from which I made the translation printed in the present
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volume. I wish to express my very warm thanks to the librarians of
all these institutions and their staffs for their invaluable assistance and
for the untiring patience with which they have received and satisfied
my exacting demands on them.

The present volume has suffered, in comparison with its prede-
cessors, from the fact that I have had no opportunity of visiting .the
United States while I have been engaged on it. But I have been deeply
indebted to Mrs. Olga Gankin of the Hoover Library and Institute at
Stanford for her unfailing kindness in answering my most pertinacious
enquiries and in supplying information from the rich and still partly
unexplored resources of the library. Few scholars appear so far to
have worked on the Trotsky archives in the Houghton Library of
Harvard University ; nor, so far as I know, has any systematic account
yet been published of what they contain. This is a most serious gap
in our knowledge of Soviet history.

My special thanks are due to Mr. Isaac Deutscher, the biographer
of Stalin and Trotsky, both for reading and criticizing a substantial
part of my manuscript and for putting at my disposal notes made by
him from the Trotsky archives during a visit in 1951; to Herr Heinrich
Brandler for giving me his personal recollections of the events of 1923;
to Mr. Maurice Dobb and Mr. H. C. Stevens for lending me books and
pamphlets which I should otherwise have missed; to Mrs. Degras for
once more volunteering to read the proofs, and to Dr. Ilya Neustadt
for compiling the index — two particularly onerous tasks, the discharge
of which places both the author and his readers very much in their debt.

The Bibliography is a continuatinn of the one which appeared at
the end of the third volume of The Bolshevik Revolution, 1917-1923,
and has the same limited scope. Some critics of that volume com-
plained that I had not supplied a complete bibliography, including
secondary sources. This is a counsel of perfection ; and I must with
regret leave the compilation of such a work to other hands. Secondary
sources which I have found useful are cited in the footnotes.

E. H. CARR
January s, 1954
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PART I
THE SCISSORS CRISIS






CHAPTER I

MARKING TIME

worthy revival was discernible in the Soviet economy — a

revival due partly to the natural process of recovery from the
long ordeal of war and civil war, partly to the excellent harvest
of 1922, and partly to the new policies which had been inaugurated
in March 1921. Production had risen steeply both in agriculture
and in rural and artisan industry, and less steeply in factory
industries producing consumer goods (and as yet hardly at all in
the heavy industries producing capital goods); while the peasant
was the principal beneficiary of NEP, the industrial worker had
been freed from labour conscription, and his miserable standard
of living had to some extent risen; both internal and foreign
trade were being developed; the foundation of a fiscal system
and a working state budget had been laid, and the first steps taken
towards the creation of a stable currency. On the other hand,
none of these aims was distinctively socialist. The structure
of the economy was capitalist or pre-capitalist except for the
nationalized industries; and these had been obliged to adapt
themselves to a quasi-capitalist environment through the obliga-
tion laid on them to conduct their business on commercial
principles. The successes of NEP had been achieved by resort
to capitalist methods and brought with them two incidental con-
sequences which Marxists had always regarded as characteristic
evils of capitalism — large-scale unemployment and violent price
fluctuations. The problem which had dogged the victorious
revolution since 1917, and was inherent in the attempt to effect
the transition to socialism in a predominantly peasant community,
was jts dependence on the support of the peasantry. In 1921 a
temporary solution seemed to have been found in the adoption
of NEP; the alliance with the peasantry had been so securely
welded that it would hold until the spread of the proletarian

3

IN the winter of 1922-1923, after two years of NEP, a note-
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revolution to Europe brought relief to the struggling Russian
proletariat. But, at the moment of Lenin’s final withdrawal from
the scene, this assumption was for the first time severely chal-
lenged. A revival of economic tension, primarily due to wild
fluctuations in market prices, opened a new rift between industry
and agriculture, between proletariat and peasantry, and called in
question the tenability of the NEP compromise.

Attention has already been drawn to certain inconsistencies in
the attitude to NEP revealed in the pronouncements of the party
and of Lenin himself, turning on the equivocal position of the
peasant as the necessary ally of the proletariat but the ultimate
obstacle to be overcome on the road to socialism.! Lenin had
been fully conscious at an early stage of NEP of the anomalies
inherent in it :

There are more contradictions in our economic reality than
there were before the new economic policy : partial, small im-
provements in the economic position among some strata of the
population, among a few; complete inability to make economic
resources square with indispensable needs among the rest,
among the many. These contradictions have grown greater.
And it is understandable that, so long as we are going t%'lrough
a sharp turn, it is impossible to escape from these contradictions
all at once.?

When, at the eleventh party congress in the spring of 1922, under
pressure from those who dwelt on the disastrous consequences of
NEDP for industry, Lenin announced the ending of the *‘ retreat **,3
it was a natural deduction that there would be no more concessions
to the peasant. Yet at the same congress he dwelt with the utmost
emphasis on the need to ‘‘ restore the link ”’, to come to the help of
“‘ the ruined, impoverished, miserably hungry *’ small peasant —
‘““ or he will send us to all the devils ’.4# In his speech at the
fourth congress of Comintern in November 1922 — his last public
speech but one — Lenin spoke both of the satisfaction that had
been given to the peasant and of the need for state subsidies for
heavy industry (‘‘ unless we find them, we are lost ’).5 A week

1 See The Bolshevik Revolution, 1917—~1923, Vol. 2, pp. 274-279.

2 Lenin, Sochineniya, xxvii, 71.

3 See The Bolshevik Revolution, 1917-1923, Vol. 2, p. 277.

4 Lenin, Sochineniya, xxvii, 231.
5 See The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 295, 316-317.
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later, in his last speech of all, he referred to the ‘‘ retreat >’ as

still in progress, and added frankly :

Where and how we must now re-form ourselves, adapt our-
selves, re-organize ourselves so that after the retreat we may
begin a stubborn move forward, we still do not know.*

In one of his last articles, written in January 1923, he described
the Soviet order as ““ founded on the collaboration of two classes,
the workers and the peasants ”’, and laid down what he regarded
as the major task of the party:

If serious class antagonisms arise between these two classes,
then a split will be unavoidable; but in our social order there
are no fixed and inevitable grounds for such a split, and the chief
task of our central committee and central control commission,
and of our party as a whole, is to watch attentively those cir-
cumstances out of which a split might arise and anticipate them,
since in the last resort the fate of our republic will depend on
whether the peasant mass goes with the working class and
remains faithful to its alliance with that class, or whether it
allows the ‘“ nepmen ”, i.e. the new bourgeoisie, to divide it
from the workers, to split it away from them.?

Thus, while Lenin had appeared in 1922 to voice the demand for a
resumption of the march towards socialism, his last injunction was
to keep the link with the peasantry in being at all costs. So long as
the compromise held, all was well. But, in any crisis which made
the existing compromise unworkable without further concessions
to one side or the other, any course of action could be supported
by appropriate quotations from the fountain-head.

The first signs of crisis began to appear when, in the winter
of 1922-1923, the terms of trade between agricultural and in-
dustrial goods, hitherto favourable to the former, began to move
slowly but steadily in favour of industry. NEP had given the
peasant the opportunity to recoup himself, after the privations
and terrors of war communism, by extracting from the town-
dwellers a high price for his products; the land law of May 1922,
confirmed by the new agrarian code at the end of the year, gave

1 ienin, Sochineniya, xxvii, 362.

2 Ibid. xxvii, 405; Lenin’s “ testament’’ also emphasized agreement

between workers and peasants as the fundamental basis on which the party
rested (see p. 258 below).
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him security of tenure;! and the steps taken to restore orthodox
finance and stabilize the currency promised protection to the
peasant against a currency inflation the cost of which had fallen
heavily on him. After the wonderful harvest of 1922, the peasant
was more prosperous than at any time since the revolution, and
was, as Lenin noted, well satisfied with his lot.2 It was true'that
the process of equalization of holdings and resources between
different categories of peasants which was set in motion after the
October revolution and intensified by the requisitions of war com-
munism had now been reversed. The inherent tendency of NEP
to encourage differentiation between different strata of the
peasantry continued unchecked. At one end of the scale more
poor peasants were sinking below the level of self-sufficiency and
had to hire out their land or their labour in order to live; at the
other end the kulaks were producing larger surpluses for disposal
on the market. The extension within the peasantry of the
practices of leasing land and hiring labour, which had been held
in check in the first vears of the revolution, was the symptom of
this differentiation.3 According to statistics compiled by Vserabot-
zemles, the agricultural workers’ trade union, at the end of 1923,
400,000 peasants (or 2 per cent of the total number) employed

! See The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 289, 296-297.

2 See tbid. Vol. 2, p. 295.

3 S. G. Strumilin, Na Khozyaistvennom Fronte (1925), pp. 230-261, contains
a careful statistical study of these processes originally published in April 1923.
A detailed analysis, which appeared in the trade union newspaper, Trud, of the
peasantry in one province of the Ukraine (Odessa) showed that out of 577,000
households 11,000 had no cultivated land at all, another 162,000 had no animal,
and could not grow enough to be self-supporting. A further 137,000 had one
animal ; their situation was precarious. Peasants who were not self-supporting
could not find employment in the towns (industrial unemployment was worse in
the Ukraine than elsewhere — see p. 50 below), or in the collective farms, which
were not in a flourishing condition, or in the Sovkhozy (see The Bolshevik
Revolution, 1917-1923, Vol. 2, pp. 155-156, 289-290), which were more or less
derelict, employing only 3000 workers in the whole province, and leasing most
of their land. There was therefore no option but to become batraks, i.e. hired
workers on the land of more prosperous peasants. In brief, ‘ a sharp division
exists between ‘ strong’ and ¢ weak ’ households >’ and * the ¢ weak ’ house-
holds perish, filling the ranks of the batraks ’ (Trud, September 26, 1923). A
year later, at the thirteenth party congress, Kamenev, apparently quoting from
a monograph issued by the central statistical administration, classifigd the
peasant population as follows : 63 per cent poor peasants, forming 74 per cent
of the total number of households, cultivating 40 per cent of the area under
crops, and owning 50 per cent of the animals; 23 per cent middle peasants,
forming 18 per cent of the households, cultivating 25 per cent of the area under
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600,000 hired workers.! Both figures certainly represent a serious
understatement. But the proportion of employed to employers
shows that the process had not yet gone very far. For the moment,
the picture of a prosperous and contented peasantry which had
left behind for ever the horrors of requlsmomng and war com-
munism represented a fair approximation to the truth; and the
arguments for letting well alone seemed still 1mpregnable.
Towards the end of 1922, after the excellent harvest of that
year, a small quantity of grain had been exported from Soviet
Russia for the first time since the revolution ; and a lively demand
was now heard for action to stem the progressive fall in grain
prices by promoting exports of grain. Narkomfin, the champion
at this time of peasant interests and now also concerned to
build up the foreign currency reserves of Gosbank, came out
strongly in favour of grain exports; and, on its instigation,
the tenth All-Russian Congress of Soviets in December 1922
came out with a recommendation to expand exports of grain and
raw materials.2 The distribution of seed to the peasants on an
unprecedented scale was announced in a decree of January 17,
1923, which described an increase of the areas under crops as
‘“ the foundation of the welfare not only of the peasant, but of
the whole state ”’; and another decree promised land ‘‘ in border
regions where land is abundant >’ to agricultural immigrants.3
Industry presented a more difficult problem than agriculture,
if only for the basic reason that, while agriculture, in the favourable
harvest of 1922, had attained some three-quarters of average pre-
war production over the same area, industry had at the same period

crops, and owning 25 per cent of the animals; and 14 per cent rich peasants
forming 8 per cent of the households, cultivating 34 per cent of the area under
crops and owning 25 per cent of the animals (Trinadtsatyi S’ezd Rossiiskoi
Kommunisticheskoi Partii (Bol’shevikov) (1924), pp. 408-409). Examples of the
way in which legal limitations on the right to hire labour were evaded by such
devices as fictitious mamages or adoptxon, or the rendering of labour in return
for advances of grain or seed, are given in L. Kritsman, KI Rassl v
Sovetskoi Derevne (1926), pp. 163-164.

¥ XTI Viserossiiskii S”exd Sovetov (1924), p. 47 ; the statistics also showed
100,000 workers on Soviet farms, 100,000 in forestry and 100,000 on specialized
forms of agricultural production (fruit, vegetables, etc.). For an account of
Vsersbotzemles see Trud, December 2, 1923 ; it was founded in 1920 for
workers on Soviet farms or in artels and communes (these being later excluded),
but it never became an effective organization.

2 S”exdy Sovetov RSFSR v Postanovileniyakh (1939), p. 268.

3 Sobranie Usakonenii, 1923, No. 4, art. 73 ; No. 10, art. 128.
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3 Sobranie Uzakonenii, 1923, No. 4, art. 73 ; No. 10, art. 128.
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reached little more than a quarter of its pre-war output.” What
had happened to agriculture under NEP, whether welcome or
not, was exactly what had been foreseen. What had happened to
industry was far more complex and baffling. Industry fell into
three categories. The first consisted of rural industry and small
artisan industry conducted mainly in the countryside. This had
shared in the impetus given by NEP to agriculture, and had
recovered since 1921 at a far more rapid rate than factory industry,
and to some extent at its expense.? But such a development merely
tended to make the rural community more self-supporting, to
strengthen the kulak element in the countryside, and to destroy
the * link ” between peasantry and proletariat, between country
and town, which NEP purported to establish. The second
category consisted of factory industry producing consumer goods
for the market : this had recovered in the summer of 1922, through
the formation of quasi-monopolistic syndicates, from the raz-
bazarovanie crisis of the previous winter,3 but was now on the
verge of a new crisis due to the inflation of prices inherent in this
process. The third category consisted of heavy industry producing
capital goods or supplies and services essential to the economy as a
whole, and not working primarily for a consumer market: the
metallurgical industry and the heavy engineering and chemical
industries, together with mining and transport, were the principal
items in this category. An important distinction between the
two categories of large-scale industry was in the method of their
financing. Since the revival of the banking system at the end of
1921,4 the consumer industries had been financed by Gosbank
and Prombank on commercial principles and in virtue of their
profit-earning capacity. Heavy industry and transport, operating
at a loss and unable to obtain bank credits, continued to be
financed by direct subventions from the state, out of which they
paid their wages bills or purchased raw materials and equipment.s

' Dvenadtsatyi S ezd Rossiiskoi K isticheskoi Partii (Bol’shevikov)
(1923), p. 25; for the figures of industrial production see Y. S. Rozenfeld,
Promyshlennaya Politika SSSR (1926), p. 515.

2 See The Bolshevik Revolution, 1917~-1923, Vol. 2, pp. 297-299, 310.

3 See ibid. Vol. 2, pp. 312-315.

4 See ibid. Vol. 2, pp. 356-357.

5 In the financial year 1922-1923 state subventions to heavy industry still

exceeded bank credits to the rest of industry : in subsequent years this relation
was reversed (Y. S. Rozenfeld, Promyshlennaya Politika SSSR (1926), p. 421).
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Without such subventions production and services essential to
the economy as a whole would have come to a standstill.

While, therefore, both categories of large-scale industry were
involved in the crisis of 1923, very different considerations affected
them. Since the autumn of 1921 the consumer industries had
been constantly adjured to apply the principles of kkozraschet and
warned that their efficiency would be measured by their capacity
to earn profits. Thanks to generous credit facilities, and to the
monopoly position established by the syndicates, they had driven
up prices and earned substantial profits. By the summer of 1923
they had increased their production, built up their stocks and
restored their working capital. Nor was it easy to blame them.
The formal decree defining and confirming the status of the
industrial trusts, which was issued only just before the twelfth
party congress, described them as enterprises operating ‘‘ with
the object of earning a profit .Y As late as July 1923 Vesenkha
issued an order which repeated and elaborated the prescriptions
of the decree and referred to profit-making as ‘‘ the guiding
principle of the activity of the trusts ’.2 It was, however, this
policy which led, or largely contributed, to the scissors crisis.

Heavy industry was in a far graver plight. In 1922 it had
recovered scarcely at all from the low level of the two preceding
years.3 It suffered in a higher degree than the consumer industries
from those basic weaknesses which were the direct result of war,
revolution and civil war : an obsolete and worn-out plant, shortage
of raw materials, dispersal of its always limited resources in skilled
labour, and swollen overhead costs.# No serious reorganization

1 See The Bolshevik Revolution, r917-1923, Vol. 2, p. 309.

2 Sbornik Dekretov, Postanovlenii, Rasporyazhcnii i Prikazov po Narodnomu
Khozyaistvu, No. 7 (10), ]uly 1923, pp. 37-38; it was read by Rykov at the
thlrteenth party conference in January 1924 (Trinadtsataya Konferentsiya Ros-

| K h i Partii (Bol’shemkav) (1924), pp. 9-10) as an example
of the erroneous polxcy prevailing in 1923. Its author was Pyatakov.

3 See The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 311, 315-316.

4+ At the Sormovo engineering works the number of workers directly engaged
on production fell between 1913 and 1922 from 6497 to 3708; subsidiary
workers increased in the same period from 4187 to 6121 and employees from
1230 jo 2188 ; the proportion of subsidiary workers and employees to workers
engaged on productmn rose from 83 per cent in 1913 to 224 per cent in 1922
(Trud, February 3, 1923). In all major industries, except the chemical industry
(where the increase was smaller), the proportion of employees to workers was
estimated to have doubled since 1913 (#bid. October 25, 1923).
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to take account of changed conditions had been possible so long
as the civil war lasted; and NEP in its initial stages had been
unfavourable to measures of centralization. At the outset, there-
fore, and even after the formation of the trusts, the picture pre-
sented by heavy industry was of a large number of factories each
working at a small fraction of its capacity.” None of the devices
which enabled the consumer industries, once the first shock was
over, to adapt themselves to commercial conditions, and to meet
some, at least, of the problems of reorganization and rationaliza-
tion on a rising market, was open to heavy industry producing
capital goods. The need for rationalization was here more urgent
than anywhere: the first step towards the salving of heavy
industry was to concentrate the contracted volume of production
in the least obsolete and least inefficient factories. But this
involved the wholesale dismissal of skilled workers who formed
the core of the class-conscious proletariat and the main bulwark
of Bolshevism in the working-class. The party leaders long
shrank from the application of the ruthless, but necessary, surgical
knife.2 In February 1923 Vesenkha set up a commission for the
concentration of industry.? But effective measures of concentra-
tion also required, on a short view, additional capital expenditure
and increased demands on the state budget. From these complex

t Figures for the first quarter of 1923 are given in Y. S. Rozenfeld, Promy-
shlennaya Politika SSSR (1926), pp. 222-223. Conditions were best in Moscow
where the factories of the engineering trust were working at 38 per cent of
capacity ; the corresponding figure for the Petrograd engineering trust was 11
per cent, and the Putilov works in Petrograd were working at only 4'3 per cent
of capacity. Conditions were better in the consumer industries, though accord-
ing to the figure given to the twelfth party congress, industry as a whole was only
working at 30 per cent of capacity (Dvenadtsatyi S’ exd Rosstiskoi Kommunisti-
cheskoi Partii (Bol'shevikov) (1923), p. 339). .

2 In January 1923 the decision was taken in the interests of rationalization
to close down the Putilov engineering works in Petrograd, one of the great
Bolshevik strongholds in 1917 ; Zinoviev appealed to the Politburo and secured
a reversal of the decision at the last moment (L. Trotsky, The Real Situation in
Russia (n.d. [1928], pp. 276-277). Six months later the organ of STO argued
that, in spite of the urgent need to reduce high costs, the rationalization of the
Petrograd engineering industry ‘‘ must not increase unemployment *’ (Ekonomi-
cheskaya Zhizn’, June 17, 1923). Shortly afterwards, the Petrograd engineering
trust was reported to be working at a loss, of which go per cent was ajtribu-
table to the Putilov factory (7rud, August 23, 1923); Rykov in a speech of
December 29, 1923, confirmed that both it and the Bryansk engineering works
had been kept open * for political reasons *’ (Pravda, January 3, 1924).

3 Y. S. Rozenfeld, Promyshlennaya Politika SSSR (1926), pp. 224-225.
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embarrassments there was no escape. The capital industries
could achieve no recovery in the backward Russian economy,
where accumulation of capital through voluntary savings could
not be expected, without state intervention and state credits, and
without a radical process of reorganization which in its immediate
results was bound to bear heavily on the industrial workers. On
any view the balance-sheet of NEP in respect of industry was
highly disquieting. It had stimulated those primitive and back-
ward local industries which tend to be superseded in any advanced
economy ; it had failed altogether to help the heavy industries,
the essential key to industrial progress; and it had enabled the
large consumer industries to survive only by measures of self-help
which bore hardly on the peasant and were bound in the long
run to destroy the balance between town and country which it
was the main purpose of NEP to promote.

The state of trade and distribution was no less disquieting
than that of industry. It was disquieting from two points of view.
In the first place, NEP brought into the open the mass of private
traders who had eked out an illegal existence in the penumbra of
war communism, and encouraged the appearance of many more,
so that the great bulk of retail trade was now conducted by private
traders, greater and lesser nepmen, whose energy and resource-
fulness, in conditions of free competition, drove the state trading
institutions and the cooperatives from a large part of the field.
Figures compiled early in 1924 showed that 83-4 per cent of
retail trade was in private hands, leaving 10 per cent to the co-
operatives and only 6:6 per cent to the state organs and institutions.?
Soviet trusts themselves often used nepmen as agents in trans-
actions with one another, and were known to offer larger discounts
to private traders than to state institutions; Gosbank was some-
times accused of favouring private traders in the allocation of
credits.2 A complaint was even heard that trusts and other Soviet
economic institutions protected their nepmen-agents against the

¥ Trinadtsatyi S’’exd Rosstiskoi K isticheskoi Partii (Bol’shevikov)
(1924), p. 404. On the other hand, the government held the commanding
positipn in wholesale trade : of the total volume of trade, Zinoviev said that
36 per cent was in government hands, leaving 64 per cent for private capital
(ibid. p. 93).

2 Z. V. Atlas, Ocherki po Istorii D, hnogo Obrashcheniya v SSSR (1917-
I925) (1940), p. 18s.
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tax-gatherers of Narkomfin by refusing, on the score of ‘‘ com-
mercial secrecy ’, to divulge payments made to them.! Such
phenomena, however anomalous at first sight, were only to be
expected. Once khozraschet and unfettered competition were the
order of the day, the trained and experienced merchant enjoyed
every advantage over the newly created and bureaucratically inspired
state trading institutions and even over the cooperatives, especially
since the efficiency and independence of the latter had been
sapped in the long struggle with the state authorities. It was
admitted that prices of commodities in the private market were
generally lower than in the state shops ; and Lezhava, the president
of the commission for internal trade (Komvnutorg), applied to the
private trader a well-known Russian proverb: “ Let him be a
cur for all I care, if he brings the goods .2

The second ground for disquiet was the high cost, and low
efficiency, of the distributive machine as a whole, whether in
public or in private hands. Inefficiency in distribution sprang
from the same causes as low productivity in industry: to make
good the destruction and disintegration wrought by the successive
ravages of war, revolution and civil war was, both in human and
in material terms, an uphill task. Indices of wholesale and retail
prices constructed on the basis of corresponding prices for 1913
showed that the margin between wholesale and retail prices had
widened by some 20 per cent since that time, and was widening
still further throughout 1923.2 While Narkomfin continued to
blame the trusts and syndicates for the high prices of industrial
goods, the middleman was the more popular scapegoat. The
press of 1923 was full of apparently well-grounded complaints
about the number of hands through which goods passed on their
way from the factory to the consumer and the profits and com-
missions exacted at each stage. Since a revival of trade was an
essential condition of NEP, it was not inappropriate that the first

! Vtoroi S’exzd Sovetov Soyuza Sovetskikh Sotsialisticheskikh Respublik
(1924), p. 158.

2 Trud, October 5, 1923 ; Ekonomicheskaya Zhizn’, October 15, 1923. For
Komvnutorg see The Bolshevik Revolution, 1917-1923, Vol. 2, p. 344.

3 See the table in L. N. Yurovsky, Na Putyakh k Denezhnoi Reforme,(2nd
ed., 1924), p. 75 (quoted on p. 33 below) ; a different calculation (ibid. p. 85)
shows an even wider margin. The English translation of this work under the
title Currency Problems and Policy of the Soviet Union (1924) is somewhat
abbreviated, but contains a supplementary chapter.
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serious crisis of the new economic policy should take the form of a
crisis of prices.

The criticism of current economic policy which, though still
largely inarticulate and unformulated, began to be heard more
and more insistently in the winter of 1922-1923 turned first and
foremost on the need to come to the aid of the heavy industrial
sector of the economy. The organ of STO, Ekonomicheskaya
Zhizn’, devoted a leading article on January 25, 1923, to a demand
for economies in the budget (in what sector of it was discreetly
left unstated) in order to release funds to help heavy industry.
A spokesman of industry protested in 7rud on March 10, 1923,
against talk of further state intervention in favour of the peasant
at the expense of industry: industry ‘ requires from the state
not a diminution of protection, but on the contrary an increase
of it . But such pleas, once they went beyond vague generalities,
quickly led to conclusions incompatible with the official party line,
since they could be satisfied only by increasing the budget deficit
and by swelling still further the volume of paper currency, or
by increasing the burden of taxation on the peasant. The year
1923 became a time of constant and bitter struggle between
Narkomfin, its course now firmly set for financial reform and a
balanced budget, and therefore determined at all costs to cut down
state subsidies to industry, and those who believed that the
restoration of heavy industry, through a simultaneous process of
concentration and expansion, both involving capital outlays, was
in the long run the only path to economic recovery and the
advance towards socialism. Since the restoration of heavy
industry was necessarily dependent on the development of
planning, the second view tended to find its most vocal advocates
in Gesplan, on which the hopes of Trotsky had also long centred.!
To the demands of Narkomfin for economies the spokesmen of
Gosplan retorted that only those economies were laudable which
did not result in ‘‘ stagnation in our economy and serious diffi-
culties in restoring it owing to the further deterioration of trans-
port and heavy industry ”, and that a sound policy of advances
to industry was being sacrificed to fiscal considerations.2 On the
other hand, the campaign to increase grain exports, which was

! See The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 379-381.
2 Ekonomicheskaya Zhizn’, April 24, 1923 (article by V. Smirnov), May 19, 1923.
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strongly supported by Narkomfin for the double purpose of aiding
the peasant and of building up reserves of gold and foreign cur-
rency, encountered opposition in Gosplan, where the majority
of the presidium held its ground and remained firmly wedded
to the policy of cheap food and the planned development of
industry. Strumilin cogently stated the arguments against grain
exports. He conjured up the danger of restoring Russia to her
former status as ‘‘ an agricultural colony of the bourgeois west >’
with the consequences of the destruction of Russian industry and
the renewed dependence of Russia on the capitalist world. It
was pointed out that only the well-to-do peasants who had grain
to sell — not more than 15-20 per cent of the whole — would
benefit by a rise in prices; the great mass of the peasantry was
either barely self-supporting or a purchaser of grain. In any case
it was an ‘“ elementary truth ” that the healthy development of
agriculture was dependent on the expansion of industry.? But
these theoretically powerful arguments of a long-term character
carried little weight with political leaders faced with the urgent
need to provide the peasant with strong enough incentives to
produce the wherewithal to feed urban populations and prevent
the price-level turning further against him; increased facilities
for the export of grain seemed, under the conditions of NEP, the
convenient and most effective means of attaining this vital object.

Responsible party critics of economic policy in the first months
of 1923 fell into two groups. The first group was concerned
with the adverse effects of NEP on heavy industry, and sought
first and foremost to mitigate these effects through an extension
of state subsidies — if necessary, by curtailing the benefits which
NEP had conferred on the peasant or increasing the burdens on
him. Preobrazhensky, always keen to expose the shortcomings
and anomalies of NEP,2 who had criticized Lenin as early as
December 1921 for describing war communism as a mistake, and
argued that this mistaken terminology might lead later to mistakes
about the goal of the revolution,® was the outstanding theorist
of the group, Pyatakov, the vice-president of Vesenkha, its ablest

1 S. G. Strumilin, Na Khozyaistvennom Fronte (1925), pp. 215-217¢ the
article setting forth thése arguments was originally published in April 1923.

2 See The Bolshevik Revolution, 19171923, Vol. 2, pp. 291-293, 379.

3 Vserossiiskaya Konferentsiva RKP (Bol’shevikov), No. 2 (December 20,
1921), P. 22.
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representative in the economic administration. Trotsky stood
near to the position of this group, but did not share it to the full.
He had whole-heartedly accepted NEP; he had indeed been the
first to propose it.! But he insisted on the purpose of NEP as
‘“ the utilization by the workers’ state of the methods, procedures
and institutions of capitalist society in order to build, or to prepare
the way to build, a socialist economy *’ ; 2 and he was predisposed
to welcome any measure which signified the ending of the
‘“ retreat . 'This attitude was linked with his insistence on the
need for planning, since planning was the condition of a revival
of heavy industry and therefore of a renewed advance towards
socialism.3 It was no accident that Trotsky should have become
in the winter of 1922—1923 the spokesman of industry in the
Politburo, where he more than once pressed the demand for a
more generous credit policy.4 There was thus ample material
available to those who began in 1923 to charge Trotsky with
‘“ underestimating >’ the peasantry, though the charge was not
altogether justified in the form in which it was made, and later
assumed dimensions wholly disproportionate to the grain of truth
contained in it. A second group of which Krasin was the most
important party representative, but which probably enjoyed wide
support among officials and managers in industry,5 regarded the
extraction of further surpluses from the peasant as impracticable
or undesirable, and pursued the hope of foreign credits. This

' See The Bolshevik Revolution, 1917—1923, Vol. 2, p. 280.

2 Dvenadtsatyi S”exd Rosstiskoi K isticheskoi Partii (Bol’shevikov)
(1923), p. 282.

3 Trotsky said at the twelfth party congress : ‘° If we had not worked at an
economic plan, checking it, verifying it, modifying it in course of execution, our
transport, our heavy industry would have gone to the scrap-heap. Of course
heavy industry would have been resuscitated through the market in 10 or 20
years, but by that time in the form of private capitalist industry ** (ibid. p. 307).

4 Trotsky’s note to the Politburo, on this point, of February 13, 1923, is
in the Trotsky archives; support for industry was also implicit in Trotsky’s
insistence at this time on more comprehensive planning and greater power for
Gosplan (see The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 379-380).

5 It was compromising to Krasin in party circles that his views corresponded
so closely with those of a group of former bourgeois professors and economists,
who were still teaching in Soviet universities ; during 1922 this group issued
several numbers of a journal entitled Ekonomist, which was still tolerated as a
learndd publication, and the main theme of which was the impossibility of
restoring the Soviet economy without foreign aid based on a return to capitalist
principles. Krasin’s views seem at this time to have been regarded in the party
as useful for export, but were not otherwise taken very seriously.
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group not only accepted NEP to the full, but wished to carry it
to what seemed the logical conclusion of a more conciliatory
attitude towards the capitalist Powers. The weakness of this
proposal was that the experiences of the Genoa and Hague con-
ferences had demonstrated the stringency of the terms on which
foreign credits could be obtained, and that Lenin, by rejecting
the Urquhart agreement against Krasin’s advice,! appeared to have
turned away from this policy.

Such was the situation when, in the weeks following Lenin’s
second severe stroke of March 9, 1923, preparations were hastily
made for the twelfth party congress.?2 During the preliminary
discussions in the Politburo, Trotsky referred to his ‘‘ differences
on the economic questions >’ with the majority, but found the
other members unwilling to discuss them or even to admit their
existence.? The time was not ripe; the issues themselves were
not yet fully clear; and, so long as Lenin himself might yet
recover sufficiently to take a hand in party disputes, nobody
wanted to bring them to a head. In accordance with precedent
draft resolutions on major questions for submission to the con-
gress were prepared in the Politburo and carried its collective
authority. It was arranged that the principal report on the policy
of the central committee during the past year should be made by
Zinoviev, that Trotsky should submit a special resolution on
industry and Kamenev one on taxation of the peasant. The
agreed texts carried certain differences of nuance, but any open
clash of opinion was avoided. Basic economic issues were
ventilated at the congress by other members of the party and to
some extent even by the leaders. But the prior agreement in the
Politburo to refrain from radical and controversial decisions
limited the scope of the debate.

Notwithstanding this restraint, no pains were spared by the

t See The Bolshevik Revolution, 1917—1923, Vol. 3, p. 432.

2 For these preparations see pp. 272-273 below.

3 L. Trotsky, Moya Zhizn’ (Berlin, 1930), ii, 227-228; in L. Trotsky,
Stalin (1946), p. 366, they have become ‘‘ serious differences . Rykov g year
later referred to the argument as ‘‘ a little discussion which did not go beyond
the limit of the central committee *’ (Trinadtsataya Konferentsiya Rosssiskoi

Kommunisticheskoi Partii (Bol’shevikov) (1924), p. 6). For an account of relations
between the party leaders on the eve of the twelfth congress see pp. 270-272 below.
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party leadership to make the defence of the peasant, and of the
“link ”’ between proletariat and peasantry established by NEP,
the keynote of the congress. On the eve of the congress the
official economic organ proclaimed that the export of grain and
the need to temper the burden of taxation on the peasant were the
two most important issues confronting it.! By a symbolical
gesture 30 non-party peasants were given seats in the congress
hall.2 Zinoviev, as the chief spokesman of the party, made himself
their champion. He warmly rebutted the charge of a ‘‘ peasant
deviation *’; if the policy of the party central committee was a
deviation, Lenin himself, the progenitor of NEP, was the author
of it. The peasant was the key to everything. Taxation must not
fall too heavily on him; export of grain must be encouraged in
order to raise grain prices; the national question must be con-
sidered from the angle of the peasantry of the border regions;
the cost of the administrative apparatus must be reduced; even
anti-religious propaganda must be so conducted as ‘ not to
irritate the peasant ”’.3 In one passage he seemed to recognize
the vulnerability of NEP by making a half-jesting distinction
between ‘‘ the new economic policy ”’ and the word ‘“ NEP ”’,
which brought to the mind a picture of ‘ the nepman and his
unpleasant features . But the gist of the speech was a cautious
verdict in favour of the status quo.

The only important thing, comrades, is that we should
continue to look at NEP correctly, that we should clearly

1 Ekonomicheskaya Zhizn’, Aprxl 16 1923.

2 Dvenadtsatyi S’’ezd R K isticheskoi Partii (Bol’shevikov)
(1923), p. 416.

3 Two resolutions of the congress referred to the importance of not insulting
the religious feelings of believers (VKP(B) v Rezolyutsiyakh (1941), i, 514, 521).
An article in Pravda, May 8, 1923, referred to the deep roots of religion among
the peasant population and the need for ‘‘ great caution, great skill *’ in eradicat-
ing them : ‘‘ otherwise we shall achieve nothing but the creation of new legends *’.
A circular from the trade union central council requested trade unions *‘ to
behave with complete tolerance and tact to the religious convictions of their
members and not repel them from the unions by insulting their religious feeling
with thoughtless and tactless attacks >’ (7rud, June 9, 1923). The change of
policy in anti-religious propaganda may be connected with an incident mentioned
by Tgotsky which must have occurred late in 1922 ; according to L. Trotsky,
Moya Zhizn’ (Berlin, 1930), ii, 213, Stalin appointed Yaroslavsky as Trotsky’s
deputy in the department of anti-religious propaganda as a step to get it away
from Trotsky’s control, and Lenin, after his return to work, expressed dis-
approval of this appointment.
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recognize that it is a question of the link with the Eeasant, not
with the nepman, and that we should understand that we must
resist all those who see in this a so-called “ peasant deviation .t

The first resolution recognized that ‘‘ agriculture will long remain
the foundation of the economy of the Soviet land *’, and advocated
export of grain in order to raise grain prices and provide ‘““a
stimulus for the peasant to increase the area under the plough .
The importance of ‘‘ the link between the working class and the
peasantry >’ was once more stressed. Industry must put its own
house in order : * the specific weight of state industry in the whole
economy of the country can be increased only by degrees and only
through the organization of industry to raise its profitability, etc.”’ 2

At a later stage of the proceedings Kamenev reinforced the
same doctrine in introducing a separate resolution on the taxation
of the peasant. In a speech copiously interlarded with quotations
from Lenin, he explained that the question of ‘ mutual relations
between the proletariat and the peasantry in the Soviet land > was
“ the fundamental question of the dictatorship of the proletariat
in the present period ’’. The land decree of October 26/November
8, 1917, had been the first *“ treaty >’ between them ; the introduc-
tion of the tax in kind under NEP was the second. Lenin’s last
published article, and a report by Frunze from the province of
Ivanovo-Vosnesensk on ‘“ the serious discontent of the peasantry
with the policy of the Soviet power ”’, were quoted in support of
the proposition that the burden on the peasant must be alleviated.
The concrete proposals were to convert the tax in kind into
monetary terms, to unify it, and to raise grain prices by stimulating
exports of grain. This Kamenev described as ‘‘ the last battle
between capitalism and communism ’’ — to be fought not on the
battlefields of the civil war, but “ in the sphere of the peasant
economy .3 A briefer and more detailed speech from Sokolnikov
gave some figures. Taxes on the peasant in the current year were
estimated to bring in 390 million gold rubles; for the next year,
1923—-1924, it was proposed to raise the total to 400 millions; but,
since a 16-18 per cent increase in the area under crops was

! Dvenadtsatyi S’’ezd Rossiiskoi Kommunisticheskot Partii (Bol’she.vikov)
(1923), pp. 23-26, 32-39.

2 VKP(B) v Rezolyutsiyakh (1941), i, 472-473.

3 Dwvenadtsatyi S’ezd Rossiiskoi Kommunisticheskoi Partii (Bol’shevikov)
(1923), pp. 388-412.
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expected, this would mean a substantial reduction in the demand
on the individual peasant.? The resolution recorded the decision
to relieve the burden of taxation on the peasant by offering him
the alternative of payment in cash or in kind, by unifying all
existing taxes into a ‘‘ single agricultural tax ”’, and by taking
account of local and individual conditions in fixing the assessment.
Officials were particularly enjoined to explain the necessity and
purpose of the tax to the peasant in sympathetic terms.?

Between these impressive pronouncements by Zinoviev and
Kamenev on behalf of the peasant, which fell respectively at the
beginning and almost at the end of the congress, came the com-
plaints of the critics, who spoke in the debate on Zinoviev’s
report, and Trotsky’s report on industry. Larin, in a speech full
of personal recrimination which clearly put the congress against
him, proposed a 20 per cent increase in taxes on the peasant in
order to secure a correct distribution of resources between
agriculture and industry: this represented the case of industry
in its naked and extreme form. Krasin pleaded the cause of
industry from a different standpoint. In a recent article in
Pravda, which had attracted attention and resentment, he had
protested against too much state interference with industry and
demanded ‘““a maximum of production and a minimum of
control >3 In his speech at the congress he showed himself
sceptical of the possibility either of helping the peasant or of
developing industry out of native resources, and continued to pin
his faith on foreign loans and concessions: the weakness of his
case was that, while nobody contested the desirability of this
expedient, few believed it practicable on any terms which the
régime could conceivably accept.4 Preobrazhensky, whose views

! Ibid. p. 420.

2 VKP(B) v Rezolyutsiyakh (1941), i, 488-491.

3 Pravda, March 24, 1923 ; Martynov, a new convert from Menshevism,
replxed (ibid. April 4, 1923) that this plea had been heard ‘‘ in recent years ”’
from ‘“ managers of all colours and tendencies ”’, and that Krasin’s fundamental
error was a desire to replace political action by economic management before
class contradictions had been eradicated. In a further article Krasin sarcastically
enquired whether the ‘ link *’ with the peasantry could be achieved through
‘“ the gontinued ruin of our heavy mdustry (1b1d Apnl 15, 1923).

4 Dvenadtsatyi S”exd R koi K koi Partii (Bol’shevikov)
(1923), pp. 101-104, 116-119; Krasin reiterated his plea in a second speech

(¢bid. pp. 351-355) In an interview in Trud, April 17, 1923, he strongly
defended grain exports.
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of the relative weight of industry and agriculture in Bolshevik
policy were at the opposite pole to those propounded by Zino-
viev, confined himself to deploring the lack of any decision of
principle about the future of NEP, and then turned aside to
attack Krasin’s policy of surrender to foreign capitalism as the
greater danger.” The opposition to the economic policy laid
down by the Politburo and announced by Zinoviev had largely
fizzled out before Trotsky rose to deliver his report on industry.
Trotsky began by explaining that his report was designed not
to record the progress of industry during the past year, but to have
‘“ a directive character ”’. It proved, however, to be analytical
rather than ‘‘ directive . Trotsky was plainly inhibited by his
unwillingness to challenge the majority of the Politburo and by
his acceptance of a compromise which was not so much a com-
promise as an agreement not to bring differences into the open.
The conclusions which would have resulted from his analysis
were diametrically opposed to those of Zinoviev; but these con-
clusions he failed to draw — at any rate in any form which would
have made the opposition clear. The speech was none the less a
full and far-reaching analysis of Trotsky’s views at this time. The
essential purposes of NEP as he defined it were two : to increase
the productive forces of the country, and to organize these forces
in such a way as to propel the state along the socialist path.2 The
exchange of products between agriculture and industry which
NEP was designed to promote meant, however, on the industrial
side, the production of consumer goods. It had brought with it
a rapid increase of production in rural industries and in factory
industries (notably the textile industry) catering for the domestic
consumer. Heavy and medium industries had registered scarcely
any advance; nor was there any inducement for the investment of
private capital in them. It was the task of the succeeding period
to extend the revival brought about by NEP in light industry to
heavy industry, and to ‘‘ drain off into the mill of socialism as
large a part as possible of what we provisionally call the surplus
value created by the whole labouring population of our Union .3
Having reached this crucial point, Trotsky left it for a digression

1 Dvenadtsatyi S ezd Rossiiskoi K isticheskoi Partii (Bol’shevikov)
(1923), p. 130.
2 JIbid. pp. 282-283. 3 Ibid. pp. 285-291.




CH. I MARKING TIME 21

which made his speech famous when the rest of it was conveniently
forgotten. He exhibited a diagram showing the relations between
prices of agricultural products and prices of industrial products
since the previous summer. The two lines converged and inter-
sected in September 1922 (this being the point of parity as
measured by 1913 prices), and from that point gradually diverged
more and more widely, giving the diagram the aspect of an open
pair of scissors.! The scissors represented the rapid movement of
prices since the autumn of 1922 in favour of industry, counteracting
and revoking the movement of prices in favour of agriculture
which had set in after the introduction of NEP.2 According to
Trotsky’s diagram, industrial prices in March 1923 stood at
above 140 per cent of the 1913 level, while agricultural prices had
sunk below 8o per cent; 3 and the disparity continued to increase
by leaps and bounds. The nature of the crisis was masked for a
time by the still progressive currency inflation, since the pheno-
menal rise in all prices in terms of current rubles was more con-
spicuous than the smaller but more significant divergence between
the rate of increase in the prices of different commodities.
Trotsky’s speech and diagram brought home to many delegates
for the first time the nature of the crisis. The demonstration
enabled him to take as the starting-point for his practical con-
clusions the one point in the economic situation where the most
ardent supporters of the peasant were most sensitive to the need
for state intervention. The rise in industrial prices struck at the
roots of current economic policies by threatening to deprive the
peasant of the adequate return for his products which NEP had
sought to give him, and by demonstrating the fallacy of the sup-
position that safety could be found in giving free rein to the
processes of the market. These radical deductions were not yet

1 The dxagram, based on figures obtained by Trotsky from Komvnutorg. is
reproduced in Dvenadtsatyi S ezd Rossiiskoi K isticheskoi Partii (Bol’-
shevikov) (1923), p. 393. A similar diagram in M. H. Dobb, Russian Economic
Development since the Revolution (2nd ed. 1929), p. 222, based on the calculations
of Strumilin, the economist of Gosplan, introduces some refinements (and
incidentally puts the point of intersection in August instead of September 1922),
thus marring the simple outline of the *‘ scissors >’ ; but the broad conclusion
is the game.

2 See The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 311-315.

3 Strumiilin’s more carefully weighted figures made the disparity still
greater, giving percentages of 169 and 6o respectively for February 1923
(S. G. Strumilin, Na Khozyaistvennom Fronte (1925), p. 212).
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drawn — even by Trotsky himself. But it was not wholly in-
appropriate that the term * scissors crisis ”’ came to be applied to
the whole economic crisis of 1923, though violent price fluctuations
were only a part of its symptoms.

Trotsky now proceeded to his conclusions, which had been
agreed in advance in the Politburo and were embodied in the draft
resolution. The first, which was now virtually uncontested, was
to promote the export of grain. The second, which was every-
where accepted in principle, though its application was difficult
and controversial, was to increase the efficiency of industry by
measures of concentration and by cutting down overhead costs —
a process which was connected with the development of stricter
and more accurate accountancy. The problem of unemployment
was treated as secondary. Trotsky admitted that ‘ the necessity
of dismissing men and women workers ’> was a ‘‘ hard, very hard,
nut *’, but thought it a lesser evil than the ‘ concealed unemploy-
ment >’ of inefficient production. The question of wages raised
“ no difficulties of principle ”’, and was dismissed in a single
paragraph with a reference to a commission which had recently
sat under the presidency of Rykov and had removed incipient
‘ misunderstandings between the industrialists and the trade
unionists >’.! The only specific recommendation in this field was
to equalize wages between heavy and light industry, so that the
greater prosperity of the latter might benefit the working class
as a whole. More delicate was the acutely controversial question
of the financing of industry. The programme for industry was
set by Vesenkha under the authority of STO. The ‘ financial
pump  should therefore be in the hands of Vesenkha, and
credits should be granted by the Prombank, which was really a
special branch of the State Bank. This would ensure that credits
would be given to enterprises not from the standpoint of capacity
to earn immediate profits, but from the standpoint of prospects
over a number of years.?

! See pp. 74-75 below.

2 Dvenadtsatyi S’ezd Rossiiskoi Kommunisticheskoi Partii (Bol’shevikov)
(1923), PP. 294-304. For Prombank see The Bolshevik Revolution, 1917-1923,
Vol. 2, p. 357. Its first director, Krasnoshchekov, was arrested for fimancial
malpractices in September 1923 ; an account of his misdemeanours will be
found in Pravda, February 12, 1924. Shortly before his arrest, Krasnoshchekov
proposed that Gosbank should be deprived of its credit functions, and the
financing of industry entrusted exclusively to Prombank (Ekonomicheskaya
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Finally, Trotsky wound up his speech with a long exposition
of the principles of planning, which he himself perhaps regarded
as the essential part of his conclusions, but which others certainly
treated as a theoretical and utopian epilogue. He began by attempt-
ing to show how a planned economy grew inevitably out of current
needs and practice. The foundations of planning were already
laid by three factors which could not be brought under the
laws of the market — the Red Army (‘‘ the army is a planned
economy ”’), transport and heavy industry (‘** which with us works
either for transport, or for the army, or for other branches of
state industry ). In this field planning amounted to no more
than necessary foresight and coordination of requirements. Re-
calling the adoption by the ninth party congress in the far-off
days of war communism of the idea of ‘‘ a single economic plan ”’,!
he defined the three stages of the development of planning : first,
‘“ means of production to produce means of production ”’, then
“ means of production to produce objects of consumption ** and
finally “ objects of consumption . The function of planning was
ultimately to overcome NEP :

Our new economic policy was established seriously and for
a long time, but not for ever. We introduced the ‘‘ new ”
policy in order on its own foundation and to a large extent b
using its own methods to overcome it. . . . Ultimately we shall
extend this planning principle to the whole market, and in so
doing swallow and eliminate it. In other words our successes
on the basis of the new economic policy automatically bring us
nearer to its liquidation, to its replacement by the newest
economic policy, which will be a socialist policy.

But how was progress towards planning to be made? Trotsky
cited a remark from a report to the congress on the state industry

Zhizn’, September 7, 1923). Its first report, issued in the summer of 1923,
showed that between November 1922 and May 1923 it had been primarily
concerned to keep its capital intact, that its charges for advances had been
exorbitant, and that what advances it had made had been almost exclusively to
light industry (bid. August 23, 1923 (Supplement)). On the occasion of a
conference of managers and local representatives of Prombank in Moscow in
June 1923, a scheme was actually mooted to make Prombank a centre for the
financing of heavy industry (¢bid. June 22, 1923) ; but this can have had little
hope of success, since Prombank was wholly dependent on Gosbank, which was
closely leagued with Narkomfin.
' See The Bolshevik Revolution, 1917-1923, Vol. 2, p. 370.
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of the Moscow region : ‘‘ The working class, being in power, has
the possibility, when class interests require it, of giving industry a
credit at the expense of the worker’s wage . ‘‘ In other words,”
paraphrased Trotsky, ‘‘ there may be moments when the state
does not pay a full wage or pays only a half, and you, the worker,
give a credit to your state at the expense of your wages.”” Unless
the worker was prepared to earn surplus value for the workers’
state, there was no way forward to socialism. Having thus firmly
dissociated himself from the attack on the party leadership in
the name of the workers, Trotsky concluded with a postscript
on the inevitable hardships of a period of ‘‘ primitive socialist
accumulation .1

The speech had ranged far and wide, and the debate that
followed it was desultory. None of the other principal leaders
took part in it. None of the delegates who spoke did anything
to sharpen the issue except Chubar, a worker and an old Bolshevik,
who sourly observed that, while the workers and peasants might
‘“ give a credit to their state >’ by forgoing a part of their rewards,
many of the specialists employed under NEP merely wanted to
‘¢ grab something which will help them to get more firmly on to
their feet as property-owners ”’, and Lyadov, another old Bol-
shevik, who uncompromisingly pleaded the cause of heavy
industry and wanted to ‘‘ deliver” it from ‘‘the power of
NEP .2 The resolution, after some minor amendments in the
drafting committee, was unanimously adopted by the congress.
It began by asserting that ‘“ only the development of industry
can create an unshakable foundation for the dictatorship of
the proletariat >, but immediately added the safeguarding quali-

fication :

Agriculture, in spite of the fact that it is still at 4 low
technical level, has a primary significance for the whole economy
of Soviet Russia.3

1 Dvenadtsatyi S’ezd Rossiiskoi K isticheskoi Partii (Bol’shevikov)
(1923), pPp. 306-322 ; the passage on planning has already been quoted in The
Bolshevik Revolution, I917-1923, Vol z pP. 382

2 Dwvenadtsatyi S’ezd R icheskoi Partii (Bol’shevikov)
(1923), PP. 343, 359. *

3 This clause was added when the draft resolution as approved by the
Politburo was submitted to the party central committee on the eve of the con-
gress ; Trotsky opposed it on the ground that it was irrelevant to a resolution
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The duration of this state of affairs depended largely on *‘ the
course of events outside Russia, i.e. first and foremost the course
of the revolutions in west and east ’. But as regards the measures
to be adopted at home, which were cautiously said to have ‘“ a
gradual character ”, the resolution remained chiefly on the safe
ground of general principles. On the one hand, the revival of
state industry depended on agricultural development, since ‘‘ the
necessary working capital can be created only from agriculture
in the form of an excess of agricultural products over what is
consumed in the countryside ’. On the other hand, ‘‘ the creation
of surplus value in state industry is a matter of life and death for
the Soviet power, i.e. for the proletariat ”’; and the development
of industry is “ a condition of the development of our agriculture
in a socialist, and not a capitalist, direction ”’. A significant para-
graph touched on a basic problem of NEP without indicating the
solution :

Mutual relations between light and heavy industry cannot
be settled simply by the method of the market, since this would
in fact bring a threat of the ruin of heavy industry in the years
immediately to come, with the prospect of its subsequent restora-
tion through the spontaneous operation of the market, but then
on the basis of private property.

The conclusions of Trotsky’s speech on the export of grain, on
the rationalizing and financing of industry and on the principles
of planning were duly recorded — sometimes in slightly vaguer
terms than those which the speaker had used. Little encourage-
ment was given to those who preached the panacea of credits for
industry. “ Complaints of the insufficiency of working capital >
were a proof that the state had taken under its management more
industrial enterprises than could be profitably maintained in the
existing state of the economy ; the only solution lay in ‘‘ a radical
concentration of production in the technically best equipped and
geographically best situated enterprises ”’. An emphatic blessing
was given to the principle of one-man management.! Attention
on industry, but was outvoted (7rinadtsataya Konferentsiya Rossiiskoi Kom-
munisticheskoi Partii (Bol'shevikov) (1924), pp. 6-7). According to L. Trotsky,
Moya Zhizn’ (Berlin, 1930), ii, 229, the proposal came from Kamenev and was
the first move in the campaign to discredit Trotsky on the score of his alleged

neglect of the peasantry.
! For this section of the resolution see p. 46 below.

o}
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was drawn to the inadequacy of the machinery of trade and dis-
tribution, to the need to increase its efficiency and reduce its cost.
But nothing more radical was recommended than study by the
departments concerned. The resolution as a whole retained the
character of a declaration of principles rather than of a decision
on policy.!

The twelfth party congress represented an almost unqualified
victory for the supporters of the economic status quo. Trotsky
had analysed the difficulties of heavy industry, but stopped short
of radical solutions which would have been a direct challenge to
the majority of the Politburo. He had impressed the delegates
with the problem of the ¢ scissors *, but had not sought to depict
it as a major crisis or as a symptom of deep-seated disease. The
cloud on the horizon was not yet large or menacing enough to
shake the leaders out of their complacency. No call for urgent
action had come from the congress. When it was over, effect
was given to its principal concrete recommendations through the
governmental machine. The organization of the export of
agricultural products was entrusted to a limited liability company
set up for the purpose under the name Eksportkhleb, and working
under the control of Vneshtorg;? and 44 million puds of grain
were exported in the year ending September 30, 1923, of which
28 millions went to Germany.? A long decree of May 20, 1923,
provided for the institution of a ** single agricultural tax ” which
was to replace not only the taxes imposed under NEP, but also
the “ general citizens’ tax ”’ introduced in February 1922, what
was left of the compulsory labour service, and all local taxation
other than that levied by rural districts and villages. The tax was
to be computed, as before, in units of rye, but payment could be

I VKP(B) v Rezolyutsiyakh (1941), i, 476-488.

2 Sobranie Uzakonenii, 1923, No. 37, art. 394 ; Eksportkhleb acqmred four
months later a monopoly both for grain and for dairy products (ibid. No. 95,
art. 954).

3 Ekonomicheskaya Zhizn’, October 1-2, 1923 ; average annual exports of
grain between 1900 and 1914 amounted to more than 500 million pounds. An
agreement signed by the Soviet trade delegate in Berlin with a German financial
group for the purchase of gnun was ratxﬁed by Sovnarkom on July 17, 1923
(Sbornik Dekretov, Post henii i Prikazov po Nar'odnomu
Khozyaistvu, No. 7 (10), July 1923, p 49) ; other purchasers of grain were
Finland, Scandinavia and Great Britain (Dvenadtsatyi S'’esd Rossiiskoi Kom-
mumxuche:km Partii (Bol’shevikov) (1923), pp. 20-21).

4 For this tax see The Bolshevik Revolution, 1917-1923, Vol. 2, p. 354.
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made either in kind or in currency.! As regards industry, no
specific legislation was required to carry out the vague directives
of the congress ; and nothing seems to have been done.? Advantage
was taken of the reorganization of commissariats on the creation
of the USSR in the summer of 1923 to bring back Rykov to the
presidency of Vesenkha in place of the weak and ineffective
Bogdanov; 3 but Pyatakov, an able administrator and always
ready to press the claims of heavy industry, remained the dominant
personality in that institution.

In the first months of 1923 the Soviet economy under the
influence of NEP had begun to exhibit many of the familiar
features of the capitalist pattern. Each element in it was struggling
to act independently in the pursuit of its own interest, on the
assumption that the maximum prosperity of the whole economy
would result from this process; and the main unifying control
was exercised by the financial authorities through the medium of
monetary and credit policy. It was no accident that the only
field in which an active and forward-looking policy was being
pursued at this time was that of finance. The financial aspect of
NEP, which was the most remote from the original conception,
had become by 1923 its most constructive and least controversial
part. Once the dream of a withering away of money had faded
with the advent of NEP, nobody seriously contested the view
that the function of money could not be performed by a depreciat-
ing and almost worthless currency. Here some positive action
was plainly required. After a brief struggle between the ‘‘ goods
ruble ”’ and the “ gold ruble ’, during which some supporters of

1 Sobranie Uzakonenii, 1923, No. 42, art. 451 ; later in the year the pro-
portion of the tax that might be paid in kind was limited to 50 per cent or less,
according to the province concerned (ib#d. No. go, arts. 886, 887).

2 Trotsky complained nine months later that ‘ at the twelfth congress ques-
tions of the planned direction of the economy were discussed only formally *’
and that ‘ the ways and means indicated in the resolution of the twelfth con-
gress were until recently scarcely applied at all ” (L. Trotsky, Novyi Kurs
(!924). P 4)-

3 Bogdanov was strongly attacked by Trotsky at the congress for his
‘“ fatalism *’ and tendency towards ‘ a Buddhist philosophy ”’ (Dvenadtsatyi
S’exd Rossiisk: 1 koi Partii (Bol'shevikov) (1923), pp. 370-

372). )
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the former advocated the stabilization of the currency on the
basis of a price-index and not of gold,* the die had been cast for a
currency based on gold. This decision had been registered in
the resolutions of the party conference of December 1921 and of
the eleventh party congress in March 1922.2 The creation in
November 1922 of the chervonets, with its equivalent of ten gold
rubles and its backing in gold and foreign currency, had been
accepted as.a vital step forward, and the importance of financial
reform to establish a stable currency became an unassailable item
of party doctrine. The new mood was well expressed in a long
circular issued by STO to regional and provincial economic
authorities on the eve of the twelfth party congress. When Lenin
had dwelt on the importance under NEP of retaining control of
the “ commanding heights ”” the reference had been to the
nationalized industries — the core of the future socialist economy
and the bulwark behind which the assaults of capitalism could be
successfully defied. The STO circular took this familiar phrase
and gave it a broader interpretation :

Trading and financial institutions and agencies acquire
[under NEP] first-rate practical importance (cooperatives, state
shops, the State Bank etc.). If we do not seize the commanding
heights here, we shall not be able to keep the rudder of economic

life in our hands.3

The essential role which Lenin had assigned under NEP to ¢ the
commanding heights ”’ of heavy industry was extended to the
‘ commanding heights »’ of finance and commerce. The extension
can hardly have been other than deliberate, and was in any case
significant.

The issue of the chervonets at the end of 1922 had been the
first step towards currency stabilization, or rather towards the
creation of conditions in which the currency could be stabilized.
But to attain this result it would be necessary to concentrate

! The principal advocate of this project was Strumilin, the leading econo-
mist of Gosplan, who claimed that the pre-war Austrian currency had been
maintained on this basis (S. G. Strumilin, Na Khozyaistvennom Fronte (1925),
pp. 103-110). Such schemes were also advocated by some western economists,
notably by the American Irving Fisher, who was frequently quoted in Soviet
literature of the period.

3 See The Bolshevik Revolution, 1917~-1923, Vol. 2, pp. 352-354.

3 Sobranie Uzsakonenii, 1923, No. 22, art. 258, pp. 404-405.
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in the hands of Narkomfin and its agencies stronger powers than
they at present possessed. The establishment of a stable cur-
rency could not be achieved without wider measures of state
intervention than had been contemplated in the first period of
NEP, and demanded a reversal of some of the measures then
taken. In the process of relaxing controls which had been hailed
as the essence of NEP, the occasion had been taken during 1922
to legalize transactions in gold, precious metals and foreign cur-
rency, hitherto rigorously prohibited, though often practised
illegally ; 1 to permit state institutions and cooperatives to make
and receive payments in old Russian gold currency; 2 and to
establish Exchanges, which were open to state institutions, co-
operatives and private traders paying income tax in a high category,
and on which dealings were regularly conducted in chervonets
notes, foreign currencies or foreign bills of exchange, Soviet state
bonds, shares or documents of companies registered in Soviet
territory, and precious metals.3 The result of these measures was
the revival of a money market, a bullion market and a stock
exchange. It now became necessary, in order to create a monopoly
for the chervonets as a legal medium, to restrict some of the
freedom thus accorded. The first step was the creation by decree
of February 6, 1923, of what was called a ‘‘ special valuta com-
mission *’, consisting of representatives of Vneshtorg, Vesenkha,
Gosbank, Komvnutorg and Tsentrosoyuz under the presidency
of the representative of Narkomfin, with authority to grant
licences entitling institutions or persons to deal on the Exchanges,
as well as ad hoc licences, for institutions not so entitled, to acquire
foreign currency. The purpose of these arrangements was to
limit the use of foreign currency to foreign trade transactions and
to prevent it from becoming a medium of internal circulation.+
Then, on February 16, 1923, a general decree was issued “ On
Valuta Operations ”’. This categorically prohibited the use of old
Russian currency or (except for foreign transactions) of foreign
valuta as a means of payment. It confined transactions in foreign
valuta to the Exchanges, thus restricting them to institutions and
persgns licensed by the special valuta commission. Holdings of

1 Sobranie Uzakonenii, 1922, No. 28, art. 318.
2 Ibid. No. 48, art. 604. 3 Ibid. No. 65, art. 858.
4 Sobranie Uzakonenii, 1923, No. 11, art. 133.
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foreign valuta must be deposited on current account with Gosbank,
which had a prior option to purchase them before they could be
disposed of to any other institution or person.! These provisions,
which gave Gosbank complete control over all holdings of foreign
exchange and all foreign exchange transactions, were an example
of one of the paradoxical consequences of NEP. The sweeping
prohibitions which had been imposed under war communism in
the name of socialist principles, but never systematically enforced
because the means of enforcement were lacking, were replaced by
specific regulations dictated by practical requirements. But these,
though less onerous in form, were more rigorously applied, and
concentrated in the hands of the central authorities a far more
effective power than they had enjoyed in the earlier period. This
tendency of NEP to negate itself by creating conditions which
called imperatively for stronger centralized control first became
apparent in the field of finance.

During the first six months of 1923, while all Soviet economic
policy had marked time, no fresh ground was broken in the
direction of financial reform. In March even Sokolnikov had a
moment of hesitation. Writing in Pravda, he detected ‘‘ symptoms
of recovery ” in the Soviet ruble, deprecated current comparison
between it and the assignats of the French revolution, and declared
that * our industry and trade need a firm Soviet power more than a
firm valuta .2 Throughout the year a dual currency system was
effectively maintained, the chervonets gradually coming more and
more widely into circulation side by side with the Soviet ruble
(known familiarly, and now somewhat contemptuously, as the
Sovznak). The printing-press continued to work; and the
amount of Sovznaks in circulation increased regularly by a
quarter or a third each month. The total issue increased-.from
just under two milliards of rubles (1923 pattern) on January 1,
1923, to four-and-a-half milliards on April 1, and nine milliards
on July 1.3 Sums were readily exchanged from one currency to
the other at rates which reflected the progressive fall in value of the
Soviet ruble or Sovznak. The rate of exchange between the two
currencies was regularly quoted in the newspapers. Buj the

1 Sobrante Uzakonenii, 1923, No. 15, art. 189.
2 Pravda, March 10, 1923.
3 L. N. Yurovsky, Na Putyakh k Denezhnoi Reforme (2nd ed. 1924), p. 84.
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capacity of the printing-press to fill the gap in the exchequer was
now nearly exhausted.! The total value, in terms of chervontsy
and of purchasing power, of Sovznaks in circulation continued to
mount slowly from January to April 1923. Thereafter it fell into
a decline which the most feverish increases in the nominal amount
of the issue failed to arrest.2 While, however, there was general
agreement that the two currencies could not continue to exist side
by side, the method by which the old currency would eventually
be eliminated or geared to the chervonets was still a matter for
controversy. In December 1922 the tenth All-Russian Congress
of Soviets had optimistically instructed VTsIK “ in the very near
future >’ to set limits to the ruble note issue.3 Narkomfin was
ready with a plan to stop the issue of Soviet rubles, stabilize them
at their current rate in terms of chervontsy, and so establish a single
stable currency.+ Nobody, however, except the financial purists,
was prepared to face the consequences of the immediate abandon-
ment of the issue of Soviet rubles as a source of revenue ; and the
twelfth party congress, with no practical solution of this difficulty
in view, passed over the question in silence.

Notwithstanding this set-back, the forces set in motion in the
previous year continued to work, and progress was made. Once
the postulate of a gold-standard currency had been accepted, it
was necessary to accumulate reserves of gold or stable foreign
currency as security for it; for nowhere was the orthodox doctrine
of a gold reserve as the backing for currency more firmly believed
in than by those who directed the policy of Narkomfin. This
made Narkomfin a protagonist of the policy of an active trade
balance, which fitted in with the demand of the agriculturalists
to develop exports of grain; throughout this time Narkomfin
and Gosbank were strongly behind those who insisted on the

! Strumilin in an article in Ekonomicheskaya Zhizn’, March 22, 1923, accur-
ately predicted that in a few weeks * the net ‘ profit ’ from the note issue will
turn into a net loss not only for the economy and for the population as a whole,
but for the exchequer in particular ”’.

2 L. N. Yurovsky, Na Putyakh k Denexhnoi Reforme (2nd ed. 1924), p. 86;
the value of the total Sovznak issue in terms of chervontsy rose from 113
milliops on January 1, 1923, to 148 millions on April 1, and fell again to 118
millions on July 1 ; on January 1, 1924, it was 58 millions.

3 S”exdy Sovetov RSFSR v Postanovleniyakh (1939), p. 269.

4 Z. V. Atlas, Ocherki po Istorii Denezhnogo Obrashcheniya v SSSR (1917~

1925) (1940), p. 203.
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conciliation of the peasant as the keynote of economic policy. But
the most important achievement of these months was that the
chervonets became familiar, was accepted in those business and
financial institutions to which its circulation was at first confined
as a useful and necessary medium, and began to have a stable value
in terms of prices. The original purpose of the issue of the
chervonets, in the words of the decree of October 11, 1922,
authorizing it,’ had been to ‘‘ strengthen the revolving funds of
Gosbank for its commercial operations *. At first chervontsy were
treated primarily as a unit of value for the opening of credits by
Gosbank for industrial or commercial concerns, and were not
intended to be used in current transactions.? But this limitation
soon threatened to defeat the purpose for which the new unit
had been created. On January 25, 1923, Narkomfin authorized
the acceptance of chervontsy notes for tax payments at the current
rate of exchange, thus conferring on them the character, not yet
of a regular legal currency, but of tax certificates; and in the
following month Narkomfin sanctioned the making of payments
by Gosbank in chervontsy, though only with the consent of the
customer.? Under these conditions the chervonets issue, though
not yet enjoying the status of legal tender, steadily expanded
throughout the first months of 1923. On January'r notes to the
value of just over 1 million chervontsy had been * issued »’ (i.e.
transferred from the issue to the banking department of Gosbank),
of which only 350,000 chervontsy were in circulation. The issue
tripled in the next three months, and again in the three succeeding
months. On July 1 the total issue had risen to 9,600,000 cher-
vontsy, of which 7 millions were in circulation.+ Though its legal
status was unchanged, the chervonets had gradually become,
within the limits in which it circulated, a recognized and reliable
currency.

The basic function of the chervonets was to serve as a stable
unit of value. The original stipulation laid down to maintain
its stability was a 25 per cent cover in precious metals; and
throughout 1923 Gosbank made assurance doubly sure by holding

! See The Bolshevik Revolution, 1917-1923, Vol. 2, p. 358. «

2 As late as the autumn of 1923, 75 per cent of the chervontsy in circulation
were said to be held by the trusts (Ekonomicheskaya Zhizn’, October 1-2, 1923).

3 L. N. Yurovsky, Na Putyakh k Denexhnoi Reforme (2nd ed. 1924), pp.
72-73. 4 Ibid. p. 71.
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a cover of 50 per cent, or almost 50 per cent, in gold or in gold-
standard foreign currencies.! Thanks to this precaution and to the
publicity given to it, the chervonets maintained its parity through-
out the year, subject to minor fluctuations, with the pound and
the dollar. Less satisfactory was its failure to maintain its purchas-
ing power on the home market. This remained reasonably stable
till May 1923 and then declined steeply between May and October,
its value being substantially lower in terms of the retail price-index
than of the wholesale price-index.2 The fall was apparently due
to the development of a serious sales crisis, a contracting market
being no longer able to absorb the rapidly expanding chervonets
issue. The value of the chervonets thus lagged further and
further behind the value of the theoretical * goods ruble ” —a
factor which became important in the wages controversy.3 During
this period, therefore, internal prices rose in terms not only of the
constantly depreciating Sovznak, but also (though of course in a
far smaller degree) of the new and stable chervonets. This
phenomenon puzzled financiers and economists, and led to a dis-
pute reflecting the conflict of policy between Narkomfin and the
industrialists. The spokesmen of Narkomfin attributed it, not
without much show of reason, to the selfish policy of the trusts
and syndicates in driving up prices. The spokesmen of industry
laid the blame on the authorities of Narkomfin and Gosbank, who
had rashly increased the issue of chervontsy at a more rapid rate
than the state of the market justified.+ 'This argument later
received confirmation from the fact that, after October 1923,
when the issue of chervontsy was restricted (being increased
during the last quarter of the year by no more than 20 per cent),
chervonets pricesstabilized themselves and remained fairly constant
over a long period. But the argument proved of little help to those

' The figures are in L. N. Yurovsky, Na Putyakh k Denezhnoi Reforme
(1924), p. 74 ; as the issue increased, the holding of foreign currencies, and
their proportion in the total cover, increased also.

2 Ibid. p. 75 ; the disparity between the two indices reflected the fact that
the margin between wholesale and retail prices was considerably greater than
irlx) 1913, the year on the basis of which the indices were calculated (see p. 12
above).

3 See pp. 122-124 below.

4 This charge was repeated by Preobrazhensky at the thirteenth party con-
ference in January 1924 (Trinadtsataya Konferentsiya Rossiiskoi Kommunisti-
cheskoi Partii (Bol’shevikov) (1924), p. 37).
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who propounded it, since a restriction in the issue of chervontsy
automatically brought with it the curtailment of credits to industry.

To crown the policy inaugurated by the introduction of the
chervonets, however, it was necessary to overcome the system of the
dual currency either by withdrawing the Sovznak or by stabilizing
it in terms of the chervonets. This required in turn that the
dependence of the treasury on issues of paper currency should
cease, and that the budget should be balanced by reducing
expenditure and expanding revenue. Under the first head, the
reduction of staffs both in industry and in government departments
was an obvious way of lightening the load on the budget. An
instruction was issued in March 1923 to complete by May the
working out of a scheme ‘‘ tending towards the planned reduction
of the general establishment of departments by as much as 25 per
cent ”’.! But no such drastic measure was put into effect; and a
committee appointed by Sovnarkom to effect budget economies
was unable to do more than reduce a budget deficit of 294 million
rubles for the first half of the financial year 1922-1923 to 221
million rubles for the second half.2 While constant exhortations
to economy in public expenditure continued to be issued (The
Soviet Kopek will take care of the Soviet Ruble was the title of a
leading article in Ekonomicheskaya Zhizn’ on April 22, 1923), it
soon became clear that the curtailment of subsidies and credit
for industry, which must result either in reduced production or in
a lower level of real wages for the industrial worker, remained the
only potential source of substantial budgetary economies.3 On
the revenue side new rates were issued in January 1923 for the
tax on incomes introduced in the previous autumn, and showed
a sharp grading for high salaries : the recipient of an income of
over 5000 rubles (of the 1923 pattern) a month paid a tax of
1630 rubles on 5000 plus 8o per cent of the remainder. But
these rates evidently proved too high and were drastically reduced
in a further decree of May 1923.4 Taxation of industry which in

1 Sobranie Uzakonenii, 1923, No. 19, art. 237.

2 Ekonomicheskaya Zhizn’, June 30, 1923.

3 For the attempt to secure budgetary economies at the expense of industrial
wages see pp. 72-79 below.

4 Sobranie Uzakonenti, 1923, No. 4, art. 80; No. 43, art. 457; for the
original introduction of income-tax see The Bolshevik Revolution, 19171923,
Vol. 2, pp. 354-355. Sokolnikov in November 1923 described the tax as having
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1922 amounted to only 3-4 per cent of net production was
estimated to have risen in 1923 to 10-12 per cent.! But sources
of fresh revenue were limited so long as general policy precluded
any serious increase of the burden of taxation on the peasant.2
Nor did public borrowing provide the possibility of bridging the
gap between expenditure and revenue. In March 1923, following
the successful precedent of the previous year, a “ second internal
state grain loan > of 30 millions of rye was announced, to be
redeemed at the end of the year ; 3 but this was a device to facilitate

‘“ a perfectly precise class structure >’ (Tret’ya Sessiya Tsentral’nogo Ispolnitel’ -
nogo Komiteta Soyuza Sovetskikh Sotsialisticheskikh Respublik (1924), p. 87); at
that time it fell on incomes of %75 chervonets rubles a month and over — a
limit far above the wages of the industrial worker.

' S. G. Strumilin, Na Khozyaistvennom Fronte (1925), pp. 225-226.

2 A revenue-raising measure of this period which attracted more attention
than any other, or than its intrinsic importance warranted, was a decree of
January 1923 permitting the manufacture of potable spirit up to a strength of
20° in state factories and its sale in licensed shops and’establishments (Sobranie
Uzakonenii, 1923, No. 6, art. 100; the new vodka was affectionately dubbed
rykovka, whether because Rykov was concerned with the execution of the
decree or because he was credited with an addiction to alcohol). The abolition
of the state manufacture and sale of vodka after the outbreak of war in 1914
was a much publicized and widely approved measure of the T'sarist govern-
ment. For seven or eight years spirit almost disappeared from the countryside.
Then, after the civil war and the famine, with the excellent harvest of 1922,
the illicit distilling of home-made spirit (samogonka), largely from potatoes,
began on an extensive scale, both for consumption and for sale. (A graphic
description of the process from a district in the province of Tver is given in
A. M. Bolshakov, Sovetskaya Derevnya za 1917-1924 gg. (1924), pp. 84-90).
When it became clear that heavy penalties were not an effective deterrent, it
was natural that the financial authorities, in a desperate search for new sources
of revenue, should have sought to revive the old vodka monopoly and draw
revenue from a propensity which would otherwise be indulged illicitly and for
private gain. Sentiment was, however, strongly against such a step. Accord-
ing to an uncontradicted statement in Trotsky’s letter of October 8, 1923
(Sotsialisticheskii Vestnik (Berlin), No. 11 (81), May 28, 1924, p. 10), a majority
of the Politburo desired a full restoration of the spirit monopoly, but was de-
terred by strong opposition in the céntral committee and in the rank and file
of the party : the introduction of rykovka was a compromise. Some years later,
Stalin stated that ‘ the members of the central committee, including myself,
had at that time a conversation with Lenin who recognized that, if we did not
receive the indispensable loans from abroad, we should have to resort openly
and directly to the vodka monopoly as a temporary measure of an exceptional
character ’ ; this statement was made to foreign delegates and led up to the
conclugion that “ some share of responsibility for the vodka monopoly rests on
our western European friends >’ (Stalin, Sochineniya, x, 232-234). There is no
other evidence for Lenin’s personal participation in the decision.

3 Sobranie Uzakonenii, 1923, No. 24, art. 278 ; for the rye loan of 1922 see
The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 355-356.
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and anticipate the collection of revenue rather than to augment
it.!

In the summer of 1923 the expanding circulation and growing
popularity of the chervonets, and the improvement in the
budgetary situation, at length encouraged Narkomfin to embark on
its long-prepared campaign to bring the financial reform to a final
and logical conclusion. At the session of VTsIK in July 1923,
which ratified the constitution of the USSR,2? Sokolnikov drew
an optimistic picture of the national finances. ‘ Ordinary ™
expenditure to a total of 1050 million gold rubles in the current
budget year would be balanced by revenue from taxation and
from state undertakings. *‘ Extraordinary >’ expenditure to cover
the deficit on transport (140 millions) and on industry (120
millions) and the needs of agriculture, to a total of from 320 to
350 millions, had still to be covered by currency emission. But
on the assumption that the deficit on transport could be reduced
next year to 50 millions and that, with increased and more
efficient production, industry would be able to fend for itself, it
now seemed possible to look forward to the day when recourse to
the printing-press could be dispensed with. Relying on these
calculations, Sokolnikov boldly proposed to fix a legal maximum
for the issue of Sovznaks of 15 million rubles a month from August
1, 1923.2 Preobrazhensky expressed scepticism about the prospect,
and reiterated his familiar objection that currency stabilization
was impossible without effective economic planning.4 But there
was no real opposition ; and VTsIK adopted a resolution approv-
ing the efforts of Narkomfin *‘ for the curtailment of unproductive
expenditure and the reinforcement of economy in the expenditure
of public funds, for the limitation of the note issue and the
regularization of the fiscal system », and deciding that the. issue
of Soviet rubles should be restricted as from May 1 to the value
of 30 million gold rubles a month and from August 1 to the value
of 15 million rubles a month. The budget for the financial year

1 A. M. Bolshakov, Sovetskaya Derevnya za 1917-1924 gg. (1924), pp. 98-
100, describes the heavy peasant demand for the 1923 loan (the 1922 loan had
been taken up only by a few well-to-do peasants) ; the inducement was that the
certificates could be used for tax payments.

2 See The Bolshevik Revolution, 1917-1923, Vol. 1, p. 402.

3 Vitoraya Sessiya Vserossiiskogo Tsentral’'nogo Ispolnitel’'nogo Komiteta X
Sozyva (1923), pp. 107-118, 4 Ibid. pp. 161-162.
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beginning October 1, 1923, was to be drawn up with strict regard
to this limit. A significant passage in the resolution attempted
to reconcile the divergent principles of planning and of a market
economy, and to prove that the financial reform was equally in
the interest of both :

All these measures of a financial character should promote
the introduction into the national economy of the Union of
Soviet Socialist Republics of the indispensable elements of
coherent planned development, and can exert a particularly
powerful and prolonged influence on the extension of the trade
of the country and of the market capacity of agriculture.!

The die now appeared to have been cast, and the course firmly
set. These decisions were hailed in the official economic journal
as giving ‘‘ new strength to our financial department in the
struggle for a real budget and for the purification of our monetary
circulation .2 At the end of July further steps were taken
towards the establishment of the new currency. A decree was
issued which, while not yet making the chervonets sole legal tender,
made it possible not only to draw up contracts for major com-
mercial transactions in chervontsy, but to enforce payment in
chervontsy on such contracts. Bills of exchange containing no
specific provisions about the medium of payment could be dis-
charged either in chervontsy or in Soviet rubles at the option of
the debtor; but bills providing for payment in chervontsy could
be discharged only in chervontsy.? The budget for 1923-1924
was to be drawn up, no longer (like the budget for January-
September 1922) in pre-war rubles or (like the budget for 1922—
1923) in gold rubles, but in chervontsy. Parallel with this change,
decrees were issued by Vesenkha in August and September 1923
instructing all trusts, syndicates and other institutions under its
control to keep their accounts exclusively in chervontsy and to
make their financial year begin on October 1 to coincide with the

! Postanovleniya Vioroi Sessii Vserossiiskogo Tsentral’'nogo Ispolnitel’nogo
Komiteta X Sozyva (1923), pp. 16-18 ; the resolution was reprinted in the form
of twoedecrees in Sobranie Uzakonenii, 1923, No. 66, arts. 636, 637.

2 Ekonomicheskaya Zhizn’, July 5, 1923. A leading article, tbid. July 15,
1923, carried the heading: “ Is it not time for the transition to a single uni-
versally obligatory standard of value ? »’

3 Sobranie Uzakonenii, 1923, No. go, art. 88z.
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fiscal year.! For the moment it seemed as if the efforts of Nar-
komfin, thwarted in the spring, to drive the Soviet ruble from the
field and establish the chervonets as the sole and stable currency
unit were to be crowned with success. But at this point the
autumn crisis, itself due in part to the measures taken by Nar-
komfin, once more shattered these ambitions and brought a
further postponement in the return to financial orthodoxy.

1 Sbornik Dekretov, Postanovlenii, Rasporyazhenii i Prikazov po Narodnomu
Khozyaistvu, No. 8 (11), August 1923, pp. 21-24; No. 9 (12), September
1923, p. 33.



CHAPTER 2

THE PLIGHT OF LABOUR

of the lowered status which NEP conferred on him in the

Soviet economy. He had at the outset profited by the relaxa-
tion of tension and the general economic recovery which NEP
had initiated. He had been freed from the bogy of labour
conscription ; his wages rose steadily throughout the greater part
of 1922; and his standard of living, though wretched enough
even when compared with that of 1914, had risen well above the
starvation level of war communism. The adoption of NEP had
been a concession to the peasant. But it still seemed a needless
indiscretion to enquire at whose expense the concession had been
made; assurances that what benefited the peasant ipso facto
benefited the whole economy were still plausible enough “to be
believed. It was only in the winter of 1922-1923, when the
scissors crisis loomed on the horizon, when a balanced budget
and a stable currency became the lodestars of financial policy,
and concern for the peasant became the keynote of every official
speech of the principal leaders, that the industrial worker became
slowly conscious of his changed position. Everywhere acclaimed
under war communism as the eponymous hero of the dictatorship
of the proletariat, he was now in danger of becoming the step-
child of NEP. In the economic crisis of 1923 neither the defenders
of the official policy nor those who contested it in the name of the
development of industry found it necessary to treat the grievances
or the interests of the industrial worker as a matter of major
concern. The peasant had replaced him as the first preoccupation
of official policy. The eclipse of the industrial worker could in
the last analysis be traced back to the catastrophic decline in
mdustry and to the flight of the workers from city and factory
in the years of famine and civil war — the process of “ the dis-
integration of the proletariat ”’ whose first symptoms Bukharin had

39

I T was only gradually that the industrial worker became conscious
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detected as early as March 1918. But in the period of economic
revival which followed the introduction of NEP two specific
causes had more directly contributed to weaken the position of
the industrial worker : the increase in the authority and influence
of the industrial managers, and the growth of widespread un-
employment.

That the interests of the industrial worker should have been in
a certain sense subordinated by NEP to those of the peasant was
inevitable; this was inherent in the nature and purpose of the
new policy. What could not have been so easily foreseen was
that NEP would weaken the position of the industrial worker,
not only in relation to the peasant, but in relation to the directors
and managers of industry; indeed this seemed all the more
anomalous since large-scale factory industry, which employed a
high percentage of all industrial workers, suffered no change of
status under NEP and remained in public ownership and adminis-
tration. Under war communism many of the old factory owners
or managers had already reappeared in the guise of * specialists >
and managers of nationalized industry.? But at that time bourgeois
specialists were still regarded as a necessary evil and an unwelcome
anomaly; posts of formal responsibility and power were commonly
reserved for unimpeachable proletarians, or at any rate for party
members — a category to which the bourgeois specialist was at that
time rarely admitted. With the coming of NEP this picture
changed, gradually but fundamentally. Statistics collected from
the major trusts and syndicates in the latter part of 1923 showed
that, whereas in 1922 65 per cent of the managing personnel
were officially classified as ‘ workers >’ and 35 per cent as * non-
workers >’ (only one in seven of these being party members), a
year later these proportions had been almost exactly reversed,
only 36 per cent being ‘ workers” and 64 per cent ‘ non-
workers ”’, of whom nearly one-half were now party members.3

' See The Bolshevik Revolution, 1917~-1923, Vol. 2, pp. 193-195.

2 See #bid. Vol. 2, pp. 182-186.

3 The figures are quoted in an arucle by Larin in Trud, December 30, 1923,
from Torgovo-Pr wya G December 2, 1923 ; an obvious misprint

in the tables has been corrected The article luded with a d d for trade
union control over the app of s. Another set of figures for 88
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Two significant processes were thus at work : the management
of industry was passing back into the hands of former bourgeois
managers and specialists, and a higher proportion of these were
acquiring the dignity and security of party membership.

The rise in status and influence had its natural counterpart in
rising rates of remuneration. So long as the specialists in the
early days of war communism were subjected to a suspicion which
kept their influence within narrow bounds, their rates of remunera-
tion, though they soared far above those of the ordinary worker
or employee, were also jealously watched and circumscribed.
Under NEP these limitations gradually disappeared. The intro-
duction of NEP in industry encouraged a return to capitalist
modes of organization and ways of thought. By stressing the
need for independence and decentralization, and by substituting
trusts for glavki as the major units of organization, it helped to
transform those who managed and directed important industrial
concerns from bureaucrats into captains of industry. Khozraschet
was the order of the day; and those who knew how to make
profits, emerging from the cloud of suspicion hitherto resting on
them, were once more held in honour.

The scandal of high salaries began to attract attention. In
August 1922, with the expressed purpose of preventing  ex-
travagance in the use of public funds *’ and also of bringing about
‘“ a closer correspondence in the matter of remuneration between
those engaged in intellectual and in physical work ”’, a decree
was issued providing that maximum salaries should be fixed for all
those employed in state institutions or enterprises or enterprises
in receipt of state subventions; but the payment of bonuses on
profits (tantiémes) above the maximum was not excluded.! There-
after .decrees were regularly issued fixing a monthly maximum
rate for salaries; 2 and throughout 1923 the limit was raised

large trusts showed that on January 1, 1924, of presidents of boards of directors
of industry, 91 per cent were party members and §1 per cent were workers,
but that of all directors of industry only 48 per cent were party members and
35 per cent workers (Trud, June 27, 1924); the pressure to reserve posts for
party members and for workers was strongest at the top.

1 Qobranie Uzakonenii, 1922, No. 49, art. 617.

2 The maximum for January 1923 was 1500 rubles (1923 pattern) a month
(Sobranie Uzakonenii, 1923, No. 3, art. 41) ; the legal minimum monthly wage
for January 1923 vaned from 44 to 22 rubles accordmg to region and grade
(Sbornik Dekretov, P , Rasporyazhenii, 1 Prik po Narod

D
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month by month to take account of the falling value of the cur-
rency.! But these restrictions did not affect “ personal »’ salaries
sanctioned by STO, which were enjoyed by the highest specialists
and about which detailed information was not disclosed.2 Many
stories were current of the extravagant pretensions of managers
and specialists — the industrial counterpart of the nepmen in
commerce.! Much difficulty was experienced in inducing
specialists to take up posts in remote places,* and a decree of
July 1923 offered special inducements to specialists taking up
such posts.s

Already in the autumn of 1922 these processes had led to
the emergence of a new feature in the NEP landscape — a loosely
organized but influential group which came to be known as the
‘“ Red managers > or “ Red industrialists . In spite of their
predominantly bourgeois origins and affiliations, they were now
recognized members of the Soviet hierarchy; they had their
modest place in the party; and they exercised an increasingly
powerful voice not merely in industrial administration, but in
Khozyaistvu, No. 1 (4), January 1923, pp. 86-87). The effective wages of all
skilled, and most unskilled, workers at this time far ded the legal mi

(see p. 61, note 5 below) ; but the discrepancy between wages and salaries was
none the less striking.

1 See, for example, Sobranie Uzakonenii, 1923, No. 12, art. 164 ; No. 23,
art. 271 ; No. 31, art. 350. In June 1923 the limit was fixed in goods rubles at
150 a month (Shornik Dekretov, Postanovlenti, Rasporyazhenii i Prikazov po

Narod) Khozyai: No. 6 (9), June 1923, p. 104) ; at that time 10 goods
rubles was reckoned as the * standard >’ monthly wage of the worker (see p. 70
below).

2 Jbid. No. 4 (7), April 1923, p. 107. Party members, being limited by the
party maximum, were not supposed to receive these personal salaries ; but the
rule apparently broke down, since an attempt was made to re-enforce it in July
1924 (ibid. No. 10, July 1924, pp. 86-87).

3 Mikoyan told the thirteenth party conference in January 1924 of a special-
ist who, on bemg offered a posxt.lon in a factory in Kuban, had demanded,
in addition to various fi 1 bc in of the maximum salary, an
apartment of four rooms fully furnished, with heating, lighting and a bath; a
horse and carriage for himself and his family ; two months’ leave a year and a
two-room summer lodging on the Black Sea for his family ; and permission to
keep a-cow in the factory grounds. The cooperative which was running the
factory agreed to these terms — but too late ; for the specialist had in the mean-
while received a more attractive offer in Moscow. Such expenencea were saxd
to be quite normal (Trinadtsataya Konferentsiya Rossiisk 2]
Partis (Bol’shevikov) (1924), p. 79).

4 This was a subject of complaint in an article by Lomov in Ekonomsi-
cheskaya Zhiznw’, April 20, 1923.

3 Sobranie Uzakonenii, 1923, No. 69, art. 673.
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decisions of industrial policy, the success of which depended
largely on their efforts. The formation of the syndicates in the
spring of 1922 * had been the first reaction of the * industrialists ”
to market conditions unfavourable to industry; it was from the
structure of trusts and syndicates built up by NEP that the new
group derived its authority and prestige. Separate industries had
recently revived the practice of holding congresses for the dis-
cussion of their problems and desiderata. In September 1922 a
‘“ temporary bureau > was set up, consisting of representatives of
different industries, for the purpose of creating a common standing
organ for industry as a whole — a *‘ council of congresses >. The
project had the blessing of Vesenkha, and it was decided to
hold a conference before the end of the year to bring the *“ council
of congresses ”’ into being.? The end in view was described by
Trud as being ‘‘ the coordination of simultaneous political action
by the Red industrialists and a more consistent attention to labour
questions . One of the functions of the new organization was
apparently to present to the authorities the views of the in-
dustrialists on the labour code then in course of preparation.3 It
soon acquired sufficient authority to be able to denounce in-
dustrialists who failed to follow policies prescribed by it for ““ a
breach of the front of industrial solidarity .4

At this point the trade unions began to take alarm. Even
in the days of war communism, the employment of bourgeois
specialists had aroused constant suspicion in trade union circles ;
and Lenin had had to use all his influence to impose the principle
of “ one-man management ”’ in industry in the teeth of fierce
opposition from the unions.5 The improvement in the status of
managers and specialists under NEP could only intensify this
hostility. In August 1922 Trud opened a strong attack on the
new ‘‘ united front’’ of managers, which it accused of aiming
at ‘“‘ a diminution in the réle of the unions ”, especially in the

! See The Bolshevik Revolution, r1917—1923, Vol. 2, pp. 314-315.

2 Trud, September 13, 1922. Krasnoshchekov addressed the meeting as
delegate of Vesenkha : it must have been one of his last public appearances.

3 Jbid. September 29, 1922. For the labour code see The Bolshevik Revolu-
tion, 1917—1923, Vol. 2, pp. 330-331 ; among its noteworthy provisions was the
wide power given to employers and managers to dismiss unsatisfactory workers.

4 Ekonomicheskaya Zhizn’, October 15, 1922.

8 See The Bolshevik Revolution, 1917—1923, Vol. 2, pp. 187-191.
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engagement and dismissal of workers, and of wanting * ¢ free trade’
in matters of hiring and firing . The article ended with a

rhetorical question :

Have our managers so far entered into the rdle of “‘ the
masters ’ that they prefer unorganized workers to organized
and disciplined members of trade unions ?

A few days later another article diagnosed a reversion among the
new managers to the traditional attitudes of employers towards
their workers : ‘‘ our managers, even the best of them, have been
wonderfully quick in adopting the manners and tastes of our
former capitalist owners *>.* The trade unions were caught in a
dilemma. To contest the authority of specialists and managers
was to fly in the face of party policy. To take sides with them was
to ignore the interests, and flout the prejudices, of the mass of
the workers. At first the tendency was to choose the second
alternative. Trud complained of *“ too much ‘ growing together ’
at the top , which led to ‘“ a divorce of the unions from the
masses >, and even noted “ a special obstinacy ” in resisting
workers’ demands on the part of ‘‘ managers who have recently
come from trade union work ’.2 The new developments in
managerial organization, coming at a moment when the unions
were for the first time threatened with the onset of mass unemploy-
ment, could not be allowed to pass without resistance. When the
industrialists held their conference in December 1922 to create the
standing ‘‘ council of congresses ”’, the central council of trade
unions was also in session. Tomsky referred to a draft said to
have been drawn up by Mezhlauk for the conference of in-
dustrialists which declared #nter alia that industry was ‘ passing
through a grave crisis because it faces an offensive along the wages
line ”’, and that it was for this reason necessary to build up * an
industrial front ”’ and ‘‘ a corporate organization of industrialists >.
Tomsky angrily threatened ‘“ a trade union front against the Red
industrialists ”’, and reminded them that under the dictatorship
of the proletariat, not they, but the workers, were the factory
owners. Thus primed, the trade union council protested in
advance against any attempt ‘‘ to change established formis of
mutual relations between the economic organs and the trade

* Trud, August 15, 17, 1922. 2 Ibid. August 25, September 13, 1922.
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unions in the direction of limiting the rights of the latter *’; and
it passed a specific resolution on the proposed council of con-
gresses :

“The trade union central council does not object to the creation
under the presidium of Vesenkha of a council of congresses of
industry, enjoying consultative functions, to prepare for in-
dustrial congresses.

But it categorically rejects the idea of creating a per-
manently functioning council of congresses of industry, trade
and transport, opposing itself as a “ social-corporative organiza-
tion ”’, on the one hand, to the organs of state administration
and of the control of industry (Vesenkha, Narkomput’), and,
on the other hand, to the trade unions, and thus basing its
programme and tactics on fundamentally unsound principles.?

These emphatic protests seem to have produced little effect.
The *“ council of congresses of industry, trade and transport *’ was
duly created.? The character of its activities may be judged from
a complaint which appeared in the official economic journal a
month later that ‘‘ a lot of our Red industrialists are more inclined
to follow the line of least resistance, seeking to lower taxation or
reduce wages, than to undertake the meticulous and onerous work
of reorganizing the whole process of production ’.3 The trade
union journal reiterated the time-honoured doctrine that in *‘ the
transitional period from capitalism to communism *’— while classes
still existed and class conflicts occurred — it was the duty of the
party, of the trade unions and of the Soviet state to espouse the
cause of the workers in their struggle against other classes. It
even published a cartoon depicting a Red industrialist, with a cigar
in his mouth and all the attributes commonly ascribed by Soviet
art to the capitalist, sitting in a cart drawn by a worker and
complaining that * labour legislation >’ stood in the way of a
revival of industry.+ But the needs of industry were too im-
perative. The authority of the Red industrialists was confirmed
by the decree of April 10, 1923, on the organization of the trusts,

1 Ibid. December 26, 1922.

2 An account of the foundation of the council and its early history is con-
tained in an article by Smilga in Ekonomicheskaya Zhizn’, August 2, 1923 ;
during 1923 it published several numbers of a journal entitled Predpriyatie
(The Enterprise), which is quoted in Trud, January 3, 1924.

3 Ekonomicheskaya Zhizn’, January 25, 1923.
4 Trud, March 29, 1923.
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which not only emphasized their independence, but made
specific provision for the payment of bonuses calculated as a
percentage of profits (tamtiémes).* A few days later the report
on industry submitted by Trotsky to the twelfth party congress
and unanimously approved by it, in a passage endorsing one-man
management in industry, defined the functions and duties of the
managers : they must be careful not to set the workers against
them by putting their demands too high, but also not to *‘ take
the line of least resistance in questions of the productivity of
labour, wages, etc.” The workers must be helped to understand
that ‘ the director who strives to earn profits is serving the
interests of the working class in the same degree as the trade
union worker who strives to raise the standard of living of the
worker and to protect his health””. The director who * proves him-
self by the positive results of his work ** should be able to count on
the unqualified ““ protection and support ”’ of party organs.? In a
resolution which paid scant attention to the demands of the workers
or of the trade unions the distribution of emphasis was significant.

One incidental change of the summer of 1923 provided evidence
of the rising status of the ‘ Red industrialists . When the USSR
was constituted in July, and Narkomtrud was reorganized as one
of the ‘“unified” commissariats, the opportunity was taken to
reconstitute the collegium of Narkomtrud by * the introduction
of new members, chiefly representatives of industry »: this, ex-
plained Shmidt, was calculated to improve the relations between
the commissariat and the industrialists. One of the new repre-
sentatives of industry was put in charge of the section of the
commissariat dealing with the labour market and the organization
of labour.3 :

The other and more decisive cause of the weakened position of
the industrial worker was the growth of widespread unemploy-
ment ; for the labour policy of NEP resembled that of a capitalist
economy in the way in which, consciously or unconsciously, it
made use of unemployment as an instrument for the discipline
and direction of labour. The causes of the spread of unemploy-
ment under NEP were manifold. Demobilization after the civil

I See The Bolshevik Revolution, 1917~1923, Vol. 2, p. 309.
2 VKP (B) v Resolyutsiyakh (1941), i, 484-486. 3 Trud, July 13, 1923.
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war brought a general dislocation of the structure of industry at a
moment when insistence on kkhozraschet and on the necessity of
earning profits, and the demand for governmental economies and
a balanced budget, set up everywhere strong pressures for the
dismissal of redundant workers.! Heavy industry had scarcely
recovered at all from the condition of collapse and disintegration
in which it had been left at the end of the civil war, and seemed
to have little prospect under NEP of the large-scale state support
which was indispensable to revive it. Consumer industries
suffered in the razbazarovanie crisis of 1921-1922, recovered under
the lead of the syndicates in the following year, but were again
overwhelmed by the ‘‘ sales crisis *’ of the summer of 1923. From
the summer of 1922 onwards mass unemployment became endemic
in the Soviet economy. The far-reaching measures of state inter-
vention which would have been necessary to remedy it would
have been difficult to reconcile with the spirit and policies of NEP
as they were at this time conceived; and even less was done to
mitigate its hardships than in the western capitalist countries
which were facing a similar problem at the same period. Thanks
to the gravity of the unemployment crisis, the publication of labour
statistics was resumed at the end of 1922 ; and, though complete
figures are not available, the dimensions and course of the crisis
can be estimated with reasonable accuracy.? According to what
were afterwards accepted as the official statistics, the total of un-
employed workers rose steadily from half a million in September
1922 to a million and a quarter at the end of 1923, and in 1924

! A calculation made in January 1924 showed dismissal through redundancy
as the cause of 47 per cent of all cases of unemployment (Statistika Truda,
No. 5, 1924, p. 6).

2 Shmidt, when he first drew attention to the problem of unemployment at
the fifth trade union congress in September 1922, admitted that he had no com-
plete figures (Stenograficheskii Otchet Pyatogo Vserossiiskogo S”’ ezda Professional’-
nykh Soyuzov (1922), p. 84). The (slightly irregular) monthly journal Sta-
tistika Truda, which had suspended publication at the end of 1919, reappeared
in December 1922 as the organ of * the bureau of labour statistics of the central
council of trade unions, the central statistical administration and Narkomtrud ”’ ;
its unemployment figures for 1922 and 1923 were based on reports from 52
provincial capitals (including Moscow and Petrograd) and later from 70 labour
exchanges. More complete figures were published subsequently and accepted
as official : these were conveniently collected in Voprosy Truda v Tsifrakh i
Diagrammakh, 1922—-1926 gg. (1927). All statistics are based on the records of

the labour exchanges which were at this time ill-organized and unreliable.
Complaints were frequently made that the registers contained the names of
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was higher still.? The figures available at the time were appreci-
ably lower, and the Soviet leaders throughout 1923 were slow to
realize the magnitude of the problem. Rykov, who was president
of Vesenkha, confessed in January 1924 that he had just learned
to his surprise that there were ‘‘ about a million unemployed *’;
and Shmidt, the People’s Commissar for Labour, repeated the
same estimate a few days later.?

One reason — or excuse — which at first encouraged the
Soviet leaders to watch the growth of unemployment without
undue concern was that it fell most heavily on two categories
which enjoyed little sympathy in official and trade union circles.
Of 540,000 unemployed registered at the labour exchanges on
December 1, 1922, 166,000 or one-third of the whole were * Soviet
workers ”’ (i.e. clerical workers or other employees dismissed
from Soviet institutions), and 104,000 were unskilled manual
workers, male and female, representing largely the influx of

many persons who had never worked in the cities, or worked there only casually
(including former bourgeois temporarily employed in Soviet departments). On
the other hand, it is only too likely that the frequent attempts to purge the lists
of these * fictitious ’ entries sometimes resulted in the exclusion of bona fide
unemployed workers, and some unemployed appear not to have registered at
all. (An article in Trud, January 13, 1923, complained that, while the registers
of the labour exchanges were full of * fictitious unemployed *’, unemployed
skilled workers applied direct to employers and managers for jobs and avoided
the labour exchanges.) The final figures may still underestimate the facts, but
sufficiently indicate the gravity of the crisis.
! The quarterly totals for the period were :

September 1922 503,000 September 1923 1,060,000
December 1922 641,000 December 1923 1,240,000
March 1923 824,000 March 1924 1,369,000
June 1923 1,050,000 June 1924 1,341,000

(Voprosy Truda v Tsifrakh i Diagrammakh, 1922—1926 8g. (1927)). The slowing
up in the increase between June and September 1923 is explained by the usual
exodus of workers from the cities to the country durmg the harvest.

2 Trinadtsataya Konferentsiya R heskoi Partii (Bol’-
shevikov) (1924), p. 13 ; XI Vserossiiskii S”ezd Sovetov (1924), p. 103. More
detailed figures for January published in June 1924 still showed only 111,000

ployed registered in M W, 134,000 in Petrograd, and 780,000 in the
other labour exchanges from which information had been supplied (Statistika
Truda, No. 5 (14), 1924, p. 5). This fell well short of the total later admitted
of one and a quarter million. On the other hand, Ekonomzche:kaya ?hun N
November 22, 1923, already put the number of ployed on S
1923, * according to the most cautious calculati ’, at a million ; nnd on the
day on which Rykov made his speech Trud reported the number of unemployed
as having reached 1,200,000 on December 1, 1923.
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casual peasant labour into the cities in the famine of 1921-1922.!
Among skilled industrial workers and regular factory workers in
general the incidence of unemployment was still comparatively
small2 The seriousness of the problem was for a long time
minimized with the argument that the unemployed were chiefly
petty bourgeois elements who had never, or only for short periods,
held jobs as industrial workers.? The argument was supported
by the fact that, in spite of the growth of unemployment, the
total number of workers in industry declined only very slightly
throughout 1923, and even increased in most of the major in-
dustries.# But this was not wholly convincing. In a society
where mobility between factory and countryside was far greater
than in the more developed and stratified capitalist economies,
and labour far less organized, rationalization and changes in the
industrial structure easily produced a situation in which new
recruits were drawn into industry from without while hitherto
employed workers were being laid off. The process was in part
a reversal of the flight from the cities and factories — the *“ dis-
integration of the proletariat *’ — which had marked the hungry
days of war communism.5 The former urban worker, lured by
the easier conditions of NEP and the rise in industrial wages
throughout 1922, flowed back to the towns and added to the
congestion of a now inelastic labour market.6

t Voprosy Truda, No. 2, 1923, p. 24 ; according to Statisttka Truda, No. 1,
December 1922, p. 2, 30 per cent of the unemployed in Moscow on November
1, 1922, were ‘‘ Soviet workers ’’ and more than 20 per cent unskilled workers ;
of the male unemployed 35 per cent were ‘“ Soviet workers ”’.

2 On the basis of figures said to cover go per cent of trade union member-
ship, the total of unemployed trade unionists was returned as late as July 1,
1923, as 381,000 (Statistika Truda, No. 9, 1923, p. 16); the total number of
unemployed at that time already exceeded a million.

3 "Fhis argument was constantly repeated in official publications of the
period, e.g. Trud, July 4, 1023, where it was alleged that a substantial number
of the registered unemployed were ‘‘ typical non-worker elements, engaged in
trade and speculation, who besieged the labour exchanges in order to obtain a
legalization of their position as workers > ; see also Shmidt’s statement quoted
on pp. s0-51 below.

. 4 Statistika Truda, No. 1 (10), pp. 1-4; even so, the number of workers in
industry was only just over half the total of 1914 (b¢d. No. 6, 1923, p. 3).

5 §ee The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 193-195.

6 “The influx from the village into the town >’ was one of the explanations
of the unemployment crisis given by Rykov to the fifth congress of Comintern

in ]une“ 1924 (Protokoll : Funfter Kongress der Kommunistischen Internationale
(n.d.), ii, 538-539).
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Throughout the first half of 1923 the crisis grew slowly in
intensity. Even if the skilled industrial worker seemed largely
immune, the unskilled casual worker still constituted so high a
proportion of the total Russian labour force that his fate could not
be wholly ignored. A contemporary press account of a typical
scene at a labour exchange in the industrial suburbs of Moscow,
where a vast mob of unemployed, men and women, fought and
struggled for admission when the doors were thrown open, since
only those first inside could hope for the few available jobs, reveals
the crude dimensions of the misery of urban unemployment in the
spring of 1923.7 As the wave of prosperity in consumer industries
which followed the creation of the trusts and syndicates in 1922
exhausted itself and gave way to the ‘‘ sales crisis >’ of the summer
of 1923, while no progress was made in the revival of heavy
industry, large-scale unemployment spread rapidly to the factory
worker. Trotsky’s report on industry to the twelfth party congress
in April and the resolution of the congress had admitted — the
former explicitly, the latter by implication — that the rationaliza-
tion of industry would entail extensive dismissals of redundant
workers.? In June 1923 the trade union central council reported
‘“ a relative growth in unemployment among men as compared
with women and an increase of unemployed skilled workers .3
A few weeks later the principal representative of Narkomtrud in
the Ukraine wrote that *‘ the increase of unemployment is falling
on the industrial workers *’ and was likely to be intensified by the
‘‘ unavoidable reorganization >’ of some of the trusts. The report
continued :

Unemployment is becoming chronic; its character is bound
up with the condition of our economy, and it is unavoidable so
long as we are unable to stimulate sufficiently the development
of our industry.+

At the session of the trade union central council in September,
Shmidt once more asserted that 62 per cent of the unemployed
were either ‘‘ bourgeois elements *’ or unskilled workers, and that
women were in a majority in both categories: he repeated the
allegation that the lists of the unemployed were swollen with
‘ fictitious ”’ claimants — *‘ traders from the Sukharevka >’ and

! Trud, May 9, 1923. 2 See pp. 22, 25 above.
3 Trud, June 26, 1923. 4 Ibid. July 20, 1923.
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daily workers. But he admitted that the remaining 38 per cent
formed * the real cadre of the unemployed, to which we must
address all our attention .7 After the summer of 1923 the gravity
of the unemployment problem might be minimized, but could no
longer be ignored.

To deal with a crisis of this character the Soviet administrative
machine of the NEP period was totally unequipped. Some con-
ventional gestures were made. On December 135, 1922, Sovnarkom
allocated 500 million rubles (1922 pattern) for public works to
relieve unemployment.2 A report covering the first quarter of
1923 recorded that 14 million puds of rye and 1,600,000 rubles
(1923 pattern, which divided the nominal value of the 1922 ruble
by one thousand) had been allocated to the promotion of public
works, and claimed that from 4 to 5 per cent of the total number of
unemployed had been occupied on them.3 But even this modest
claim was apparently exaggerated, since the proportion of un-
employed so occupied in Moscow and Petrograd in May 1923
was less than 1 per cent.# In Yaroslav the special commission on
public works attached to the labour exchange was ‘‘ temporarily
unable to proceed owing to lack of funds . In Petrograd it was
said that an average of 1000 workers a day was employed on
public works during the first half of 1923, but that in July the
number had fallen owing to organizational difficulties to 666.5
Nor were the rates paid such as to encourage the view that public
works were anything but a makeshift form of outdoor relief.
Taking the ‘“ standard *’ monthly wage of ten goods rubles as the
basis, an instruction of Narkomtrud limited the wage of unskilled
workers employed on public works to 40 per cent of this figure,

* Ibid, September 28, 1923 ; for a further attempt by Shmidt to distinguish
between the different categories of unemployed see Voprosy Truda, No. 10-11,
1923, p. 19. In January 1924 he gave the figures as 38 per cent Soviet workers,
26 per cent unskilled workers from the country and only 24 per cent skilled
workers (XI Vserossiiskii S”’exd Sovetov (1924), pp. 103-104) ; but one of these
percentages — probably the last — is evidently wrong.

2 Voprosy Truda, No. 2, 1923, p. 28; the decree does not appear in the official
collection — generally a symptom that no major importance was attached to it.

3 Trud, May 13, 1923. The rye was not intended for direct relief or for
paymeat in kind : it was sold for 1,300,000 gold rubles, which were credited to
the fund. These advances were treated not as grants, but as revolving credits
to the economic organs concerned, due for repayment after periods ranging
from six to eighteen months (ibid. October 24, 1923).

4 Ibid. May 23, 1923. 8 Ibid. March 9, July 15, 1923.
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Throughout the first half of 1923 the crisis grew slowly in
intensity. Even if the skilled industrial worker seemed largely
immune, the unskilled casual worker still constituted so high a
proportion of the total Russian labour force that his fate could not
be wholly ignored. A contemporary press account of a typical
scene at a labour exchange in the industrial suburbs of Moscow,
where a vast mob of unemployed, men and women, fought and
struggled for admission when the doors were thrown open, since
only those first inside could hope for the few available jobs, reveals
the crude dimensions of the misery of urban unemployment in the
spring of 1923.7 As the wave of prosperity in consumer industries
which followed the creation of the trusts and syndicates in 1922
exhausted itself and gave way to the *‘ sales crisis *’ of the summer
of 1923, while no progress was made in the revival of heavy
industry, large-scale unemployment spread rapidly to the factory
worker. Trotsky’s report on industry to the twelfth party congress
in April and the resolution of the congress had admitted — the
former explicitly, the latter by implication — that the rationaliza-
tion of industry would entail extensive dismissals of redundant
workers.2 In June 1923 the trade union central council reported
‘“ a relative growth in unemployment among men as compared
with women and an increase of unemployed skilled workers .3
A few weeks later the principal representative of Narkomtrud in
the Ukraine wrote that “ the increase of unemployment is falling
on the industrial workers >’ and was likely to be intensified by the
““ unavoidable reorganization *’ of some of the trusts. The report
continued :

Unemployment is becoming chronic ; its character is bound
up with the condition of our economy, and it is unavoidable so
long as we are unable to stimulate sufficiently the development
of our industry.4

At the session of the trade union central council in September,
Shmidt once more asserted that 62 per cent of the unemployed
were either “ bourgeois elements *’ or unskilled workers, and that
women were in a majority in both categories: he repeated the
allegation that the lists of the unemployed were swollerr with
“ fictitious ”’ claimants — ‘‘ traders from the Sukharevka ”’ and

' Trud, May 9, 1923. 2 See pp. 22, 25 above.
3 Trud, June 26, 1923. 4 Ibid. July 20, 1923.
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daily workers. But he admitted that the remaining 38 per cent
formed “ the real cadre of the unemployed, to which we must
address all our attention ”.! After the summer of 1923 the gravity
of the unemployment problem might be minimized, but could no
longer be ignored.

To deal with a crisis of this character the Soviet administrative
machine of the NEP period was totally unequipped. Some con-
ventional gestures were made. On December 15, 1922, Sovnarkom
allocated 500 million rubles (1922 pattern) for public works to
relieve unemployment.2 A report covering the first quarter of
1923 recorded that 14 million puds of rye and 1,600,000 rubles
(1923 pattern, which divided the nominal value of the 1922 ruble
by one thousand) had been allocated to the promotion of public
works, and claimed that from 4 to 5 per cent of the total number of
unemployed had been occupied on them.3 But even this modest
claim was apparently exaggerated, since the proportion of un-
employed so occupied in Moscow and Petrograd in May 1923
was less than 1 per cent.4 In Yaroslav the special commission on
public works attached to the labour exchange was ‘‘ temporarily
unable to proceed owing to lack of funds . In Petrograd it was
said that an average of 1000 workers a day was employed on
public works during the first half of 1923, but that in July the
number had fallen owing to organizational difficulties to 666.5
Nor were the rates paid such as to encourage the view that public
works were anything but a makeshift form of outdoor relief.
Taking the “ standard ”’ monthly wage of ten goods rubles as the
basis, an instruction of Narkomtrud limited the wage of unskilled
workers employed on public works to 40 per cent of this figure,

¥ Ibid. September 28, 1923 ; for a further attempt by Shmidt to distinguish
betweeh the different categories of unemployed see Voprosy Truda, No. 10-11,
1923, p. 19. In January 1924 he gave the figures as 38 per cent Soviet workers,
26 per cent unskilled workers from the country and only 24 per cent skilled
workers (XI Vserossiiskii S”’exd Sovetov (1924), pp. 103-104) ; but one of these
percentages — probably the last — is evidently wrong.

2 Voprosy Truda, No. 2, 1923, p. 28; the decree does not appear in the official
collection — generally a symptom that no major importance was attached to it.

3 Trud, May 13, 1923. The rye was not intended for direct relief or for
payment in kind : it was sold for 1,300,000 gold rubles, which were credited to
the fund. These advances were treated not as grants, but as revolving credits
to the economic organs concerned, due for repayment after periods ranging
from six to eighteen months (ibid. October 24, 1923).

4 Ibid. May 23, 1923. 8 Ibid. March g, July 15, 1923.
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of skilled workers to 60 per cent and of workers with special skills
to 8o per cent.! As early as May 1923 the trade union newspaper
admitted that not much could be hoped for from public works
and advocated an organized mobilization of the unemployed for
the harvest.? Finally, in September 1923, at the central council
of trade unions, Shmidt, the People’s Commissar for Labour,
who claimed that 44 million gold rubles had been spent on public
works to absorb 5 or 6 per cent of the total of unemployed, wrote
off the whole scheme in unusually emphatic terms :

It is impossible to do much about this owing to the grievous
financial position of the state. . . . It is more practical to use
the huge sums which the organization of public works demands
for the support of industry. . . .

We cannot organize public works of any kind, with the
exception of communal works in Moscow and Petrograd, and
it is therefore inappropriate to make public works into a system
and take note of them in a resolution of the plenum of the trade
union central council. We are not rich enougg to carry them out.3

Rather more promising at the outset was the attempt to give
support to artels or cooperatives of unemployed workers, since
the artel had long been a characteristic feature of Russian economic
life and seemed to represent a genuine measure of self-help. A
report of October 1923, which distinguished between ‘‘ pro-
ductive >’ artels engaged in various forms of small industry and
*“ workers’ >’ artels hiring out the labour of their members, col-
lected records from 42 cities of 116 * productive >’ artels employing
12,000 workers and 173 ‘‘ workers’ >’ artels employing 18,000
workers. But, far from solving the unemployment problem, these
organizations themselves ‘‘ flourish in time of economic prosperity
and are subject to crises in time of depression >.# What success
was enjoyed by the artels was achieved by undercutting the
miserable wage rates of regularly employed workers. In July 1923
the president of the central committee of the builders’ trade
union protested energetically against workers’ artels which, though
fostered by the labour exchanges, represented *‘ the crudest and
most ruthless exploitation of the workers ”, who enjoyed. the
protection neither of collective agreements nor of labour législa-

¥ Tr.ud, September 8, 1923 ; for the standard see p. 70 below.
2 Ibid. May 23, 1923. 3 Ibid. September 28, 1923.
4 Ibid. October 24, 1923.
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tion in general; and trade unionists complained about the same
time that the artels in Petrograd * inevitably degenerate into petty
private concerns to exploit the labour of the unemployed .1
It was officially stated that one of the reasons for employing the
artels was that ‘‘ this considerably cheapens production .2 A
little later the trade union newspaper referred once more to the
‘“ deviations > which had occurred in artels of the unemployed
owing to the fact that they had been ** captured by the market ”,
but pleaded against their unconditional abandonment.? Artels
continued to exist, and continued to be looked on with suspicion
by the trade unions and by the organized workers. But as a
means of combating unemployment they were quickly discounted.

Social insurance against unemployment, in abeyance under
war communism, had been revived in the autumn of 1921. At the
end of the year a decree put the rate of benefit at from one-sixth
to one-half of current wage rates according to the qualification
of the worker, and left the maximum duration of unemploy-
ment benefit to be fixed by the People’s Commissariat of Social
Security (Narkomsobes) in conjunction with Narkomtrud.# The
instruction issued by Narkomsobes on January 31, 1922, in
pursuance of this decree, required registration within seven days
of the beginning of unemployment, and from unskilled workers
and clerical employees (though not from skilled workers) proof
of previous employment for a period of three years. In the con-
ditions of the time, few persons can have been able to comply
with this requirement if it was strictly enforced ; and the purpose
of the instruction was apparently to limit unemployment benefit
to the small minority of skilled industrial workers.s Under the
labour code of November 1922 the duration of benefit was not
to be limited to a shorter period than six months, and discretion
was left to Sovnarkom to fix a minimum previous period of work
required to establish a claim to benefit; at the same time the

v Ibid. July 11, 15, 1923. 2 Ibid. October 24, 1923.

3 Ibid. December 14, 1923.

4 Sobranie Uzakonenii, 1922, No. 1, art. 23 ; for the earlier decrees see The
Bolshevigk Revolution, 19171923, Vol. 2, p. 322, note 1. A summary account of
the history and working of unemployment insurance down to 1924 is in Sotsialis-
ticheskoe Kh istvo, No. 3, 1924, pp. 215-229.

s The instruction is quoted in Sotsialisticheskii Vestnik (Berlin), No. 3 (73),
February 11, 1924, p. 11 : the original text has not been available.
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administration of unemployment insurance was transferred from
Narkomsobes to Narkomtrud — an indication that it was to be
treated as a specific labour problem rather than as a problem of
social welfare.! .

With the growth of mass unemployment in the latter part of
1922, the idea that the total number of those vainly seeking
employment in the cities could be covered by insurance benefits
had to be dismissed as chimerical. Of the total number of
registered unemployed in January 1923, 26 per cent in Moscow
were in receipt of relief, 14 per cent in Petrograd and 11 per cent
in 12 other major industrial centres; outside them, the percentage
was no doubt lower still.2 In the same month the Moscow
labour exchange undertook a re-registration of all unemployed on
its books with a view to the elimination of ¢ fictitious claimants .3
This example was followed by labour exchanges throughout the
country, and became one of the burning issues of 1923. Some
exchanges, according to a report in the trade union newspaper,
‘“ interpreted re-registration as a temporary artificial reduction of
unemployment by means of the wholesale removal from the register
of all who could be  got rid of ’”’; and reductions of from 60
to 70 per cent were effected in some places, though these were
soon counterbalanced by fresh entries.# A complaint was heard
that the trade unions insisted on the registration of office workers
in industrial enterprises as ‘‘ Soviet workers ”, thus effectively
excluding them from benefit.5 A fresh instruction of Narkomtrud
of June 11, 1923, slightly relaxed the conditions on which relief
was to be granted. “ Intellectual workers of high qualifications
who have received a special education, such as engineers, agro-
nomists, doctors, teachers, etc.”’, were placed on the same footing

1 Sobranie Uzakonenii, 1922, No. 70, art. 9o3, paras. 186-187; No. 81,
art. 1049.

2 Statistika Truda, No. 3 (12), 1924, p. 7 ; according to Trud, December
13, 1923, 10° 9 per cent of all unemployed were receiving relief in February 1923.

3 Ekonomicheskaya Zhizn’, January 18, 1923.

4 Trud, April 14, 1923 ; the same article complained that the regulations
made by the labour exchange in T'saritsyn were so complicated that none of
the unemployed there qualified for benefit. A later article drew attention to
the rapid turnover, and resulting inefficiency, of workers in labour exchanges :
“ owing to the extremely onerous and nervous character of the work, and also
to the low rates of pay, they run away to other institutions at the first oppor-
tunity >* (ibid. July 11, 1923).

s JIbid. January 26, 1923.



CH. 11 THE PLIGHT OF LABOUR 55

as skilled workers: they were entitled to relief without having
to demonstrate a continuous period of employment. Unskilled
workers became entitled in virtue of one year’s continuous employ-
ment (instead of three).! These relaxations do not seem, however,
to have led to any substantial extension of the scope of relief.
The proportion of unemployed in receipt of it rose to 15 per cent
in April, and fell back to 12 per cent in July.2 But, since the rise
was balanced by the vigorous purging of ‘ fictitious claimants *’,
it is doubtful whether a higher proportion of bona fide unemployed
in fact obtained relief.

What did substantially increase during the first six months of
1923 was the miserable pittance actually paid to recipients of
relief. In January 1923 the average payment was only 13 per
cent of the so-called standard wage of ten goods rubles, i.e. 1-3
goods rubles, though the rate for Moscow was higher than the
average. By June 1923 the average rate had reached 45 per cent,
i.e. 4% goods rubles.? Higher than this figure, which was still
well below the commonly accepted subsistence level, it did not
go. When the social insurance scheme was reorganized in the
winter of 1921-1922, unemployment did not rank high among
the contingencies against which provision was made. The un-
employment fund was originally financed by contributions from
‘“ employers > (no contribution was exacted from workers)
amounting to 24 per cent of wages paid; this compared with
contributions of from 6 to g9 per cent, according to the category
of enterprise, to the sickness and temporary disability fund,
and from 7 to 10 per cent to the pensions fund.+ But difficulty
was evidently experienced in collecting these contributions.
In April 1923 defaulters were rendered liable to criminal pro-
secution; and shortly afterwards the rates were reduced to 2
per cent for the unemployment fund out of a total contribution

t Ibid. June 13, 1923, which also records the optimistic estimate of the
official in charge of the fund that the new instruction would increase the pro-
portion of unemployed in receipt of relief to 30 or 35 per cent.

2 Jbid. December 13, 1923 ; on January 1, 1924, 30 per cent of the regis-
tered unemployed in Moscow were reported to be in receipt of relief, 16 per cent
in Petrograd, and 11 per cent in 12 other major industrial centres (Statistika Truda,
No. 3 (12), 1924, p. 7) — percentages only slightly higher than a year earlier.

3 Trud, September 28, 1923 ; average rates for the first eight months of

1923 are quoted, ibid. October 10, 1923.
4 Sobranie Uzakonenii, 1922, No. 2, art. 34 ; No. 6, art. 65.
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ranging from 12 to 16 per cent for enterprises owned or financed
by the state and from 16 to 22 per cent for private enterprises.*
Yet, whatever the shortcomings on the revenue side, the fact
remains that throughout the unemployment crisis the resources of
the unemployment fund were not seriously strained.z In January
1923, only 70 per cent of the revenues of the fund were being paid
out in relief. But revenues continued to rise, presumably owing
to improved methods of collection; and in June 1923, when the
rate of relief had been largely increased, the proportion of out-
goings to revenue fell to 60 per cent, and remained at or below
that figure for the rest of the year.? During the first formidable
unemployment crisis which the Soviet economy had had to meet,
the fund created to meet such an emergency was drawn on only
to the extent of rather more than half its total resources. Yet,
when the crisis reached its height in the summer of 1923, no
serious attempt was made either to increase the sum paid to the
individual by way of relief or to extend the categories of individuals
entitled to draw relief.

The reasons for this restraint must be sought in the field of
general policy. The refusal to raise the rate of payment to the
individual rested on the cogent ground that the pittance of 43
or 5 goods rubles a month already approached the lowest actual
wage paid to the unskilled casual worker. Indeed, as Shmidt
explained to the trade union central council in September 1923,
the delays in the payment of wages to the miners in the Donbass
had already produced a situation in which they were no better off
than unemployed in receipt of relief.4 The low rate of relief was

* Sobranie Uzakonenii, 1923, No. 27, art. 313; No. 31, art. 342. The
complaint was still heard in January 1924 of the difficulty of collecting full
contributions (XI Vserossiiskii S”exd Sovetov (1924), p. 96); and in the fol-
lowing month, at the time of the financial reform, the total contribution for
enterprises financed by the state was ‘‘ temporarily reduced ”’ to 10 per cent
(Sobranie Uzakonenii, 1924, No. 32, art. 299).

2 The statement in the report of the visiting British Labour Delegation in
1924, cited in The Bolshevik Revolution, 1917-1923, Vol. 2, p. 323, note 1,
which attributed the shortcomings of unemployment relief to * the financial
failure of the system of social insurance *’, was incorrect.

* Trud, September 28, December 13, 1923.

4 Ibid. September 28, 1923 ; in the same speech Shmidt claimed that the
standard rate of relief at that time was 5 goods rubles for the skilled, and 3
for the unskilled, worker, with corresponding rates of 6 and 4 respectively in
Moscow and Petrograd.
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an index of the poverty of the economy as a whole. The trade
unions accepted this view, and pressed only for an increase in the
number of the unemployed to whom relief should be accorded.!
But this too was incompatible with the ruling policies of Narkomfin,
which, in pursuit of the strictest principles of orthodox finance,
made deflation and the curtailment of the currency issue its over-
riding aim. The compromise reached and put in practice through-
out 1923 meant at best a strictly limited measure of relief (less
than the lowest wage of the unskilled worker) for a fairly high
proportion of skilled workers, especially in Moscow and Petrograd,
where the most important industries were still congregated and
where industrial discontent might have been politically dangerous ;
and this was reluctantly accepted by the trade unions, whose
members were at any rate in a better position than other workers.?

The sharpness of the distinction between the skilled worker
and the mass of casual unemployed was an accurate reflexion of
Russian labour conditions, where the peasant and the unskilled
urban worker were interchangeable entities with regular seasonal
fluctuations between the two groups, and where a large part even
of the skilled labour force was liable to disintegrate in unfavourable
conditions and return to the peasant mass out of which it had so
recently emerged. The distinction was stated with brutal frank-
ness by Shmidt, who explained to the trade union central council
in September 1923 that the aim was ‘‘ the preservation of the
skilled labour force which we cannot employ in the immediate
future ”’ :

Our industry [he went on] has been so contracted that our
skilled workers have been thrown out of work. Unemploy-
ment among this group is persistent. . . . Yet this labour force
is necessary to us, because we must at all costs preserve it until
such time as the possibility occurs of developing our industry.

1 For the resolution of the trade union central council in September 1923
acquiescing in the view that an increase in the rate of relief was *‘ impracticable

. owing to the existing level of the minimum wage *’ see Trud, October 2,
1923 ; as late as January 1924, Shmidt repeated that, while payments to the
unemployed, compared with payment to the sick and disabled, were extremely
“ small ’, it was ‘ impossible in the immediate future to raise them *’ (XI
Vserosstiskii S”ezd Sovetov (1924), P. 94).

2 At a time when only one-seventh of all unemployed were receiving relief,
one-half of unemployed trade unionists were receiving it (7rud, December 13,
1923).

E
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All the other groups registered at the labour exchange cannot
count on our help.

The resolution of the council demanded ‘“ a struggle with un-
employment among skilled and auxiliary industrial workers and,
at the same time, a further purging from the labour exchanges
of the extraneous element ”.* A decision to refuse registration
to new arrivals from the country 2 was met by an illegal enterprise
of the newcomers, who began to organize a private labour exchange
of their own.? But the policy of Narkomtrud remained clear and
uncompromising. To support by measures of relief those un-
skilled workers who could easily be reabsorbed into the peasant
mass until such time as a further demand arose for unskilled
labour would have been pointless; it was necessary to support
only those limited groups of skilled workers whose dispersal, even
if there was no immediate call for their services, would be a long-
term national disaster. What was striking about the official
attitude was not so much the uninhibited admission that little or
nothing could be done to relieve the evil of unemployment — in
this respect, as in the overriding importance attached to financial
considerations, the NEP economy of Soviet Russia displayed
much the same characteristics as contemporary capitalist economies
— but the tenacity with which, even in the midst of NEP, the long-
term purpose of the development of industry was kept firmly in
mind, and treated as outweighing any conceivable hardships or
privations imposed on the mass of workers in the immediate future.

A curious by-product of the unemployment crisis was its effect
on the régimes of the penal labour camps.# Hitherto prisoners in
these camps had been regularly drafted to work in factories or
other enterprises requiring labour. Now that jobs were few, the
competition of this forced labour came to be keenly resented by
free workers and by the trade unions. A decree of February 1923
provided that persons condemned to compulsory labour must in
future as a rule “ be allocated to work specially designed for
places of detention or to economic enterprises attached to such
places ’; only if such work was not available were they to be

3 Trud, September 28, October 9, 1923. 2 Ibid. October 4, 1‘923.

3 X1 Vserossiiskii S”’exd Sovetov (1924), p. 105.

4 For the institution of these camps see The Bolshevik Revolution, 1917~
1923, Vol. 2, pp. 210-211.
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sent elsewhere ‘‘ to the most dangerous and hardest work for
which there are no volunteers among the unemployed . This
would appear to have been the starting-point of the large-scale
enterprises organized under the management and direction of the
GPU for the employment of compulsory labour. But there was
no absolute line of demarcation between the two types of enter-
prise; in case of need unemployed free workers could be sent by
labour exchanges to enterprises employing primarily compulsory
labour.z

Of the consequences of the diminished weight of the industrial
worker in the Soviet economy, the most conspicuous was the decline
in the influence and prestige of the trade unions. The immediate
result of NEP had been a sharp reduction in trade union member-
ship, due in part to the growth of unemployment, but mainly to
the new regulation making membership voluntary and conditional
on the payment of dues.?2 Numbers fell from a high level of
8:4 millions on July 1, 1921, to 5-8 millions on April 1, 1922, and
4-5 millions on October 1, 1922: the figures remained almost
stationary for the rest of the year 1922, and then began to recover,
probably owing to improved organization, reaching a total of 5:35
millions on July 1 and of §5-5 millions on October 1, 1923.3 Buta
better index of the scope of trade union activity is provided by
the numbers of workers covered by collective agreements, which
under NEP replaced labour service as the normal form of engage-
ment for industrial and clerical workers. On July 1, 1923, 81
collective agreements covering 2 million workers had been con-
cluded by or with the sanction of the central trade union organiza-
tion. This covered 41 per cent of all trade union members, but
in widely different proportions in different occupations. All rail-
waymen (and go per cent of all transport workers), all teachers and
all workers in the sugar industry were covered by centrally con-
cluded collective agreements ; but only 41 per cent of workers in
metal-working industries were so covered, 39 per cent of miners, 19
per cent of “ Soviet workers *’ and 2 per cent of building workers.

1 Sobranie Uzakonenii, 1923, No. 16, art. 202.

3 See The Bolshevik Revolution, 1917—-1923, Vol. 2, p. 328.

3 Statistika Truda, No. 3, February 1923, p. 10; No. 4, 1923, p. 7; No. 2
(x1), 1924, p. 19.
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In addition to these agreements, 8430 collective agreements con-
cluded locally and covering 1,400,000 workers (an average of
about 165 workers for each agreement) were recorded on July 1,
1923.! The further nominal membership of 2 millions (including
a substantial number of unemployed) not covered by any collective
agreement was no source of additional strength; and it is un-
certain how far the trade union membership of workers covered
by local agreements, most of them employed in small and scattered
undertakings, was really effective.

More significant than the fluctuations in figures of trade union
membership was the changed status of the unions. In the period
of war communism the industrial workers, whatever burdens were
placed on them in the form of military or labour service, were the
privileged class on which Soviet policy hinged; and the trade
unions represented the workers within the state machine, of which
they were in all but name an integral and vital part. The trade
unions under war communism eclipsed in influence and import-
ance both the managerial side of industry, which still suffered
from the active prejudice against former bourgeois * specialists »°,
and the labour organ of the state, Narkomtrud, which became a
mere executive instrument of policies decided on by the trade
unions.? Under NEP these relations underwent a radical change.
In the industrial “ triangle >’ formed by state, management and
labour, the trade unions soon found themselves relegated to the
subordinate position. The “ Red industrialists ’, freed from the
suspicions which had formerly clung to them, were now the main
pillars of NEP in industrial affairs. It was they, rather than the
trade unions, whose opinion counted in issues of industrial policy.
Now that the trade unions were financed, no longer by the state,
but by the contributions of their members, it became a common
and convenient practice to collect members’ dues by arrangement
with the factory management, which deducted them from wages.
This practice was a subject of constant protest from trade union
headquarters. In February the trade union newspaper con-
gratulated the trade union council of the Don region on starting

¥ Statistika Truda, No. 9, 1923, pp. 12-15; the resistance to the adoption
of collective agreements outside the large centres was referred to in an article
in Trud, May 3, 1923, which complained that local Soviets were refusing to

conclude such agreements with their employees.
2 See The Bolshevik Revolution, 1917~1923, Vol. 2, Pp. 201-202.
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a campaign for the collection of dues by the unions themselves; !
but there is no evidence of its success. In June 1923, on the
occasion of the congress of the metal workers’ union, the complaint
was again heard that branches collected dues ‘“ through the office
of the enterprise >’ and that ‘‘ the true relation of the worker to
the union is thus concealed .2 But reform proceeded ‘‘ at the
pace of the tortoise ’, and in October only 10 per cent of the
metal workers in Moscow were yet paying dues direct to union
collectors, though figures of from 30 to 6o per cent were reported
from other centres.3 If this was the state of affairs in the powerful
and relatively well-organized metal workers’ union with its member-
ship of highly skilled workers, even less progress is likely to have
been made elsewhere.# The procedure of the automatic deduction
of dues from wages was too convenient to the unions to be lightly
abandoned ; but it threw a revealing light on the relation in which
the trade unions normally stood to the management.

Nor was the authority of the state machine any longer available
to uphold the interests of the trade unions in any conflict with the
managers. One of the results of NEP had been to deprive the
industrial worker of the direct patronage which he had enjoyed in
the preceding period from the state. The functions of the state
in regard to him were now confined under the labour code of
November 1922 to the safeguarding of certain minimum con-
ditions of safety and welfare, the fixing of a minimum wage,
and the maintenance of labour exchanges through which the
engagement of labour was normally effected.5 Wages were no
longer determined by the state, but by collective contracts con-
cluded between employers and trade unions. In theory, the trade
unions were completely independent ; their functions were those

! TYud, February 21, 1923. 2 Ibid. June 15, 1923.

3 Ibid. September 21, October 18, 1923.

4 Sotsialisticheskii Vestnik (Berlin), No. 10 (80), May 10, 1924, pp. 15-16,
described a system in force at the Sormovo works by which “ collectors ** of
trade union dues were elected by the workers, and received from the union a
percentage of the amounts collected ; by arrangement with the management
the collectors obtained possession of the metal discs which workers had to pro-
duce in order to obtain admission to the factory, and refused to hand these

over til the dues were paid.

5 See The Bolshevik Revolution, 1917—-1923, Vol. 2, pp. 330-331. The official
minimum wage was fixed monthly by Narkomtrud, from December 1922 to
October 1923 in Soviet rubles, and thereafter (Sbhornik Dekretov, Postanovlenii,
Rasporyazhenii i Prikazov po Narodnomu Khozyaistvu, No. 11 (14), November
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normally exercised by unions in a capitalist economy. In practice,
their independence was a source of weakness rather than of
strength ; prohibited by the compulsion of party discipline on
their leaders from delivering any direct challenge to governmental
decisions, they paid for their formal independence by a removal
from the centre of authority which made them less able to protect
and further the interests entrusted to them. Narkomtrud not only
resumed charge of the administration of social insurance,’ but
took once more the place in the governmental hierarchy from
which the trade unions had ousted it in the days of war com-
munism. The industrialists, now firmly entrenched in influential
posts in the commissariat,z noted the development with satisfac-
tion. *‘‘ Instead of the creaking organ with insignificant functions
of the period of war communism >, wrote Ekonomicheskaya
Zhizn’ in an article on Narkomtrud on July 17, 1923, *“ we have
again a strong healthy organism responsible for the performance
of very great and important tasks.”” Broadly speaking, the trade
unions may be said, from 1923 onwards, to have accepted the full
implications of NEP. They devoted themselves with success to
the extension and improvement of their organization; they per-
formed the necessary and often embarrassing function of acting
as intermediaries between government and workers, inculcating
on the workers the duty of loyally accepting governmental decisions
and impressing on the government, sometimes with success, the
need to alleviate the lot of the workers on specific points; but
they no longer claimed a réle in major decisions of policy.

Of the symptoms of the growth in the power of employers and
managers at the expense of the workers in the winter of 1922-1923
the first and most obvious was the by-passing of the labour
exchanges. Labour exchanges, originally set up in 1917, had
become in the autumn of 1918 the sole legal medium for the
hiring of workers. This system had been short-lived, and gave
1923, pp. 61-62) in chervonets rubles, the whole country being divided into
three regions to which different rates were applicable. But the legal minimum
lagged so far behind even the lowest wage fixed by collective agreement (for
November 1923 it was only five rubles in the highest zone) that it played no
part in wages negotiations or policy. On January 9, 1924, Tyud solemifly pre-~
dicted that, if not raised, it would become ‘‘ an empty formality » ; in fact it
had long been.

! See The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 328-329.
2 See p. 46 above.
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place under war communism to the direct recruitment of workers
by public authority ; the labour exchanges had been transformed
into organs of Narkomtrud with compulsory powers to mobilize
and direct labour.! Under NEP the labour exchanges resumed
their original function, and the labour code of November 1922
maintained the principle that all labour was to be engaged,
whether by private employers or by state institutions and enter-
prises, through them. Even before this, however, the obligation
to engage labour from the exchanges was evaded by the employers
(a fruitless protest against this abuse had been registered by the
fifth All-Russian Congress of Trade Unions in September 1922) ;
and the code itself provided a generous schedule of exceptions in
which the rule of engagement through the exchanges could be
neglected. From this point the campaign against the labour
exchanges gathered strength. The new authority exercised by
the industrialist in labour questions was illustrated not only by
the ample provisions for the dismissal of workers embodied in
the new labour code,? but by a decree of January 1923 on the
registration of unemployed at labour exchanges which stipulated
that enquiries for workers must be satisfied ‘“ not by mechanical
allocation of the unemployed in order of rotation, but by the
strictest observance of the requirements expressed by the em-
ployer .3 A decree of February 1923 drew up detailed lists of
workers who could be engaged directly : these included specialists,
managers, book-keepers and all responsible clerical workers.+ In
a period when the supply of workers so far exceeded the demand,
the employers were in a strong position to circumvent the exchanges
when it suited their convenience to do so. In July 1923 a further
decree dealing in detail with the functions and organization of
labour exchanges reaffirmed the right of employers to choose
workers from lists drawn up by the exchanges, and offered
every loophole for employers to reject workers sent to them.

1 See The Bolshevik Revolution, 1917—-1923, Vol. 2, pp. 209-210.

2 See thid. Vol. 2, p. 331.

3 Sbornik Dekretov, Post lenii, Rasporyazhenii i Prikazov po Narodmnomu
Khozyaistvu, No. 1 (4), January 1923, pp. 91-92 : six months later a further
decree,gave the employer a right of * direct selection of labour power from the
lai:: (I,st ;J)orkers registered at the exchange *’ (Sobranie Uzakonenii, 1923, No. 68,

4 Sobranie Uzakonenii, 1923,No. 13, art. 171 ; a protestagainst this extension of
exemptions from labour exchange procedure appeared in Trud, March 10, 1923.
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employed persons must be allocated to jobs * exclusively on the
strength of their skill, experience or working capacity ”’, though as
between two equally suitable candidates preference was to be
given to a member of a trade union.! Two months later a circular
of Narkomtrud set up a procedure of ‘ consultation ” between
employers and labour exchanges in respect of all demands for
more than ten workers or for workers of special qualifications.?
All this constituted part of what Trud called * pressure by the
industrialists on the labour exchanges in the form of an assault
on their monopoly position in the labour market .3 These suc-
cessive pronouncements gradually prepared the way for the dis-
appearance of the labour exchanges as obligatory channels for the
engagement of labour and their transformation into voluntary
employment agencies maintained by the state. This process was
completed at the beginning of 1925.4

A field in which the trade unions were at this time continually
fighting a rearguard action to maintain their influence was the
procedure for settling labour disputes. Under war communism,
where the state was virtually the sole employer of labour, labour
disputes in the ordinary sense of the term did not arise; con-
tested points were settled by Glavkomtrud, and obedience enforced
by the ‘ comradely courts of discipline .5 Under NEP, where
labour was voluntary and the collective contract the usual form
of engagement, the question of the handling of disputes was
quickly reopened. The resolution on the trade unions drafted
by Lenin and adopted by the party central committee on January
12, 1922, while guardedly conceding the admissibility of strikes
against ‘‘ bureaucratic perversions > or * survivals of capitalism ”,
relied in the event of conflicts on “ the mediatory action of the
trade unions ”’, which would either enter into negotiations with the
economic organs concerned or appeal to the highest organs of state :
the setting up by the trade unions of ‘ conflict commissions *’ was

1 Sobranie Uzakonenii, 1923, No. 68, art. 655.

3 Trud, September 29, 1923.

3 Ibid. December 30, 1923 ; the same article recapitulated the old abuses
in the labour exchanges — *“ the notorious ‘ purges * . . ., quibbles about regis-
rt;t'i!:?.’ .cessation of registration of newcomers in order to * diminish unemploy-

4 Sobranie Zakonov, 1925, No. 2, art. 15 ; the only restriction now remaining

was that private employment agencies might not be set up.
5 See The Bolshevik Revolution, 1917-1923, Vol. 2, p. 211, note 6.
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recommended for dealing with disputes.! In pursuance of this
resolution, it became customary to include in collective agreements
provisions for the establishment of so-called Assessment and
Conflict Commissions (Rastsenochno-Konfliktnye Komissii or
RKK) composed of representatives of employers and workers
(or of the trade unions acting on their behalf) to settle current
questions of relations between management and labour and dis-
puted points arising out of the agreement. The procedure
remained voluntary on both sides; and the assumption was that
the weapon of the strike remained in the hands of the workers as a
last resort, however much its use might in practice be discouraged.z

Before long, however, the inadequacy of the RKK as a means
of dealing with the discontent of the workers became apparent ;
and a decree of July 18, 1922, marked a further attempt to face
the issue. The RKK were left in being, but two new institutions
were superimposed on them as instances of appeal for disputes
which they had failed to settle to the satisfaction of both parties.
These were conciliation courts (Primiritel’nye Kamery) and
arbitral tribunals (Treteiskie Sudy). The conciliation courts
differed in two respects from the RKK : they could deal not only
with disputes arising out of the collective agreements, but with
complaints against the provisions of the collective agreements,
which were beyond the competence of the RKK ; and the presi-
dent of a conciliation court was appointed by Narkomtrud. Since
the parties were equally represented and the president had no
vote and could exercise only powers of persuasion, the voluntary
principle was preserved, though decisions once agreed on were
legally binding. On the other hand, the president of an arbitral
tribunal, who was also appointed, in default of agreement between
the parties, by Narkomtrud, had a casting vote; and decisions
of the tribunal so constituted were legally binding. Here, too, the
voluntary principle was in theory preserved, since disputes
(whether or not they had previously come before a conciliation
court) could be referred to an arbitral tribunal only by agreement

1 For this resolution see The Bolshevik Revolution, 19r17-1923, Vol. 2,
Pp- 326-327.

2 The status of the RKK was later confirmed and regulated by a decree
(Sobranie Uzakonenii, 1922, No. 74, art. 911) ; while their decisions could be
taken only by agreement, the execution of decisions once taken was obligatory
and legally enforceable.
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between the parties. But a loophole for compulsion was found
in a provision, apparently inserted by way of an afterthought,
that, in disputes in state enterprises and institutions, the trade
union could bring the issue before an arbitral tribunal without
the assent of the management and thus force a decision.! This
one-sided provision appeared to accord an exclusive advantage to
the workers. But, with the rising power of the industrial managers,
this privilege was short-lived, and was quickly turned into a
weapon which could be wielded against the workers themselves.
A month after the promulgation of the original decree, the pro-
cedure was amended by a further decree of August 23, 1922,
providing that ‘ disputes about the conclusion of a collective
agreement >’ (though apparently not other disputes) could be
referred by Narkomtrud to an arbitral tribunal “ on the declara-
tion of either one of the parties .2 There was, in fact, little
doubt that the principle of compulsory arbitration once established
would be applied indifferently to managements and to workers;
and Shmidt, the People’s Commissar for Labour, had an ungrateful
task in attempting to justify the new decree to the fifth All-Russian
Congress in September 1922. He explained that he had himself
been opposed to the decree, but that his objections had
been overruled by Sovnarkom. The decree having left the
initiative in the hands of Narkomtrud, he undertook that the
arbitral procedure would be applied only to individual disputes,
not to disputes involving a collective agreement, and that trade
unions would in no circumstances be deprived of the right to
strike.3 It was a notable example of the laxity of Soviet and party
discipline still prevailing at this time that a People’s Commissar
could make what was virtually a public promise to an interested
Pparty not to enforce an unpopular provision of a decree.+ .

1 Sobranie Uzakonenii, 1922, No. 45, art. 560.

2 Ibid. No. 54, art. 683.

3 Stenograficheskii Otchet Pyatogo Vserossiiskogo S’’exda Professional’'nykh
Soyuzov (1922), pp. 86-88.

4 Statistics for the second half of 1922 indicate the relative importance of
the different procedures. The number of disputes increased from 588 involving
20,000 workers in July to 786 involving 105,000 workers in Decembgr; the
proportion of these dealt with by the RKK fell from 87 per cent to 79 per
cent, the proportion referred to conciliation courts and arbitral tribunals rose
from 9 to 12-7 per cent and 3 to 7-9 per cent respectively (Statistika Truda,
No. 4, 1923, p. 18).
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The enactment of the labour code of November 1922, which
covered all three procedures for the settlement of disputes, once
more blurred the situation in regard to compulsory arbitration.
Having stressed the optional character of the RKK and the
conciliation courts, the code prescribed that, * in the event of a
dispute arising in a state enterprise or institution, Narkomtrud
on the request of the trade union sets up an arbitral tribunal >,
thus apparently restoring the unilateral initiative of the trade
unions provided for in the decree of July 18. It added, however,
that “ in the event of grave disputes which may threaten the
security of the state, the arbitral tribunal may be appointed by
special order of VTsIK, Sovnarkom or STO ”.! In such cases
the initiative passed out of the hands of the trade unions and
Narkomtrud, and compulsory arbitration in labour disputes could
be imposed by the highest organs of the state; and, since both
the labour code and the decrees made it plain that contravention
of a decision by a properly constituted conciliation court or
arbitral tribunal was a -criminal offence punishable by the courts,
the ultimate power of coercion was now firmly established. The
next step was a decree of March 1923 which, while purporting
to be no more than an implementation of the provisions of the
labour code, added clarity and precision to the legal situation. It
confirmed the status and powers of the conciliation courts and the
arbitral tribunals. In principle the consent of both parties was
still required for the constitution of an arbitral tribunal; even
the one-sided right accorded to the trade unions by the decree
of July 18, 1922, and maintained in the labour code, to bring
disputes in state enterprises before an arbitral tribunal without the
consent of the management was abandoned. But the emergency
provision of the code on the right of VTsIK, Sovnarkom or STO
to impose compulsory arbitration ‘‘ in the event of grave disputes
which may threaten the security of the state ’ was reaffirmed ; 2
and this power was ultimately decisive. The effect of the decree
was not only to provide powers of coercion against recalcitrant
managers or employees, but to apply penal sanctions to breaches
of labpur discipline, and thus reconstitute in a slightly different
form the disciplinary courts of the period of war communism.

1 Sobranie Uzakonenii, 1922, No. 770, art. 9o3.
2 Sobranie Uzakonenii, 1923, No. 24, art. 288.
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Fear of unemployment, stern and ever-present though it was,
did not by itself suffice to keep men at work in the harsh con-
ditions of industrial labour in Soviet Russia in the early 1920s.
But these provisions were not wholly one-sided. In July 1923
disciplinary courts were set up to deal with persons occupying
responsible positions in state institutions or enterprises who might
be guilty of negligence or irregularities in work. The penalties
included reprimand, dismissal and the obligation to make good
any damage or loss caused.?

The most striking symptom of the re-emergence of the capitalist
element in the Soviet economy was, however, that the major issues
of labour policy now turned once more on wages. Under war
communism when labour had been recruited by compulsory
mobilization, payment in kind, in the form of rations and other
free services, largely replaced not only money payments but even
the calculation of wages in monetary terms. The aim of NEP
was to replace all forms of payment in kind by monetary transac-
tions. The social services were placed on an insurance basis and
made self-supporting, and payment was made obligatory for other
services, including house rents, which had been supplied gratis
under war communism.? It was not possible to discontinue at
one stroke the issue of rations to workers. Here the change-
over was gradual ; transport workers, postal workers and workers
in some of the nationalized industries were in receipt of rations
for more than two years after the introduction of NEP.3 The

t Sobranie Uzakonenii, 1923, No. 54, art. 531.

2 See The Bolshevik Revolution, 1917-1923, Vol. 2, p. 329, note 1, p. 347,
note 3. This order was, however, apparently ineffective as regards rents, since
as late as June 1923 a further decree was issued re-establishing rent payments
“ fpr the purpose of maintaining houses in a good state of upkeep ’>. Persons
liymg on unearned incomes and members of the free professions paid at the
highest rates; rent payments by workers were calculated as a percentage of
theix: wages (less than 1 per cent except for the most highly paid) ; persons in
receipt of insurance benefits, unemployed persons, families of Red Army men
and stu«)ients were exempted altogether (Sobranie Uszakonenii, 1923, No. 55,
art 540).

A decree of February 1923 allocated 3,383,855 puds of grain to the wages
fund, of which 270,000 were for transport, 190,000 for postal workers and
493,855 for nationalized industries (Sobranie Uszakonenii, 1923, No. 11, art.
132) ; in the same month 8o per cent of all wages were being paid in cash, the
proportion having risen to 97 per cent in Moscow and 88 per cent in Petrograd



CH. II THE PLIGHT OF LABOUR 69

monetary value of the rations was debited to the wage rate fixed
by the collective contract of employment, so that all workers were
from the autumn of 1921 onwards in receipt of wages calculated
in money, even where the actual wages were still paid partly in
kind. It was clear, however, that the depreciating ruble currency
provided no basis for the fixing of wages. After the establishment
by Narkomfin in November 1921 of an official monthly rate of
exchange for the Soviet ruble in terms of a price-index based on
1913 prices — the so-called “ pre-war ruble *’ or *‘ goods ruble >’ ¥
— all wages were calculated in this new unit, though they con-
tinued to be paid in Soviet rubles at the current rate.

When in March 1922 Narkomfin abandoned the goods
ruble for the gold ruble, new difficulties arose; for nobody was
at present prepared to abandon for purposes of wage-fixing a
standard which had the merit of being tied to the cost of living.2
The calculation of the value of the goods ruble in terms of
1913 prices was taken over by Gosplan, which worked on a price-
index of its own; and the goods ruble of Gosplan was hence-
forth used in collective agreements as the basis for drawing up
wage schedules, this practice being formally sanctioned and re-
commended by a circular of the trade union central council of
October 1922.3 The resulting situation was extremely complex.
To fix current wage rates from month to month in terms of the
goods ruble price-index was a matter of expert computation.
To fix the rate of exchange between the goods ruble and the
Soviet ruble in which payment would actually be made to the
worker involved another delicate and highly controversial calcula-
tion, in the course of which many devices were employed to force
down real wages below the rates agreed on and ostensibly paid.
For this reason official statistics for this period persistently over-
state real wages. The official rate of wages recorded in the
statistics was in practice often less important than the varying
rate of exchange at which the actual payment in Soviet rubles
was made, and the date on which it was made. The absence of a

(Statistika Truda, No. s, 1923, p. 11); another estimate put the proportion of
wages still being paid in kind in March 1923 at 25 per cent (7rud, August 2,
1923). The last traces of payment in kind disappeared in the financial reform
of February 1924.

1 See The Bolshevik Revolution, 1917-1923, Vol. 2, p. 350.

2 See tbid. Vol. 2, p. 357. 3 Trud, October 14, 1922.
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wages policy combined with rivalry between departments to
produce almost inextricable confusion. Narkomfin and Gosbank
controlled the supply of rubles; Narkomprod was responsible for
payments in kind; the trade union central council fixed the
wage rates embodied in the collective agreements; two or three
inter-departmental commissions were concerned in the administra-
tion of the wages fund, in cash and in kind; finally, Gosplan
provided somewhat theoretical calculations of the total wages fund
borne by the national budget. A supreme wages council sought
to mediate between these various authorities, but lacked the power
to overrule them.

According to the calculations now made in Gosplan, the wage
of a Russian * worker of average qualifications ’ before 1914 was
reckoned at 20 rubles a month. When independent calculations
of wage rates in pre-war rubles were made in Gosplan early in
1922, it was found that monthly wages at the end of 1920, including
payments in kind, had been equivalent to no more than 3 rubles
40 kopecks, which was probably made up by illicit receipts to
the minimum subsistence level of 5-6 rubles. Under the impulse
of NEP wages had risen steadily though unevenly throughout the
year 1921. In January 1922 the ration issued by Narkomprod at
this time to the heaviest workers was valued at 8-10 * goods
rubles ”, the ration issued to other manual workers at 6-78 and
to the lowest category of workers at 4-76. Food constituted the
major, almost the sole, item in the worker’s budget; and the
total of real wages for this month, inclusive of the monetary
payment, ranged from 8-78 rubles for the highest category of
workers to 6-26 for the lowest. In these conditions the statis-
ticians of Gosplan took a hypothetical figure of 10 rubles, or
half the monthly wage of 1913, as a standard or * target * figure
for their calculations. Current estimates of real wages were made
in terms of the cost of specified quantities of a group of essential
commodities making up the monthly budget of a typical worker,
which would in 1913 have cost 10 rubles in Moscow or in Petro-
grad or 7-40 rubles in average prices for the whole country.
Statistics of real wages appeared in official publications as per-

srhech

! These calculations made in Gosplan and published in Ek
Zhizn’ in February 1922 will be found in S. G. Strumilin, Na Klwl'yauwetmom

Fronte (1925), pPp. 74-79.
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centages of this Gosplan price-index. On this basis the average
monthly wage of the industrial worker was shown to have increased
from 75 per cent in January 1922 to 142 per cent in December
1922, and 162 per cent in January 1923.! The reality was some-
what less encouraging. Throughout 1922 Narkomfin, refusing
to be bound by the Gosplan price-index and relying on quite
different calculations of its own, often failed to release sufficient
funds to honour the wage schedules of the collective agreements
in the industries dependent on state finance, with the result that
wages were either paid with the connivance of the trade unions
(the individual worker, confused by the constantly depreciating
currency, could not know what was due to him) at a lower rate
of exchange, or else fell into arrears.2 In some of the consumer
industries, notably the food, tobacco and textile industries, the
practice, common in the days of war communism, of paying
workers in the products of the factories where they worked, for
them to sell or barter elsewhere, still lingered on, though now
admittedly an abuse,3 so that here too an accurate computation
of wages actually paid was extremely difficult. But, when all
allowances have been made, it is reasonably certain that real wages
continued to rise steadily throughout 1922.

While the movement in the general wage level inspired a
qualified optimism, the specific problem of increasing differences
in industrial wages still defied solution. In September 1922 the
fifth trade union congress had demanded “‘ the regulation of wages
and equalization of those which lagged behind as a result of the
unfavourable economic situation, those of the workers in large-
scale industry (mainly heavy industry) and transport”. In
another resolution it had cautiously raised the question of
principle : ]

The difference in the economic situation of different
branches of industry and the unplanned influence of the
market have created in their turn a disparity in the remuneration

t Statistika Truda, No. 5, 1923, p. 10; a detailed monthly analysis of the
wages of Petrograd members of ten leading trade unions in 1922 showed that
real wages almost exactly doubled during the year, and in December stood at
57 per cent of the pre-war level ; the peak was reached in November 1922
(Petrogradskii Listok Truda (a special supplement to Trud), March 8, 1923).

2 S. G. Strumilin, Na Khozyaistvennom Fronte (1925), pp. 81-82.

3 Trud, February 27, 1923.
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of labour and a failure of rates of wages to conform to the
specific weight and importance of different industrial sectors
in the general system of the national economy.!

The wage situation in industry reflected one of the basic dilemmas
of NEP, whose principles excluded direct state intervention in
wage regulation. The relative prosperity of the consumer
industries caused wages in these industries to soar above the levels
current in the depressed heavy industries which were, from the
standpoint of the general restoration of the economy and of the
eventual victory of socialism, of far higher importance ; moreover,
higher wages were being paid in the sectors of industry where
private enterprise predominated than in the nationalized in-
dustries which were directly dependent on the central wages
fund of Narkomfin. In December 1922 *“ girl workers in tobacco
factories packing cigarettes were getting more than a coal-hewer
or a fitter .2 In April 1923 a speaker at the twelfth party congress
declared that transport workers were so badly paid that 4o per
cent of their budget came from illicit sources.? Only the persistent
low level of employment prevented a general desertion by the
workers of the nationalized, and from the national standpoint
vital, sectors of industry. Such were the apparently unescapable
results of the return to a market economy and insistence on the
principles of khozraschet.

Before the end of 1922, therefore, wages policy had become
on all counts a burning issue. Once the establishment of a stable
currency — and therefore the balancing of the budget and the
restriction of issues of paper money — had been accepted as a
paramount aim, the pressure to reduce wages became very strong ;
not only did industrial wages represent a large item of public
expenditure, but resistance to economies in this item was less
powerful and influential than in many others. Gosplan, on the
other hand, represented the opposing view that the productivity
of the worker was in close relation to his standard of living, and
that wages could not be reduced, or maintained indefinitely at

t Stenograficheskii Otchet Pyatogo Vserossiiskogo S”ezda Professional’'nykh
Soyuzov (1922), pPp. 512, 527.

2 Trinadtsataya Konferentsiya Rossiiskoi K isticheskoi Partir (Bol’-
shevikov) (1924), P. 339.
3 Dvenadtsatyt S”ezd Rossiiskoi K isticheskoi Partii (Bol’shevikov)

(1923), p. 339.
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their existing low level, except at the cost of industrial efficiency.!
It is significant that two government departments should have
been the protagonists in the struggle, and one of them, rather
than the trade unions, should have been the main champion of
the interests of the industrial worker. The trade unions, being
more directly subject to party instructions than the theorists of
Gosplan, were readier to compromise with hard facts. A resolu-
tion on wages of the fifth trade union congress in September 1922
had already sounded a note of warning ‘‘ against the illusion that
it is possible in the very near future to raise wage rates to the level
of the pre-war minimum standard ”: all that it demanded was
‘‘ a general unit of account which will guarantee wages against the
continual fluctuations of market prices, and permit of the most
simple comparison of the present level of wages with the pre-war
level .2 Three months later, optimistically declaring that real
wages had now reached one-half the pre-war level, the trade
union central council, on instructions from the party central com-
mittee, called a halt to all further wage increases :

The present economic situation makes objectively im-
possible a general rise in wages in industry. The council
considers that the attention of the unions in the immediate
future should be concentrated on maintaining the present level
of wages and not permitting a reduction of real wages in future
agreements.

At the same time it urged that some particularly low wages,
notably those of transport workers, should still be levelled up.3
This quasi-official wages-stop remained in force throughout
1923, and encouraged an active offensive against industrial wages.
The campaign waged by Narkomfin in the interests of economy
and budgetary stability was now reinforced by the *‘ Red in-
dustrialists ’, themselves under heavy pressure from Narkomfin

I This view was strongly expressed in a report of Strumilin to Gosplan of
March 1923 and in a resolution of Gosplan of July 1923 : both are reprinted in
S. G. Strumilin, Na Khozyaistvennom Fronte (1925), pp. 87-92.

2 Stenograficheskii Otchet Pyatogo Vserossiiskogo S ezda Professional’nykh
Soyuzoy (1922), pp. 527-528.

3 Trud, February 25, 1923 ; that the order came from the party central
committee was freely stated by speakers at the thirteenth party conference a
year later (Trinadtsataya Konferentsiya Rossiiskoi K isticheskoi Partii (Bol’-
shevikov) (1924), PP 51, 84).
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and anxious to find a scapegoat for the high prices of industrial
goods. On January 16, 1923, Ekonomicheskaya Zhizn’ declared
that labour costs, including wages, social insurance and social
services, were too high for industry to bear if it was to work at a
profit; a further article in the same journal on January 25,
written by a former textile magnate who was now one of the
managers of the linen trust, alleged that wages and other services
to the workers now accounted for 56 per cent of the costs of
production as against 25 per cent before the war. 7Trud, in a
reply on the following day, rashly claimed that ‘‘ the question of
wages stands outside any relation to the productivity of the worker’s
labour . But this was certainly not the official line; * and a few
weeks later the paper protested in a leading article against the
idea that ‘‘ the réle [of the trade unions] as defenders of the
interests of the working class consists of an unrestrained struggle
to raise the wages of the workers irrespective of anything else *’.2
It is noteworthy that the trade unions, conscious of carrying little
weight in the government machine, were at this time the strongest
opponents of official regulation of wages: there were * neither
reasons of principle nor practical reasons to revive the wage-
fixing methods of the era of war communism .3 In March a
compromise was recorded in a statement on wages issued jointly
by the central council of trade unions and by Vesenkha. It
noted that, while wages had risen to 50 or 6o per cent of their
pre-war level, productivity had risen equally fast or faster; a
reduction in wages ‘“ must be recognised as completely in-
admissible ”. It was still necessary to bring up wages in transport
and heavy industry to the levels prevailing in light industry. Buta
general rise in wages must await more favourable conditions :

1 At the central council of trade unions in April 1923 Andreev reaffirmed
that “ wages are the pure expression of what is given to the worker for his
labour *’, the moral being that only higher productivity could justify higher
wages (Trud, April 14, 1923). At the session of the council six months later
he expressed the same view more categorically : ‘‘ Parallel with the indispensable
increase in wages, we shall take a firm line in favour of achieving a rise in the
productivity of labour : we are in favour of the rational utilization of the whole
working day *’ (ibid. September 30, 1923).

2 JIbid. February 25, 1923.

3 Ibid. March 1, 1923 ; on the other hand, the organ of STO, which on such

points represented the views of the industrialists, now advocated the ‘‘ planned
regulation *’ of wages by the state (Ekonomicheskaya Zhizn’, March 7, 1923).

.
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The most important task of the economic organs and of the
trade unions is to create the further economic conditions which
would justify a rise in the remuneration of labour.!

What-in effect was gained by the trade unions at this time was
a levelling of wages between heavy and light industry. Trade
union pressure, combined with the declining prosperity of the
consumer industries, put an end to those wage discrepancies
which had been a scandal in 1922. In spite of official assurances
the process proved to be one of levelling down as well as of
levelling up. But it had at least the advantage of counteracting
the first effects of NEP and restoring a saner balance between
wages in different sectors of industry.

Wages policy during the first three quarters of 1923 continued
to exhibit an ever widening margin between theory and practice.
According to the official statistics, real wages in industry, which
stood in January at 153 per cent of the standard index figure,
enjoyed a modest rise to 170 per cent in June, then fell back a
little and recovered to 174 per cent in September; the real wages
of transport workers remained constant throughout the same
period at a little over 130 per cent.2 These figures suggested a
fairly stable wage level with an upward tendency and, apart from
the continued lag in the wages of transport workers, corresponded
accurately enough to the official prescription. The reality was
very different. By the spring of 1923 it was apparent that the
wages-stop of the previous December had, in fact, been the signal
for an all-round cut in wages. A leading article in Trud on
March 11, 1923, under the title Wages are, however, Falling,
diagnosed a general decline since December, referred to “ the
campaign of the industrialists for a gradual reduction in wages *’,
and complained of the passivity of ‘“ some ” trade unions. In
a resolution of April 14, 1923, on the eve of the twelfth party
congress, the central council of trade unions admitted that wages
were * falling in real terms *’ and called for action to arrest the
decline.?

1 Trud, March 24, 1923 ; Andreev at the next meeting of the trade union
central gouncil referred to the statement as ‘“ a document signed by Tomsky
and Bogdanov in final settlement of the discussion about wages *’ (#bid. April
“ :ggga)tntzka Truda, No. 1 (10), 1924, PP. 14-15.

3 Trud, April 17, 1923.
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By this time the discrepancy between the official wage rates
and the rates actually paid was becoming notorious. The difficulty
of reconciling the official policy of stable wages expressed in the
collective agreements concluded with the trade unions and the
inability or unwillingness of Narkomfin to provide the wherewithal
to pay wages at these levels was met in a manner characteristic
of the confusions and evasions manifested in all party and Soviet
policy at this period. What precise legal authority originally
attached to the Gosplan index is not clear. What happened was
that local authorities everywhere began to ignore the Gosplan
figures, and to draw up price-indices for themselves; and wages
were, in fact, paid at these local and varying rates, which were
adjusted not so much to prices on local markets (which was the
theoretical justification for them) as to the extent of the funds
actually available for wage payments. Calculations were thus
made on what was to all intents and purposes a fraudulent price-
index. By this device both the rates laid down in the collective
agreements and the principle of the * stable unit ’ were in theory
maintained, so that the workers did not easily discover what was
happening to them, while arbitrary manipulation of the index
kept actual payments within the limits resulting from the policy of
Narkomfin. Since the factories were starved of funds, the choice
often lay between paying wages at these cut rates or defaulting
altogether. It need hardly be said that these procedures could
not have been applied without the tacit connivance of the trade
unions. Figures from the Donbass showed that the miners of
that region lost 25 per cent of their real wages in January 1923
through the application of a local price-index and 37 per cent in
March 1923.7 In April 1923 an attempt was made to deal with
the wages scandal in a decree which instructed the regiqnal or
provincial organs of Narkomtrud, together with representatives
of other economic departments, to draw up and publish a weekly
price-index based on the local market prices of a list of com-
modities prepared by Gosplan.z But this too proved ineffective.
As the ““sales crisis ”’ deepened in the summer of 1923 the

¥ The practice was described with this and other examples in an agticle by
Strumilin in the bulletin of Gosplan in May 1923 (S. G. Strumilin, Na Khoz-
yaistvennom Fronte (1925), pp. 92-99) ; that it did not &top is shown by a further
protest in October 1923 (ibid. pp. 99-102).

2 Sobranie Usakonenii, 1923, No. 31, art. 341.
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consumer industries working for the market faced the same chronic
shortage of funds which had hitherto mainly afflicted heavy
industry. By the autumn the scandal had spread to the capital
itself, "and a price-index issued by the labour section of the
Moscow Soviet for the calculation of wages in Moscow was
attributed by Strumilin to ‘‘ an ingenious miracle-worker who,
like Joshua stopping the sun, appeared on the Moscow market,
raised his hands to heaven and cried ‘ Prices, be still’— and
prices obediently stood still: some of them even receded in
terror »’.!

But the device of exchange manipulation, however shamelessly
employed, still did not suffice in many cases to make both ends
meet, and funds were not always available to meet wage require-
ments even at these adjusted rates. As early as the winter of
1921-1922 complaints had been heard of wage payments falling
into arrears, especially in regions remote from the centre.2 A
decree of August 1, 1922, attempted to increase the authority of
the supreme wages council. Wage payments in excess of the
fixed rates were not to be charged to the state wages fund; on
the other hand, delays in wage payments were to be reported to the
council, and irregularities investigated by the judicial authorities.
The People’s Commissariat of Workers’ and Peasants’ Inspection
was also to keep a check on the proper distribution of wages.3

I S. G. Strumilin, Na Khozyaistvennom Fronte (1925), p. 100 ; the quotation
is from an article entitled New Yuggling with the Index. The practice was ad-
mitted by the light-hearted official apologist, Rykov : ‘“ Every institution had not
only one, but several indices, which were brought into use according to con-
venience and necessity. Thanks to these indices nobody knew what he would
receive or when, and why he received so much, and not more or less >’ (Pravda,
January 4, 1924). The confusion introduced by these practices and by the
mu]tlphcxty of authorities lssumg statistics made impossible any accurate com-
putation of real wages at this time. A table presented to the sixth All-Union
Congress of Trade Unions in November 1924 purported to show a fairly steady
and general rise in wages throughout 1923 ; but a speaker at the congress
launched a vigorous attack on the central bureau of labour statistics (a joint
organ of the trade union central council, Narkomtrud and the central statistical
administration), alleging #nter alia that its figures of wages were based on an
unrepresentative sample of workers (Shestoi S’’exd Professional’'nykh Soyuzov
SSSR (1925), pp. 138-140, 293). .

2 S»G. Strumilin, Na Khoszyaistvennom Fronte (1925), pp. 81-82 ; according
to this account, which dates from February 1922, ‘‘ hungry school-mistresses
from the remote provinces are still sending information that for five months

past they have received no issue either of ritions or of wages
3 Sobranie Uzakonenii, 1922, No. 48, art. 609.
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But the decree was more eloquent as evidence of the prevailing
chaos than as a promise of amendment. There seems no doubt
that employers, and particularly the managers of nationalized
concerns, took advantage of the time-lag and deliberately extended
it wherever they dared, in order to benefit at the expense of the
workers from the falling currency. Complaints of such delays,
and attempts of the authorities to end this abuse, became a
constant theme in the press of the winter of 1922~1923. The
regular procedure under the collective agreements seems to have
been to make the calculations at the rates ruling either on the
1st or (more favourably) on the 15th of the month for which
the wage was due, but to make the payment only in the following
month.! With a currency frequently depreciating by as much as
30 per cent in a month the loss to the worker involved in this
time-table was already severe. But, in fact, the punctual observ-
ance even of this time-table was the exception rather than the rule.
For the last three months of 1922 the workers in the Don were
reported to have lost 34, 23 and 32 per cent respectively of their
real wages through currency depreciation.? In January 1923 the
trade union newspaper alleged that ‘‘ cases of failure to pay wages
in full for two or three months are more and more becoming a
daily occurrence .3 In the Don mines, where conditions were
always particularly bad, the February wages were paid in two
instalments, 24 per cent at the end of March, the balance early
in April; in July the wages for May and June were in arrears
to an amount of 115 million rubles.4 Variations in the degree
of punctuality with which wages were paid caused ‘‘ colossal
differences ”’ in the real wages of the same category of workers
in different enterprises.5 In June an article in Ekonomicheskaya
Zhizn’ apologetically explained that the delays in wage payments
were due to divided responsibility, and claimed that the situation
had now improved ; ¢ and in the same month a decree was issued

1 For examples from Kharkov, the Don basin and Petrograd see 77rud,
February 21, February 27, March 8, 1923.

2 Trud, March 14, 1923. 3 Ibid. January 12, 1923.

4 Ibid. June 3, July 18, 1923 ; at the beginning of August a joint, protest
was made by party, trade union and economic organizations in the Don, point-
ing out that during the past eight months the miners had lost 33'5 per cent of
their wages through currency depreciation due to delays in payment (ibid.
August 8, 1923).

5 Ibid. July 28, 1923. 6 Ekonomicheskaya Zhizn’, June 13, 1923.
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to the effect that wages for the month should be paid not later
than June 25, and final accounts made up by July 5.! At the
same time the metal workers’ union, which had taken the matter
to arbitration, obtained an award from an arbitral tribunal presided
over by Shmidt himself that half the monthly wage should be paid
on the 2oth of the current month at rates of exchange ruling on
the 15th, and the balance not later than the 1oth of the following
month at rates ruling on the 1st of that month.z But the improve-
ment was at best partial. The chronic dilemma of a shortage of
ready cash, which was the immediate result of the attempt to
balance the budget and curtail currency emissions, could not be
circumvented even by the strictest regulations and supervision.
More than half the strikes occurring in the second half of 1922
were officially attributed to unpunctual payment of wages; 3 and
the same cause was constantly alleged for the increasing wave of
strikes in 1923.4

While the plight of the industrial worker was still largely
unregarded in the controversy which engaged the attention of the
party leaders, unrest among the rank and file found an outlet in
two underground dissentient groups which were active in the
party on the eve of the twelfth party congress in April 1923.
The first and older of these groups called itself, after the name
of an illicit journal in which it launched its programme, the
““ Workers’ Truth ”. It was composed mainly of intellectuals,
and professed allegiance to the ideas of Bogdanov, an old Bolshevik
whose unorthodox views had more than once brought him into
opposition to Lenin before the revolution. It had come into
being in the autumn of 1921, when the spirit of opposition, crushed
at the tenth party congress of March 1921 in the panic which
followed Kronstadt, began to revive; and it gathered strength a
year later with the spread of industrial unrest. It treated NEP
as a return to capitalism pure and simple. In an appeal to ‘“ the
revolutionary proletariat and all revolutionary elements that
remain faithful to the struggling working class *, it dwelt on the

i Sbornik Dekretov, Postanovlenii, Rasporyazhenii i Prikazov po Narods
Khozyaistvu, No. 6 (9), June 1923, p. 103.

2 Trud, July 10, 1923. 3 Voprosy Truda, No. 2, 1923, p. 17.
4 See, for example, a leading article in Trud, March 17, 1923.
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rift between the workers and the new °‘‘ industrialists >’ and
between the workers and the party :

The working class ekes out a wretched existence, while
the new bourgeoisie (responsible party workers, directors of
factories, managers of trusts, presidents of executive com-
mittees, etc.)and nepmen live in luxuryand revive in our memory
the picture of the life of the bourgeoisie of all ages. . . . The
Soviet, party and trade-union bureaucracy and the organizers
of state capitalism live in material conditions sharply differ-
entiated from the conditions of existence of the working class;
their very material prosperity and the stability of their general
position depends on the degree of exploitation, and of the sub-
mission to them, of the toiling masses. All this makes inevitable
a contradiction of interests and a rift between the communist

party and the working class.

Worse still, NEP had driven the trade unions to concentrate on
the wage demands and material conditions of the worker : this
was a revival of ‘“ Economism ! and sapped the revolutionary
spirit of the workers. The ‘‘ once leading section of the pro-
letariat, the Russian working class *> had been ‘‘ thrown back —
perhaps for decades .2 The constructive parts of the programme
were much less clearly defined, though the group explicitly dis-
sociated itself from the Mensheviks, the SRs and the former
‘“ workers’ opposition ”’,3 and apparently desired to reform the
party from within. Most of the same arguments were repeated
more briefly in a manifesto to the twelfth party congress, in which
the trade unions were accused of ‘‘ converting themselves from
organizations to defend the economic interests of the workers into
organizations to defend the interests of production, i.e. of state
capital first and foremost ».4

The second and bolder of the two opposition groups *called
itself simply the Workers’ Group and was composed mainly of

! For *‘ Economism ’’ see The Bolshevik Revolution, 1917-1923, Vol. 1,
pPp. 10-12.

2 'The appeal was printed in the Menshevik Sotsialisticheskii Vestnik (Berlin),
No. 3 (49), January 31, 1923, pp. 12-14 ; no copies of the journal of the group
Rabochaya Pravda seem to have survived outside secret party or GPU archives,
nor is it known how many issues appeared; the first was dated Segptember
1921. The working body, or * collective ’, of the group is said not to have

ded 20 (Pravda, December 19, 30, 1923).
3 See The Bolshevik Revolution, 1917-1923, Vol. 1, pp. 196-197.
4 Sotsialisticheskii Vestnik (Berlin), No. 19 (65), October 18, 1923, pp. 13-14.
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workers. Its moving spirit was Myasnikov, the worker from the
Urals who, immediately after the tenth party congress of 1921,
had stirred up a revolt in the party in the name of * freedom of
the press from monarchists to anarchists inclusive ”’, had been
reprimanded by Lenin and, having refused to desist from his
agitation, had been expelled from the party early in 1922. In
February 1923 Myasnikov joined hands with Kuznetsov, who
had been expelled from the party at the eleventh congress in
March 1922 as one of the ringleaders of the ‘‘ appeal of the 22’
to IKKI,? and a party member named Moiseev, to draw up a
‘“ manifesto of the Workers’ Group of the Russian Communist
Party *’, said to have been based on an earlier pamphlet of
Myasnikov; the three constituted themselves as the ‘‘ central
organizing bureau ” of the group, and set about surreptitiously
to woo recruits among party and non-party workers.3 The group
occupied an out-and-out ‘‘ Leftist > position and denounced all
compromises with the bourgeoisie or with capitalism. Its eco-
nomic policy was confused but significant. It was whole-heartedly
opposed to the policy of concessions to the peasantry inaugurated
by NEP as the expression of the famous *‘ link >’ between peasantry
and proletariat :

The overcoming of NEP in Russia depends on how quickly
the countryside can be conquered by the machine, on the
victory of the tractor over the wooden plough. The organic
link between town and country will be established on this
basis of the growth of productive forces in both.

Even imports of machinery from abroad were unnecessary and
harmful : they merely brought about ‘“a link between our

! See The Bolshevik Revolution, 1917—-1923, Vol. 1, pp. 207-208.

2z See thid. Vol. 1, p. 210.

3 The main source for the Workers’ Group is V. Sorin, Rabochaya Gruppa
(““ Myasnikovshchina’’) (1924), a party pamphlet issued with a preface by Bukh-
arin ; it contains copious quotations from the manifesto and from statements
subsequently made by members of the group when interrogated by the GPU.
The manifesto circulated illegally in typewritten form in Russia, but was printed
in Berlin in the summer of 1923, prefaced by an appeal from the group “ to
communist comrades of all lands >’ written after the twelfth party congress ;
this has not been available, but I have used an abbreviated German translation
of the appeal and the manifesto, Das Manifest der Arbeitergruppe der Russischen
Kommunistischen Partei, published in Berlin in 1924 with comments by the
KAPD and described as being ‘“ issued by the Russian section of the 4 Inter-
national ”’. '
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agriculture and foreign merchants and a weakening of Russian
industry ”.! The ninth party congress of 1920 which had given
its blessing to the employment of ‘ specialists ” had put the
whole administration of industry on the wrong lines :

The organization of this industry since the ninth congress
of the RKP(B) is carried out without the direct participation
of the working class by nominations in a purely bureaucratic way.

The foundation of the trusts takes place in the same way,
both as regards the appointment of the administration and the
grouping of enterprises in the trusts. The working class does
not know why this or that director is appointed, or why the
factory belongs to this and not to that trust. Thanks to the
policy of the ruling group of the RKP, it can take no part.2

The most successful phrase in the manifesto, which put the
attitude of the group in a nutshell, was a quip that the letters NEP
stood for ‘“ new exploitation of the proletariat >>. The positive
recommendations were in the old syndicalist tradition. Workers’
control was to be restored in the factories; ‘‘ productive Soviets ”’
were to replace the political Soviets (a degeneration of the original
Soviet idea) as organs of government; the People’s Commissariat
of Workers’ and Peasants’ Inspection was to be superseded by
control exercised by ‘‘ productive trade unions *’.

It is not surprising that the party leaders in the spring of 1923,
preoccupied by the importance of following the line laid down
two years earlier and maintaining the uneasy compromise between
worker and peasant, should have paid little attention to these pro-
ceedings. Both groups in their composition and in their pro-
grammes reproduced most of the Leftist movements which had
arisen in the party, or on the fringes of it, since the seizure of
power. Workers’ control had been abandoned in the winter of
1917-1918 ; the battle for the employment of specialists had been
fought and won under war communism ; the workers’ opposition
of 1920-1921 had attacked the evil of bureaucracy and the pre-
dominance of intellectuals in the party; the project of vesting
control of production in the trade unions had been ventilated and
dismissed as syndicalism in the famous controversy which preceded

' Das Manifest der Arbeitergruppe der Russischen Kommunistischen Partei

(n.d. [1924]), pp. 19-20.
2 Ibid. p. 23.
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the tenth party congress; even the objection to a policy of imports
had been raised by Shlyapnikov a year later. It was natural to
regard the two new manifestoes, which were widely known in
party circles, though the identity of the groups sponsoring them
was still undisclosed, as a farrago of old and discarded ideas pro-
pounded by discredited Leftist cranks. With the party leadership
in the throes of much more delicate problems and controversies,
they were not taken seriously or treated as a menace. What was
new about the two groups, and especially about the Workers’
Group, was that they attempted to appeal to the discontents of
the workers engendered both by the decline in real wages and the
increasing fear of unemployment and by the growing power of
managers and directors of industry, who showed little sympathy
for the interests of the workers. But these discontents were only
beginning to take serious shape in the first months of 1923 and
had not yet forced themselves on the attention of the party leaders.
At this stage those who challenged party policy in the name
of industry, and protested against the stepmotherly treatment
accorded to it since the inception of NEP, fell into two categories
— the ‘“ old Bolsheviks ”” who believed in capital investment in
heavy industry as the necessary first step in the building of
socialism, and the new ‘‘ industrialists >> who had wholeheartedly
embraced the commercial and capitalist aspects of NEP and
wished only to earn profits by the successful running of their
concerns. Neither group could easily cooperate with the spokes-
men of labour, whose claims for increased benefits for the workers
were not immediately compatible either with rising profits or with
capital accumulation. Trotsky was the one potential leader and
focus of an “ industrial ” opposition. Yet his record as the
protagonist of the militarization of labour under war communism,
and as the champion of the *‘ statization ” of the trade unions,
made him particularly suspect in trade union circles. In the heat
of the trade union controversy in December 1920 he rallied to
the defence of bureaucracy on the score of the low political
and cultural level of the masses ; 2 and there was a wide gulf be-
tween, his convictions as a centralizer and a planner in economic

' See The Bolshevik Revolution, 1917—-1923, Vol. 2, p. 322.
2 Trotsky, Sochineniya, xv, 422 ; it was this outburst which enabled Stalin
to taunt him later as the * patriarch of bureaucrats *’ (see p. 336 below).
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organization and the quasi-syndicalist views of the promoters of
the two ‘‘ workers’ > groups. Easily identified with these freak
groups of the Left, the interests of the industrial worker found at
this moment few responsible spokesmen in party circles.

This situation was reflected when the twelfth party congress
met in April 1923. Zinoviev in his opening speech contemptu-
ously dismissed the charge of the Workers’ Group that NEP stood
for the ‘“ new exploitation of the proletariat *’; and Trotsky let
fall the remark that the Workers’ Truth should *‘ be more correctly
called the * Workers’ Untruth ’ . 'Trotsky in his speech at the
congress not only looked forward with relative equanimity to
increased unemployment resulting from the rationalization of
industry and the dismissal of redundant workers, but condoned the
continuous downward pressure on wages as a necessary contribu-
tion to *‘ socialist accumulation ”’.2 The perfunctory section on
wages policy in the congress resolution on industry dubiously
claimed ‘‘ a significant rise in wages during the past year for all
categories of workers ”’, demanded ‘‘ an equalization, more or less,
of the aver age wage in all branches of industry *’ while maintaining
the depend ence of the individual wage on work done, and pointed
out that real progress would be made only ‘ on the basis of an
expanding, i.e. profit-earning, industry ”’, so that rationalization
was in the ultimate interest of the workers themselves.3 These
unimpeachable sentiments held out little hope of any early remedy
for the grievances of the industrial workers or of escape from the
under-privileged position into which NEP had thrust them. The
insistence in every party and trade union pronouncement of
the period of the supreme need for higher productivity was a
continuous reminder of the unceasing drive for greater efficiency
and intensity of labour.4 .

The plight of the industrial worker grew progressively graver
through the spring and summer of 1923. It was part of the logic

! Dvenadtsatyi S ezd Rossiiskoi Kommunisticheskoi Partii (Bol’shevikov)
(1923), pp. 23, 316.

2 See pp. 23-24 above.

3 VKP(B) v Rezolyutsiyakh (1941), i, 483-484.

4 At the end of 1922 the trade union central council set up a Central Institute
of Labour, which attempted to popularize the slogan of * the scientific organiza-
tion of labour ” (NOT). Its methods were attacked by a group of trade unionists
at the time of the twelfth party congress as savouring of ¢ Taylorism *’ (Pravda,
April 15, 1923) : the controversy continued throughout the year.
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of NEP that the burden which had been partially lifted from the
shoulders of the peasant should have been transferred to those of
the worker, and that the managers and employers, struggling to
keep industry afloat in an unpropitious environment, should have
seemed those most concerned to place and keep it there. While
the standard of living of the industrial worker in 1923 was higher
than in the harsh years of war communism, there had been no
time since the revolution when discrimination was so overtly
practised against him, or when he had so many legitimate causes
of bitterness against a régime which claimed to govern in his
name. The insistent demand for greater efficiency in industry
expressed the overriding need of the Soviet economy, and until
it was met no serious progress was possible. Yet the two measures
through which greater efficiency could be attained — the con-
centration of industrial undertakings and increased personal pro-
ductivity of the individual worker — both pointed to the same
immediate result, the dismissal of redundant workers to swell
the ranks of the unemployed; and with no general plan of in-
dustrial development, and no capital resources to make such a
plan feasible, the prospect of reabsorbing redundant labour was
still remote. Thus the long-term interests of the Soviet economy
— and, under a socialist régime which had abolished capitalist
exploitation, as party and trade union spokesmen were never tired
of explaining, the long-term interests of the workers themselves —
called for measures which in the short run imposed new and
intolerable hardships on the industrial worker, who could see
nothing in view but harder work, falling — or at best stationary —
real wages and ever increasing fear of unemployment. From
this vicious circle there could be no escape except through an
unremitting drive for greater production at lower cost; and, since
the essence of NEP was the relaxation of past pressures on the
peasant, the intensification of such pressures on the far less
numerous industrial workers was the unescapable corollary. That
these should be the underlying economic realities of the so-called
dictatorship of the proletariat was a grim commentary on the
attempt, inexorably imposed by the victory of the revolution in
Russia and its failure in the advanced countries of the west, to
achieve the building of socialism by shock tactics in a backward
economy.



CHAPTER 3

THE CRISIS BREAKS

and compelled the attention of the reluctant party leaders.

Throughout the year 1923 emphasis had continued to be laid,
especially in the pronouncements of Zinoviev, on the importance
of conciliating the peasant. Since the twelfth party congress in
April the anti-religious campaign had been moderated out of
respect for his feelings. In August Pravda announced that ‘“ the
muzhik’s god ”’ could be destroyed not by ‘ scolding and ridicule ”°,
but only by making the peasant feel that he was no longer helpless
in face of the blind forces of nature : forcible methods would only
create “‘ fanatics ready to suffer for their faith ”.* The large-scale
agricultural exhibition first mooted at the end of 19212 as a
stimulus for the revival of Soviet agriculture was finally opened
in Moscow in August 1923 under the title of the “ first agricultural
and rural industries exhibition of the USSR ’’, and used to
symbolize the significance of the peasant in Soviet economic life.3
But the idyllic picture of a predominantly peasant country pain-
lessly evolving towards socialism under the gentle pressures of
NEP was disturbed by the strained relations between the agri-
cultural and industrial sectors of the economy, whose persistence
still constituted the root of the trouble. It had been comfartably
believed or hoped after the twelfth party congress that the price
scissors would widen no further and the situation gradually right
itself. 'The opposite happened. The disparity between industrial
and agricultural prices continued to increase month by month.

! Pravda, August 18, 1923.

3 See The Bolshevik Revolution, 1917-1923, Vol. 2, p. 286.

3 The decree of August 1923 on the organization of the exhibition is in
Sobranie Uxakonenii, 1923, No. gs, art. 938. A number of foreign delegations
were invited to the exhibition, and the occasion was taken to found a so-called

‘“ Peasant International ” (see p. 198 below).
86

IN the late summer of 1923 the crisis at length came to a head
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On October 1 the scissors opened to what proved to be their
widest extent. On that date retail and wholesale prices of in-
dustrial goods calculated in pre-war rubles stood respectively at
187 and 171 per cent of the 1913 level, and retail and wholesale
prices of agricultural products at 58 and 49 per cent of that
level.? By this time other unmistakable signs of a grave economic
crisis had begun to appear. Throughout the summer sales of
consumer goods had declined. The industrial trusts, relying on
the strength of their financial position and of their monopoly sales
organization, and on the market provided by the new ‘‘ middle
class >’ which NEP had created in the towns, continued to force
up prices and were content to hold back goods, awaiting the
moment when the harvest would put more money into the hands
of the peasant: they were encouraged in this course by the
Vesenkha circular of July 1923 reminding them of their primary
duty to earn profits.2 The economic crisis of 1923 clearly differed
from the preceding crises through which the Soviet régime had
passed since 1917. These had been crises of scarcity; now the
warehouses were over-stocked with consumer goods and the
harvest had yielded substantial surpluses of agricultural products.
The crisis was due primarily not to a failure to produce, but to
a failure to establish terms and methods of trade to bring about a
flow of goods from factory worker to peasant and vice versa.? It

v FEkonomicheskaya Zhizn’, October 1-2, 1923, published Trotsky’s diagram
of April 1923 brought up to date ; the diagram in Trinadtsatyi S’’ezd Rossiiskoi
Kommunisticheskoi Partit (Bol’shevikov) (1924), p. 396, prolonged the lines down
to April 1924 when the scissors had once more almost closed. From the point
of view of the peasant the proper comparison was between the retail prices of
industrial goods and the wholesale prices of agricultural products, thus putting
the disparity at its greatest. According to the calculation in S. G. Strumilin,
Na Khozyaistvennom Fronte (1925), p. 220, the ratio of industrial prices to
agricultural prices on October 1, 1923, stood at 323 per cent of the corresponding
ratio for 1913. 2 See p. 9 above.

3 The controversy at the thirteenth party conference in January 1924 whether
the crisis was, as Rykov asserted and Smirnov and Pyatakov denied (7rinad-
tsataya Konferentsiya Rossiiskoi K isticheskot Partii (Bol’shevikov) (1924),
pp. 8, 69, 81, 86), a crisis of ‘‘ over-production >, turned on the standpoint of
the disputants. It was a crisis of over-production in the capitalist sense, which
the party leadership sought to remedy by ‘‘ capitalist ”” methods of financial
pressurg to liquidate stocks with the result of curtailing production. It was
not a crisis of over-production from the standpoint of a planned economy, and
prices should in the view of the opposition have been brought down by extended
credit to expand production: whether this was a practicable policy in the
existing state of resources is another matter.
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had been assumed that the terms of trade would be automatically
settled by NEP to the best possible advantage of all concerned ;
this, in classical theory, was bound to result from the removal of
restrictions on trade. The sequel had conspicuously failed to
bear out this expectation.

While, however, what happened in 1923 was in this sense a
crisis of NEP — ¢‘ the first crisis ”’, in Rykov’s words, ‘‘ which
has driven a serious wedge between workers and peasants ”’ ! —
it was in a profounder sense part of a struggle between agriculture
and industry, between peasantry and proletariat, which dated
back not to the beginning of NEP, and not to the Bolshevik
revolution, but to the emancipation of the serfs. The meaning
and purpose of the emancipation had been to pave the way for
the industrial revolution in Russia. The maintenance of large
landowners’ estates and the introduction of some degree of
efficiency in cultivation made possible a constantly increasing
export of grain and other agricultural products, which made
Russia an important supplier of foodstuffs to western Europe.
These exports defrayed, however, only the interest on the capital
invested in developing Russian industry; the capital investment
itself had been provided by foreign loans. Nor was industrializa-
tion a spontaneous and unplanned process. ‘It was the result of
governmental decisions and governmental action dictated by a
political motive — the strengthening of Russia’s military might;
and the state was always the most important customer of Russian
heavy industry both for arms and munitions and for the develop-
ment of transport. The Bolsheviks, when they took power in
Russia in 1917, were committed up to the hilt to continue and
intensify this planned and deliberate policy of industrializing
Russia — not, indeed, in order to achieve military power but in
order to build a socialist society. But they lacked the two
resources which had carried forward the process successfully and
rapidly in the two decades before 1914. The disintegration
caused by the war and the break-up of the larger estates into
peasant holdings ruled out any prospect of grain exports on a
significant scale. The political revolution was fatal to the chance
of foreign loans. Hence a resumption of the process of in-

! Trinadtsataya Konferentsiya Rassiiskoi K isticheskoi Partii (Bol’-
shevikov) (1924), p. 84.
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dustrialization would be possible only if capital for investment
in industry could be drawn from the Russian economy itself,
and, to a large extent, from its predominant agricultural
sector,,

Before the new régime had seriously begun to consider this
problem the crisis of the civil war descended on it, compelling
the concentration of all resources on the army and on the industry
that served military needs; and this meant — like industrializa-
tion, though in a much more extreme form — the taking of supplies
from the peasant without a full equivalent return. When the civil
war ended, the peasant was so exhausted and so restive that the
continuance of the process, even in the milder form which a
reasonable programme of industrialization would have required,
became unthinkable. The essence of NEP was the timely recogni-
tion of this hard fact. Failing an influx of foreign capital — and
this, as the experience of the next two years was to show, was a
remote contingency — the expansion of industry, which was the
golden road to socialism, depended on the accumulation of fresh
capital within the national economy ; and this would scarcely be
possible on any significant scale until such time as agriculture
had been sufficiently restored, and the peasant sufficiently appeased,
to provide a substantial part of this accumulation out of the
agricultural sector of the economy. Until that time arrived, all
that could be done would be to keep intact the ‘ commanding
heights >’ of nationalized industry and await the opportunity for
renewing the advance. So long as this waiting policy was practi-
cable, no point of doctrine arose, and the controversies in the party
which had been silenced by the introduction of the temporary
expedient of NEP could still be held in check. By the autumn of
1923, however, it was slowly becoming plain that NEP had
created no stable or automatic equilibrium in which it was safe
to take refuge so long as conditions were unpropitious for a fresh
advance. What NEP had created was not the much vaunted
““link ” or ‘‘ alliance *’ between the proletariat and the peasantry,
but an arena in which these two main elements of the Soviet
economy struggled against one another in competitive market
conditions, the battle swaying sharply first to one side, then to the
other; and such a contest, which might be tolerable and even
salutary in a rich and powerful country in the heyday of capitalism,
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was necessarily disruptive of the enfeebled resources of the back-
ward Russian economy. The state could not afford to allow the
battle of the scissors to be fought out to a finish, with the peasant
holding up the towns to ransom and the consumer industries
engaged on an uninhibited quest for maximum profits. Interven-
tion would one day be required to set in motion once more the
process of industrialization and resume the advance on the road
to socialism. But intervention was required in the meanwhile
even to maintain the uneasy balance established by NEP between
agriculture and industry. NEP had been inaugurated two and a
half years earlier as a compromise, which, while keeping intact
the foundation of socialism in the nationalized industries, would
provide commercial incentives to the peasant to grow food for the
factories and towns. It was now apparent, however much the
harassed leaders might seek to evade or postpone the issue, that
this dual aim was no longer being attained through the release
and free interplay of economic forces.

It is not surprising that the complexity of these problems, and
the deep-seated character of the dilemma which confronted the
would-be builders of socialism in a backward peasant economy,
were not yet fully realized by the party leaders who set out to
grapple with the scissors crisis in the autumn of 1923.! The
two groups which now began to crystallize within the central
committee were both reluctant to admit the possibility of conflict
between the claims of agriculture and those of industry, since the
purpose and foundation of NEP had been precisely to make any
such conflict impossible; yet this was the one point which
emerged clearly from the discussions. The majority, impressed
with the material progress realized under NEP and with the
dangers of any renewal of those policies of pressure on the peasantry
which had nearly brought disaster under war communism, was
eager only to maintain the status quo established by NEP and let

' It is fair to say that the opinions of the economic and financial experts,
to whom the political leaders might naturally have turned for advice, were
equally confused and divided on the causes of the crisis: articles from the
contemporary press are quoted in M. H. Dobb, Russian E ic Develop
since the Revolution (2and ed., 1929), pp. 227-245. Preoccupation with the
anomaly of a double currency, and with the continuous depreciation of the
ruble, encouraged the superficial view that the scissors crisis was explicable in
terms of the monetary problem.




CH. II1 THE CRISIS BREAKS 91

the socialist future take care of itself ; and, since the scissors crisis
which at present threatened the status guo arose from what appeared
to be inflated prices charged for consumer goods by the industrial
trusts, ,it was difficult to contest the view that the peasant was
the victim, and industry the villain, of the piece, and that the
remedy lay in applying pressure to the trusts to reduce prices and
profits, and in bringing further relief to the peasant by increasing
grain prices through export and by reducing his taxation. The
troubles of industry were the result of its loss of the peasant
market, due mainly to the high prices of industrial goods. Mean-
while the revival of heavy industry must await more propitious
conditions.

The minority, soon to be distinguished as ‘‘ the opposition »,
starting from the basic Marxist doctrine of the predominant im-
portance of the proletariat and of industry in the socialist revolu-
tion, approached the scissors crisis from the standpoint of the need
to safeguard the interests of industry in general and, in particular,
to promote a revival of heavy industry as the foundation of a
socialist economy. Called on to defend the rise in industrial
prices and to propound a remedy, they explained the rise in terms
of increased costs due partly to increased taxation and increased
overheads over which industry had no control, such as transport,!
and partly to the admitted inefficiency of industrial organization,
and argued that the only proper way to bring down prices was
to increase the efficiency of industry by rationalization and con-
centration and by broadening its basis of production. On this
view the primary cause of the scissors was the failure of the
revival of industry to keep pace with the revival of agriculture,
and the remedy could only be to come to the aid of industry, and
primarily of heavy industry as its essential base. As Strumilin,
the economist of Gosplan, crisply put it :

1 Bogdanov at the twelfth party congress estimated that half the overheads
of industry were accounted for by items which were outside the control of the
undertakings themselves — taxes, freights, interest on advances from Gosbank
annual depreciation, etc. (Dvenadtsatyi S’’exd Rosstiskoi K h t Partis
(Bol’shevikov) (1923), p. 332). According to S. G. Strumilin, Na Khozyatst-
vennom Fronte (1925), Pp. 225-226, mdustry in 1913 paid 3 per cent of its net
production in taxes, in 1922 3-4 per cent, in 1923 10-12 per cent ; credit, which
cost 6 per cent per annum in 1913, cost 60 per cent in 1923 ; and freights,

which in 1922 were only one-third of their 1913 rates, were 25 per cent above
1913 rates in 1923.
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If we wish to achieve maximum success in bringing the
scissors together, we must, in reviewing the plans of production
of our industry, first and foremost guarantee its most rapid
possible expansion. A further increase in the working load
and in the productivity of labour in our industry — there is the
fundamental condition of a successful struggle with the dis-
parity in prices. And all the rest — will be agded unto you.!

This, however, involved, as Trotsky and the spokesmen of
Vesenkha had perceived in the previous winter, a revised credit
policy. While the first half of 1923 had seen a rapid expansion of
credit to consumer industries, the natural result of a policy whose
criterion was the earning capacity of the borrower in market con-
ditions had been to discriminate against heavy industry, which
had no prospect of escaping from the doldrums so long as this
criterion was applied. Trotsky’s speech at the twelfth party
congress had dwelt on the contrast between the rapid progress of
rural and light industry and the consumer industries generally
and the stagnation of heavy industry, and pointed out the incom-
patibility of this state of affairs with an advance towards a socialist
economy. The conclusion was obvious that heavy industry could
be revived only in the conditions of a planned economy, and that
a planned credit policy, which served specific ends and did not
accept the criterion of earning capacity as final, was an essential
part of such an economy. The minority in the central committee,
while making no criticism of the credits extended to the consumer
industries, demanded the extension of generous advances to heavy
industry as a condition of its expansion, or even of its survival.
The further the discussion was carried, the more profound
appeared to be the gulf which separated these views from the
opinion of the majority.

Three apparently unrelated events of August and September
1923 marked the ripening of the crisis and showed that some broad
decisions of policy could no longer be avoided. The first was
an outbreak of widespread strikes and disturbances among the
industrial workers; the second was the decision of Gosbank to
prevent any further widening of the scissors and force down

! S. G. Strumilin, Na Khozyaistvennom Fronte (1925), p. 229.
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industrial prices by curtailing credits to industry; the third was
a monetary crisis involving the resumption of the printing of
Soviet rubles on a large scale in order to finance the harvest.
The strain on the worker, hitherto largely ignored in the
controversies engendered by the scissors crisis, had now reached
breaking-point. What was darkly referred to as * the wave of
unrest and strikes about wages which swept over some regions
of the republic in August ! was not reported at the time, and
the story can be told only in broad outline. The main troubles
occurred in heavy industry; the first mass strike recorded was in
the engineering works at Sormovo at the beginning of August
1923. All accounts agree that delays in wage payments were
the main cause, though the desire of workers to return to their
villages for the harvest is also mentioned. When the workers
of Sormovo protested in August against the delay in July pay-
ments, they were told that in the south and in the Urals the
workers had not yet received their wages for May and June. A
new grievance was the practice of paying a proportion of wages
in bonds of the gold loan; the workers at first accepted this
under the impression that the bonds could be cashed at their
nominal value, but soon discovered their mistake.2 Coupons

t Stalin, Sochineniya, v. 356 ; Kamenev in his speech of December 11,
1923, spoke of ‘‘ alarming occurrences in the working class in July and August >’
and of strikes in Kharkov and Sormovo (Pravda, December 13, 1923). Pravda,
December 21, 1923, referred to ‘“ the events which occurred during July-
September in a number of big enterprises >, and thought that they * indicated
a definite divorce of the trade unions from the masses >’. The fullest available
accounts of these occurrences were published in the Menshevik journal Sotsialis-
ticheskii Vestnik (Berlin): circumstantial reports of strikes at Sormovo
appeared in No. 16 (62), September 16, 1923, pp. 14-15; No. 21-22 (67-68),
November 27, 1923, pp. 20-21 ; in the Donbass in No. 14 (60), August 16,
1923, pp. 15-16; No. 23-24 (69-70), December 17, 1923, p. 17 ; at Kharkov in
No. 1 (1), January 10, 1924, pp. 7-8. In the years between 1923 and 1927,
when authentic reports of untoward events no longer appeared in the Soviet
press, but could still be smuggled out of the country without too much difficulty,
this journal frequently published valuable and otherwise inaccessible material ;
the anti-Soviet bias, which increased as time went on, has to be discounted.
Among its regular informants was Ryazanov, who always took an elastic view
of the claims of party loyalty.

2 This practice, at first introduced without formal authorization (a protest
against it appeared in Trud, July 27, 1923), was later defended (ibid. September
I, 1923) as a necessary step towards financial stability, and sanctioned by a
decree of September 4, 1923 (see p. 100 below). This was one of the major
grievances recalled a year later by Tomsky at the sixth trade union congress
(Shestoi S”’ezd Professional’nykh Soy SSSR (1925), p. 71).
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which could be cashed only in certain cooperative shops stocking
unwanted goods were sometimes issued in part payment of wages.!
The threat of dismissal or a lockout was the very effective weapon
constantly used by managers to counter all forms of discontent
or to force down wages. In theory, workers were entitled to notice
and a month’s wages on dismissal. But the number of causes for
instant dismissal recognized in the labour code rendered this
safeguard worthless. The position of the trade union organizers
in these clashes was wholly unenviable. It need not be doubted
that they exercised such pressure as they could on the financial
authorities in Moscow to make punctual payment of wages due;
and in this they often had the sympathy and support of the
managers, who were as much concerned as anyone to avoid
labour troubles. But trade union policy, closely conforming to
the party line, was unconditionally opposed to strikes. Any threat
of a workers’ strike to enforce attention to their grievances was
treated as a breach of trade union discipline and punished by
exclusion of those responsible from the trade union, which meant
automatic dismissal from the factory and inability to obtain
another job.2 In practice, therefore, the trade union representa-
tives and the factory committees tended to find themselves in
league with the managers and with the police to maintain discipline
among the workers, to prevent strikes and to suppress disturb-
ances. When stoppages of work occurred, the GPU at once
intervened, at the request of the management and with the tacit
or explicit assent of the unions, to arrest ‘ ringleaders” and
‘“ instigators . Protests and demonstrations by the workers were
ruthlessly met with force. The industrial disturbances which
reached their peak in August and September 1923 were a spontane-
ous and unorganized movement : there is no evidence to connect

 Trud, November 21, 1923.

2 Trud in the first half of 1923, when strikes were freely reported, frequently
recorded the exclusion of strikers from the unions as a penalty (e.g. Trud,
February 18, May 19, June 29, 1923). Later this practice began to excite
indignation : a leading article in Trud, November 27, 1923, protested against
the eagerness of the trade unions to purge recalcitrant members, and a further
article of December 15, 1923, complained that verdicts of expulsion wtre pro-
nounced by the administrations of the unions without right of appeal to the
membership. This grievance still rankled at the time of the sixth trade union
congress of November 1924 (Shestoi S”ezd Professional’nykh Soyuzov SSSR
(1925), pp. xXv-xvi, Xix-xx).
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them with propaganda of the Workers’ Truth or the Workers’
Group or any other opposition faction. Larin, at the thirteenth
party congress a year later, made one of the few sympathetic
attempts to depict the state of mind of the workers at this time :

You remember that the period before the autumn of 1923
was a period when on the one hand the broad mass of workers
saw the growth of our economic achievements — industry was
developing, the financial position of the state was improving,
the railways were working better, we ourselves, at meetings
and in the newspapers, were triumphantly proclaiming : we are
going up, up, year by year we are going up; and at the same
time the mass of workers began to feel some bewilderment :
well, we are going up, it is clear, but the nepmen too are going
more and more on the spree and getting fatter and fatter. The
mass of workers began to take o%ence: we are going up, but
for us, the workers, there is a standstill in the improvement of

our position.!

The proletariat had seized power; the means of production
belonged to it. Yet the revolution had brought it few material
advantages. These had gone for the most part to the specialist
and the nepman. The conditions were sufficiently similar to
those prevailing in the factories in the worst days of the T'sarist
régime to provoke wry reflexions on the fate of the workers under
the “ workers’ state .

In the economic controversies of the autumn of 1923 the
discontent of the workers played only a minor part. The whole
subject was too delicate for public discussion and was placed under
the ban, not only by the majority, which was committed to defend
the interests of the peasant even if this for the time being bore
hard on the industrial worker, but by the minority, which repre-
sented the “ employer ” side of industry — the managers, adminis-
trators and planners — and, being itself hard pressed by official
policies, was little disposed to look with sympathy on fresh
demands by the workers or to condone proletarian breaches of
industrial discipline.2 There is sufficient evidence in what

t Trinadtsatyi S’’ezd Rossiiskoi K isticheskoi Partii (Bol’shevikov)

(1924), p. 182.

2 One of the incidents of the economic controversy in the autumn of 1923
had been a renewed campaign against the salaries of the specialists, due in
part to the long-standing hostility of the trade unions, in part to the friction
between Narkomfin and the industrialists on the issue of credits. On October
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followed to show that the strikes and disturbances in factories in
July, August and September 1923 had administered a shock to
the party leadership, and had shown that a point had been reached
where the burdens placed on the shoulders of the industrial
worker both by NEP and by the policy of reorganizing and
restoring industry could no longer be safely increased. The
attempts to apply a less penurious and oppressive wages policy
and the new campaign against the nepmen in the winter of 1923—
1924 sprang from a realization of this fact.

The second factor which brought the crisis to a head was the
restriction of credits to consumer industries by Gosbank. A
cautious credit policy had from the outset been imposed on the
directors of Gosbank by the canons of financial orthodoxy. The
bank had always been unwilling to grant credits to traders,! and
industry was therefore all the more dependent on credit to finance
the sale of its products. With the rapid expansion of the cher-
vonets issue in the first half of 1923, these credits were readily
granted. Complaints of credit stringency at this time related to
the refusal of the banks to make advances to heavy industry. The
rate of interest on advances was still as high as 6o per cent per
annum ; but this compared favourably with the still higher rates
of 1922.2 These halcyon days ended with the continued widening
of the scissors in the late summer of 1923. Any struggle between
the conflicting interests of agriculture and industry found Nar-
komfin at this time whole-heartedly on the side of the peasant
in its determination to bring down industrial prices. Early in
July 1923, Sokolnikov, the People’s Commissar of Finance, in

10, 1923, by what can hardly have been a coincidence, both Trud and Ekonomi-
cheskaya Zhizn’ carried articles attacking the system of tantiémes which encour-
aged directors of enterprises to declare profits that had not really been ‘earned,
or to raise prices and depress wages in order to inflate profits ; on October 17,
Trud demanded a reduction in the remuneration of specialists ; on the following
day Ekonomicheskaya Zhizn’ once more attacked the system of tantiémes, which
had been originally introduced to attract specialists “ who would not work for
ideological considerations *’.

! Kutler, the effective professional head of Gosbank (see The Bolshevik
Revolution, 1917-1923, Vol. 2, pp. 351-352), explained to a conference of mer-
chants in January 1923 that ‘‘ broad credits for trade, however desirable in
themselves, cannot practically be granted in the immediate future >’ (Ekonomi-
cheskaya Zhizn’, January 17, 1923).

2 8. G. Strumilin, Na Khozyaistvennom Fronte (1925), p. 225 ; for the earlier
rates see The Bolshevik Revolution, 19171923, Vol. 2, p. 349.
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his speech to VTsIK, reported that 100 million gold rubles had

been advanced to industry by Gosbank, and ro million gold rubles

by Prombank, and issued a warning on the flow of credit to
industry :

If this credit is used not in order to expand the operations

of industry, but in order to restrict sales and bring about a rise

i{l market prices, this of course will not be a practical utiliza-
tion of bank credit by industry, but an abuse of bank credit.?

Six weeks later action was taken on this warning. Gosbank, in
agreement with Narkomfin, began suddenly and severely to
restrict its credits to industry.? The measure, apart from con-
siderations of price policy, could be justified or explained on
monetary grounds. The fall in the purchasing power of the
chervonets was plausibly attributed to an over-issue of the new
currency due to too rapid an expansion of credit.3 But the
measure was also construed, and rightly construed, as a deliberate
intervention in the scissors crisis. The introduction of the
chervonets had at first had highly favourable effects for the con-
sumer industries. The granting of credits against stocks was one
of the factors which had enabled these industries in the winter
of 19221923 to surmount the razbazarovanie crisis of the previous
year, and, under the lead of the syndicates, put the screws on
the consumer. But, when this reversal of fortune led, in the
first half of 1923, to a crisis of the opposite kind resulting from
high industrial prices, voices were quickly raised to demand a
restriction of the credit policy which had put industry in this
strong position : 4 to withhold credit from industry was an obvious

¥ Vtoraya Sessiya Vserossiiskogo Tsentral’nogo Ispolnitel’nogo Komiteta X
Sozyva (1923), pp. 114-115 ; for this speech see p. 36 above.

2 Fkonomicheskaya Zhizn’, November 11, 1923, while defending the measure
in principle, admitted that it had been applied ‘“ abruptly and roughly >’ ; the
suddenness and violence of the contraction of credit was one of the items in the
subsequent indictment of official policy by the opposition (Trinadtsataya Kon-
Serentsiya Rossiiskoi K isticheskoi Partii (Bol’shevikov) (1924), pp. 70, 81).
Since Gosbank was an autonomous institution with full powers over the use of
its funds, this decision did not formally involve governmental responsibility ;
““ the self-sufficient character of our financial policy ’ and ‘‘ the autonomy of
Gosbank” also figured in the indictment (see p. 105 below).

3 See p. 33 above.

+ Kutler put the case against industry in Ekonomicheskaya Zhizn’, September

12, 1923 : ‘‘ The sellers are not troubled by the fact that a rise in prices curtails
the sale of their product. . . . Subsidies and credit come to their aid. The
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way to force industrial goods on to the market at lower prices.
Thus intervention by Gosbank in credit policy was approved even
by those who, in other respects, wished to preserve the free inter-
play of market forces as the essential feature of NEP; and this
opinion, which was equally agreeable to those who were primarily
interested in the principles of financial orthodoxy and those who
sought above all to uphold the interests of the peasant, far out-
weighed the protests of those who believed that industrial prices
should be brought down through improved methods of produc-
tion stimulated by a more generous credit policy.

The curtailment of credit was almost immediately effective
in compelling the consumer industries to lower prices and liquidate
stocks on a falling market. In the latter part of September 1923
the press was full of cries of distress from almost every branch of
industry.! It was on October 1 that the price scissors widened
to their furthest extent. From that date both a fall in industrial
prices and a rise in agricultural prices set in.2 The restriction
of credit to industry, which was the most important act of economic
policy since the twelfth party congress, could not be said to
contravene any of the vague and eclectic resolutions of the congress.
It could even be supported by recalling Lenin’s surprising remarks
at the eleventh party congress on the salutdry properties of a
financial crisis.3 It also had the effect of ending the discrimination
in credit policy in favour of consumer industries, and thus closed
the gap which had arisen in the first years of NEP between the
interests of the consumer industries and those of heavy industry.
After the autumn of 1923 it was no longer possible to maintain a

goods pile up in the warehouses.” In November 1923 Sokolnikov repeated
the allegation that industry had ‘‘ to a certain extent abused credit’’ (T7et’ya
Sessiya Tsentral’'nogo Ispolnitel’nogo Komiteta Soyuza Sovetskikh Sotsialis-
ticheskikh Respublik (1924), p. 99) ; the textile industry in particular, having got
credit in order to market its goods, had fixed its prices so high that the peasant
refused to buy, and the financial authorities had retaliated by making a reduction
in prices a condition of further credit (G. Y. Sokolnikov, Finansovaya Politika
Revolyutsii, ii (1926), 93-95).

¥ See, for example, Ekonomicheskaya Zhizn’, September 19 (tobacco), zo
(oil), 21 (salt), 1923.

2 From about the beginning of October wholesale prices also began to be
regulated by official order (see p. 110 below). But it was the restriation of
credit which struck the first blow, and, judging by previous experience, official
price-fixing would have been ineffective without it.

3 G. Y. Sokolnikov, Finansovaya Politika Revolyutsii, ii (1926), 93-94 ; for
Lenin’s pronouncement see The Bolshevik Revolution, 1917-1923, Vol. 2, p. 353-
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system by which consumer industries working for the market
obtained credit from the banks, while the basic industries on
which the revival of the whole economy ultimately depended were
starvetd of credit by Narkomfin on budgetary grounds. Hence-
forth the question of credits for industry would be treated as a
whole, and as an item in industrial policy. To this extent the
‘“ anarchy ”’ of the first years of NEP had been overcome.

The curtailment of credit for industry in August 1923, apart
from its other implications, could be regarded as a further step
to strengthen the chervonets and pave the way for the final
stabilization of the currency. It was, however, quickly followed
by a major monetary stringency which was the third factor in
bringing the whole economic crisis to a head.! The weak point
in the policy of Narkomfin was still the difficulty of meeting the
requirements of public expenditure if the operations of the
printing press were confined within the narrow limits laid down
in the July decree.?2 Feverish efforts were made by Narkomfin
to fill the gap by borrowing. The gold loan originally announced
in October 1922 had been poorly received, in spite of the moral
pressure to subscribe, and the use of the bonds in part payment
of wages.3 The bonds were endorsed “ not negotiable and not
quotable on the exchange ’>. But they were, in fact, bought and
sold on the free market at a heavy discount, so that all incentive
to normal subscriptions quickly disappeared.#+ Bonds were being
deposited by unwilling holders at Gosbank which in August was
advancing 6o per cent of the face value on them. The attempt
to put the hard-pressed industrial worker under contribution and

r In an interview in Ekonomicheskaya Zhizn’, October 26, 1923, Kutler
explained the curtailment of credits to industry by the need to finance the
harvesf. This inverts the order of events, and alleges a direct connexion which
did not exist ; but both measures were part of the same policy of rectifying the
scissors by pressure on industry and by aid to agriculture.

2 See pp. 36-37 above.

3 For the “ moral pressure >’ see The Bolshevik Revolution, 19171923, Vol.
2, p. 356 ; Sokolnikov admitted at VT'sIK in July 1923 that the floating of the
gold loan had met with great difficulties, but thought that, like the rye loan, it
would go better in a second year (Vtoraya Sessiya Vserossiiskogo Tsentral’'nogo
Ispolnitel’nogo Komiteta X Sozyva (1923), pp. 127-128). For the payment of
wages in bonds see p. 93 above.

4 G. Y. Sokolnikov, etc., Soviet Policy in Public Finance (Stanford, 1931),
p. 263 ; the market value is said (ébid. p. 265) to have sunk as low as 40 per
cent of the face value, but this seems to have been after extensive forced placings.
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mitigate the currency shortage by paying a part of his often
belated wages in bonds was justified in a curious advertisement
in the form of question and answer which appeared in the official
economic journal : .

Question : How can real wages be increased ?

Answer : By stopping the depreciation of money.

Question : How can the depreciation of money be stopped ?
Answer : By mass purchase of bonds of the gold loan.?

The advertisement was more successful as an appeal to the makers
of financial policy than to the workers. On September 4, 1923,
a decree was issued authorizing the payment of a graduated
percentage of wages and salaries in state bonds, varying from
3 per cent of the lowest to 20 per cent of the highest wages; and
on the following day another decree prescribed that payers of
income and property taxes and applicants for trading licences were
obliged to subscribe for state bonds in proportion to the amounts
due from them. A fortnight later yet another decree placed a
similar obligation on contractors or agents undertaking business
for state institutions or enterprises.? Yet even these measures,
which converted the loan into a forced levy, failed to produce
the desired results; and Sokolnikov was obliged to announce in
November 1923 that only 75 million rubles out of the 100 millions
budgeted for a year earlier had been subscribed.3

The failure of the loan was already apparent when Narkomfin
was confronted with an inescapable monetary crisis. In pre-
revolutionary days it was a regular and necessary procedure to
expand credit and the note issue each autumn to finance the
marketing of the harvest and to contract them when the operation
had been completed. This procedure had fallen out of use.since
1918. Under war communism the collection of the harvest had
taken the form of direct requisition. In the first two years of
NEP much of it had been absorbed by the tax in kind. Nor in

v Ekonomicheskaya Zhizn’, August 9, 1923.

2 Sobranie Uzakonenii, 1923, No. 96, art. g6o ; No. 98, art. 978 ; No. 99,
art. 981 ; the schedule of compulsory subscriptions from payers of incame-tax
was revised in a further decree of October 1923 (Sobranie Uzakonenii, 1924,
No. g, art. 58).

3 Tret’ya Sessiya Tsentral’nogo Ispolnitel’nogo Komiteta Soyuza Sovetskikh
Sotsialisticheskikh Respublik (1924), p. 85.
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any of these years had any reluctance been shown to expand the
note issue to meet any and every demand. In 1923, when the
peasant had for the first time the option to pay a substantial part
of the tax in cash, a far higher proportion of the harvest was likely
to reach the free market than in any year since the revolution ;
for the first time since the revolution the grain market was reopened
in the Moscow Exchange.! Experts who remembered the old days
had foreseen the need of an expansion of the currency to finance
the purchase of grain, and had early canvassed ‘“ the possible use
of the Sovznak as an instrument of credit for this purpose .z
The July decree limiting the issue of Sovznaks, though a necessary
step towards the financial reform, wilfully shut the door on this
solution; and nobody had any other to propose. An expansion
of the chervonets issue to finance the harvest was ruled out by all
parties concerned. In the first place, it was assumed, rightly or
wrongly, that the peasant would refuse to accept payment in an
unfamiliar currency which had not yet been seen in the country-
side ; 3 secondly, it was feared that a large issue of chervontsy
would jeopardize the stability of the chervonets itself.

The first acute symptom of monetary stringency came from
another quarter. In July 1923 STO gave its approval to a proposal
of Narkomfin and the People’s Commissariat of Communications
(Narkomput’) for the issue of ‘‘ transport certificates >’ to the value
of 5 million gold rubles in denominations of from 5 to 25 rubles
which would be legal tender for all transportation costs and would
be redeemable in any event in March 1924; and transport
certificates to the value of 24 million gold rubles were actually
issued between September 1923 and March 1924.4 Apart from

' Ekonomicheskaya Zhizn’, August 10, 1923.

¢ Ibid. May 24, 1923 ; attention was drawn to the same problem by Lezhava,
president of Komvnutorg, who thought that it would be necessary to delay the
collection of the tax until the harvest had been marketed (ibid. June 28,
1923).

3 The assumption, though universally made, may not have been correct;
the story was told that, after large consignments of Sovznaks had been sent to
Turkestan to purchase the 1923 cotton crop, the peasants nonplussed the author-
ities by demanding payment in chervontsy (L. N. Yurovsky, Na Putyakh k
Denezhpoi Reforme (1924), p. 72).

4 Sobranie Uzakonenii, 1923, No. 87, art. 842 ; Sobranie Uzakonenii, 1924,
No. 13, art. 120 ; No. 16, art. 154 ; No. 47, art. 445. The motive of the issue
of the transport certificates was ‘‘ to strengthen the resources of Narkomput’
at the period of the realization of the harvest ”’ (minute of Narkomfin quoted
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this official, though unavowed, addition to the currency — the
first tentative experiment in creating a subsidiary medium of
exchange on the basis of the chervonets — the currency shortage
produced the usual assortment of substitutes in the form of notes
or certificates issued by local Soviets, factories or cooperatives.
But when it became necessary to finance the harvest, these devices
proved plainly inadequate, especially since the peasant had
elected to pay an unexpectedly high proportion of the agricultural
tax in cash.! The situation now defied all expert advice. On
July 31, 1923, Ekonomicheskaya Zhizn’ carried an article proposing
that credits should be given to the peasantry * primarily in the
form of goods > — a belated and desperate cry for a return to a
““ natural ”” economy. On August 3, Katsenellenbaum, a financial
expert of Gosbank, argued conclusively in the same journal that a
further issue of Soviet rubles to finance the harvest could not be
avoided. Ten days later a leadmg article reiterated that ‘“ the
questxon of credit for the grain collection has become extremely
acute ”’, and reported that delays had already occurred in the
collection owing to lack of currency.? In September the logic of
the situation was at length perforce accepted by the financial
purists of Narkomfin. The attempt registered in the decree of
July 7 to limit and reduce the issue of Soviet rubles was abandoned
as hopeless and all restraint thrown to the winds. Without any
fresh decree, or any public announcement of the change of policy,
the printing of Soviet rubles without limit in the quantities
required to meet any demand was resumed.? The monthly issue
in Z. V. Atlas, Ocherki po Istorii D hnogo Obrashcheniya v SSSR (19r17—
1925) (1940), p. 211) ; Sokolnikov explained in public that its purpose was to help
to cover the deficit of Narkomput’, which had amounted to 140 million rubles
in the past financial year and which it was hoped to reduce to 50 million rubles
in the current year (Vitoraya Sessiya Vserossiiskogo Tsentral’nogo Ispolnitel’nogo
Komiteta X Sozyva (1923), p. 116).

' Narkomfin had reckoned on half the tax being paid in kind and half in
cash, or bonds of the rye loan ; in fact, rather more than half was paid in cash,
nearly a quarter in bonds and only a quarter in kmd (Tret’ya Sessiya Tsentral’-
nogo Ispolnitel’'nogo Komiteta Soyuza Sovetskikh Sotsialisticheskikh Respublik
(1924), p. 85). This was a favourable symptom, but caused a larger immediate
demand for currency. At the end of the year the option of payment in kind
was withdrawn altogether (Ekonomicheskaya Zhizn’, December 20, 1923).

2 Ekonomicheskaya Zhizn’, August 15, 1923.

3 A decree of September 29, 1923 (Sobranie Uzakonenii, 1923, No. 102,

art. 1024) authorized the issue of Soviet ruble notes in the denomination of
5000 rubles (1923 pattern); this decree merely authorized the issue of a new
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of Soviet rubles suddenly rose from 3400 millions, 4200 millions
and 6000 millions in July, August and September 1923 respectively
to 39,000 millions, 46,000 millions and 110,000 millions for the
last three months of the year.! The effects of this step were less
far-reaching than those of the unlimited note issues of an earlier
period. On the one hand public accounts and the accounts of
major branches of industry were now kept in chervontsy; and
on the other hand the Soviet ruble was now so thoroughly dis-
credited that the issue could no longer yield any substantial profit
to the treasury: the rise in prices now quickly overtook every
increase in the note issue.2 But the resumption of the unrestricted
flow of paper money, while it solved on familiar lines the over-
riding problem of bringing grain to the market, was, on a longer
view, a defeat for the financial policies of the past twelve months.
It not only introduced a fresh period of uncertainty and currency
speculation, but confused the major issue of the scissors crisis by
overlaying it with the more conspicuous phenomenon of an un-
controlled inflation.

and higher denomination to take account of the falling value of the ruble,
but set no limit on the amount of the issue. In later literature this decision was
often represented (e.g. by Rykov in Trinadtsataya Konferentsiya Rossiiskoi Kom-
munisticheskoi Partii (Bol’shevikav) (1924), p. 85) as the counterpart of the restric-
tion of credit to industry : credits (in chervontsy) were withheld from industry
and transferred (in the form of credits in Soviet rubles) to agriculture. In fact,
the two decisions do not appear to have been in any way interdependent. The
essential difference between the two currencies was that the chervonets was
used only for credit purposes, not for financing government purchases (7ret’ya
Sessiya T'sentral’nogo Ispolnitel’nogo Komiteta Soyuza Sovetskikh Sotsialistichesk-
tkh Respublik (1924), p. 98); the grain transactions fell partly in the latter
category.

1 See the table in L. N. Yurovsky, Current Problems and Policy of the Soviet
Union (1925), p. 106 ; some of the figures in this table have apparently been
corrected from the original table in L. N. Yurovsky, Na Putyakh k Denezhnoi
Reforme (2nd ed., 1924), p. 84.

2 Throughout the period of war communism prices tended to rise more
rapidly than the volume of currency in circulation (see The Bolshevik Revolution,
1917-1923, Vol. 2, pp. 258-259). With the wave of prosperity resulting from
NEP this process was interrupted between the summer of 1922 and the summer
of 1923, during which time the rise in prices merely kept pace with the rise in
the note issue, or sometimes lagged behind it. From June 1923 onwards prices
began again to outstrip the note issue, and this process was intensified when the
unlimited note issue was resumed in September. Finally, in January and Feb-
ruary 1924, when the note issue rose by 100 per cent monthly, the monthly
increase in prices reached 200 per cent (see the table in Z. V. Atlas, Ocherki po
Istorii Denexhnogo Obrashcheniya v SSSR (1917-1925) (1940), p. 160).
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The existence of a serious economic crisis, with sharp divisions
in the ranks of the party and of its central committee, could now
no longer be disguised. Industrial labour was in a state of ferment,
almost of revolt. The restriction of credits had been a crippling
blow to the consumer industries ; and the plight of heavy industry
was recalled in a memorandum signed by Rykov and Pyatakov
as president and vice-president of Vesenkha, and submitted to
the party central committee on September 19, 1923, protesting
that ‘‘ the running of the industry entrusted to us is becoming
increasingly difficult in the present set-up .1 The forced resump-
tion of the unlimited issue of Sovznaks to finance the harvest
cast doubt on the prospects of the financial reform and weakened
confidence in Narkomfin and in its policies. It was in these
conditions, with fundamental problems of agriculture and industry,
of labour and finance, jostling one another in inextricable con-
fusion that the central committee of the party set up at the end of
September 1923 three committees, one to report on the scissors
crisis, one on wages and one on the internal situation in the party.2
The scissors committee, which ended by eclipsing altogether the
wages committee, emerged as a committee on economic policy,
not unreasonably treating the ‘‘ scissors ’ as the focal point of
the whole crisis. It was composed of 17 members, and was
intended to represent all shades of opinion in the central com-
mittee, though these had not yet crystallized into groups. But
neither Trotsky nor any of the more prominent dissentients in
the central committee were in Moscow when the decision to set
up the committee was taken.? Trotsky declined membership on
the ground of lack of time ; 4 Pyatakov was sent on a mission to
Germany ; 5 and Preobrazhensky apparently boycotted the com-
mittee, so that the principal spokesmen of the opposition did not

1 The memorandum does not appear to have been published, but was quoted
in Trotsky’s letter of October 8, 1923 (see pp. 105-106 below).

2 'The decision to appoint the committees was not published, but the three
committees were referred to in the decision of the central committee of October
25, 1923 (VKP(B) v Rezolyutsivakh (1941), i, 531 ; for the committee on internal
party affairs see pp. 294-295, 304 below. 3 See p. 294 below.

4 Trinadtsataya Konferentsiya Rossiiskoi K isticheskoi Partii (Bol’-
shevikov) (1924), p. 7. This is Rykov’s account ; Trotsky’s refusal to ‘serve on
the committee accorded with the tactics pursued by him, since Lenin’s collapse
in March, of refusing to bring into the open his differences with his colleagues
in the Politburo. s See p. 219 below.
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make themselves heard.” This left them with free hands to attack
the recommendations of the committee, but deprived them of an
opportunity to participate actively in the formulation of policy at a
moment when external pressures had evidently alarmed the party
leadership and made it amenable to some measure of conciliation.

But scarcely had the scissors committee begun its work when
Trotsky, betrayed by his own impatience or seeing the hopeless-
ness of further argument within the Politburo, took a momentous
step. On October 8, 1923, once more playing a lone hand and
apparently without consulting the group in the central committee
which broadly shared his views, he addressed a letter to the
central committee which was in effect an indictment of the policy
of the Politburo. Beginning with a reference to the reappearance
of fractional groupings within the party, Trotsky traced it to two
causes : ‘‘ (a) the radically incorrect and unhealthy régime within
the party, and (b) the dissatisfaction of the workers and peasants
with the grievous economic situation, which has been brought
about as the result not only of objective difficulties, but of flagrant
radical errors of economic policy . In spite of the injunctions of
Lenin and the resolution of the twelfth party congress, Gosplan
and the principle of planning had been thrust more and more into
the background. Decisions about economic policy were more
than ever being taken by the Politburo ‘“ without preliminary
preparation, out of their planned sequence ’’. Nationalized
industry had been sacrificed to ‘‘ the self-sufficient (i.e. not sub-
ordinated to the economic plan) character of our financial policy .
The price scissors, which destroyed the economic link between
industry and the peasant, were ‘‘ equivalent to the liquidation of
the New Economic Policy . But the policy of the scissors com-
mittee, which was attempting to solve the problem by arbitrary
price reductions, was ineffective.

The very creation of a committee to lower prices [wrote
Trotsky] is an eloquent and devastating indication of the way
in which a policy which ignores the significance of planned
and manipulative regulation is driven by the force of its own

1 Stalin at the thirteenth party conference accused Preobrazhensky and other
members of the opposition of ‘“ ignoring the work *’ of the scissors committee
(Trinadtsataya Konferentsiya Rossiiskoi Ko isticheskoi Partii (Bol’shevikov)
(1924), p. 150).

H
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inevitable consequences into attempts to command prices in the
style of war communism.

The right approach to the peasant was through the proletariat ;
in economic terms this meant that the rationalization of state
industry was the key to the closing of the scissors.!

Emboldened by this initiative, 46 leading party members,
including several members of the central committee, now drew
up a policy manifesto which was issued on October 15, 1923, and
came to be known as “ the platform of the 46 ”; it was signed,
among others, by Pyatakov, Preobrazhensky, Antonov-Ovseenko,
Osinsky, V. Smirnov, I. N. Smirnov, Kaganovich, Sapronov,
Serebryakov and Rozengolts. The manifesto declared that
‘“ the casual, unconsidered and unsystematic character of the
decisions of the central committee *> had brought the country to
the verge of a ‘“ grave economic crisis ”’, the symptoms of which
were the currency crisis, the credit crisis, the sales crisis in
industry, the low prices of agricultural products and wage in-
equalities. Having deplored the ““ absence of leadership ” which
had been responsible for these failures, the manifesto passed on
from its economic diagnosis to a general attack on the dictatorial
behaviour of the party machine, ending with the demand for an
immediate conference to consider the situation.? About the time
the platform of the 46 was handed in, Trotsky’s colleagues in
the Politburo replied to his letter of October 8; and this reply
provoked a further letter from Trotsky, in which he once again
asserted the issue of principle :

I stood and stand on the point of view that one of the most
important causes of our economic crisis is the absence of correct
uniform regulation from above.3

But this further exchange between Trotsky and the Politburo
moved over into the field of personal and political recrimination,*
and contributed nothing new to the economic discussion, though

' Lengthy extracts from the letter were published in Sotsialisticheskii Vestnik
(Berlin), No. 11 (81), May 24, 1924, pp. 9-10; the full text has never been pub-
lished. For the political aspects of T'rotsky’s letter see pp. 295-297 below.

2 For the political aspects of the platform see pp. 297-298 below for the
full text see pp. 367-373 below.

3 Extracts from the letter are in Sat:xalumhaku Vestnik (Berlm), No. 11
(81), May 24, 1924, pp. 11-12.

4 For a further discussion of these letters see pp. 295-297, 299 below.
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it made clear the acuteness of a crisis which turned largely on
economic issues. Confronted with this situation, the party central
committee (sitting jointly with the central control commission
which was competent for the disciplinary issues involved !) passed
on October 25, 1923, a resolution instructing the Politburo to
hasten the work of the three committees set up by the central
committee a month earlier, and to take any necessary action on
them, reporting to the next session of the central committee in
January 1924.2 What might be crucial decisions were thus
transferred into the safer hands of the Politburo. On November
1, 1923, FEkonomicheskaya Zhizn’ discovered a crisis which
‘“ economically and politically threatens the very existence of the
Soviet power ”’; and on November %, the anniversary of the
revolution, following an article by Zinoviev, Pravda announced
that its columns would be thrown open to spokesmen of the
different trends and opinions which were dividing the party.3
The obscurity of the scissors crisis and the wide variety of
the explanations offered to account for it compelled the scissors
committee to range far and wide over the field of economic policy.
The wages committee may presumably be held responsible for
the somewhat more liberal wages policy adopted towards the end
of 1923.4 But no record exists of its work, and the only formal
statement of the party attitude to wages at this juncture was a
section included in the report of the scissors committee. The
proceedings of the scissors committee were not reported. That
Narkomfin was in an intransigent mood, and unwilling to brook
any challenge to the main principles of economic and financial
policy, was shown by an unusually outspoken speech made by
Sokolnikov at a special meeting of the presidium of Gosplan on
October 13, 1923. Sokolnikov reacted against the doctrine
assiduously preached in Gosplan that the planning of credit was
a necessary part of the planning of industrial production. Credit,
he explained, was a matter of commerce and banking. In the

* For these issues see pp. 300-301 below.

2 PKP (B) v Rezolyutsiyakh (1941), i, 531-532.

3 For this article and the announcement see p. 301 below.

4 The decision to resume the unlimited issue of Sovznaks, though taken for
the benefit of the peasant, automatically eased the currency stringency which
had been responsible for the delays in paying industrial wages. 7Trud, October
4, 1923, claimed that delays in payment were gradually disappearing, though
““loss on exchange does still occur”.
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words of a press report of the meeting, he * categorically protested
against the introduction of obligatory planning into the work of
credit institutions . He maintained that ‘¢ credit is not, like
production, amenable to the compulsion of planning ”, and that
production must be brought into line with credit, not vice versa.
In vain might Smilga reply that, if Gosplan could not plan credit,
it could never advance towards a general plan for the economy ;
in vain might Krzhizhanovsky protest against the subordination of
Gosplan “ to the spontaneous principles of the market .1 Never
since the revolution had the doctrine of the supremacy of finance,
as the stern executor of the laws of the market, been so openly
proclaimed; never had NEP been so uncompromisingly inter-
preted as the victory of laissez-faire over planning. But the
position of the critics was weakened by their close approximation
to the views expressed in the platform of the 46 with its direct
challenge to the policy of the central committee. On these
fundamental issues the scissors committee was bound to range
itself behind the official line, which was still the line of Narkomfin.

When it came, however, to the specific question of prices
which the committee had been summoned to consider, the line no
longer seemed so clear and impregnable. The theory of trade as
originally developed under NEP had postulated a salutary sub-
mission to the laws of the market; communists were adjured by
Lenin to ““ learn to trade ”’, to ‘‘ adapt themselves *’ to the pro-
cesses of buying and selling.2 The state machine did not purport
to regulate trade. With the progressive substitution of payment
in money for payment in kind in the collection of the agricultural
tax, and with the gradual disappearance of the system of payment,
or part payment, of wages in kind, the buying and selling of
agricultural products passed more and more into private hands;
and NEP left the peasant free to sell his * surplus ’ at whatever
price he could get. Nationalized industries producing manu-
factured goods had been instructed to work for a profit. The
application of the principles of khozraschet left them free to fix
wholesale prices for their output in accordance with the con-
ditions of the market. An initial attempt to control priceg in the
autumn of 1921 had quickly been abandoned, and the commission

! The report of the meeting is in Ekonomicheskaya Zhizn’, October 16, 1923.
2 See The Bolshevik Revolution, 1917—-1923, Vol. 2, pp. 333-335.
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for internal trade (Komvnutorg) set up in May 1922 became little
more than a statistical office. Those were the days when Narkomfin
publicly defended nepmen from the charge of being speculators,
and argued that the regulation of prices was contrary to the
principles of the market economy established by NEP.!

This confident belief in the virtues of laissez-faire did not
survive the winter of 1922-1923, when industrial prices, bolstered
by the newly organized syndicates, began to soar at the expense
of the peasant and of the urban consumer. In the new conditions,
Narkomfin whole-heartedly accepted the necessity of readjusting
the balance in favour of the peasant, though it hoped at first to
achieve this result by stimulating grain exports and without
resort to direct intervention. The prejudice against price regula-
tion, as against everything that savoured of the practices of war
communism, died hard. At a conference of representatives of
the newly established Exchanges in January 1923, Lezhava, the
president of Komvnutorg, submitted a set of theses arguing that
the “ regulation of prices ” should be concentrated in a single
organ with the object of promoting a further extension of trade.
But, when Lezhava went on to complain that ‘‘ the establishment
of prices has hitherto been purely spontaneous ”’, and hoped that
the newly established Exchanges would help to lower prices by
introducing improved conditions of marketing, Sokolnikov re-
torted that everything turned on achieving financial stability ;
and the conference, though it apparently accepted Lezhava’s
theses in principle, ended with a resolution expressing no more
than a pious wish for the reduction of industrial costs and prices.?

1 See ibid. Vol. 2, pp. 343-344. According to a later reminiscence of Zinoviev,
Komvnutorg was set up rather casually as the result of a telephone message from
Lenin in order to * study the market >’ : in Zinoviev’'s words, ‘‘ we marched
against private capital light-heartedly, with a crutch” (Trinadtsatyi S’ezd
Rossiiskoi Kommunisticheskoi Partii (Bol’shevikov) (1924), p. 94). Ekonomicheskaya
Zhizn’, December 13, 1922, complained that ‘‘ there has not been a single case
of refusal [by Komvnutorg] to confirm prices submitted by the syndicates from
the standpoint of cost or of market conditions >’ ; as Bogdanov said at the
twelfth party congress, ‘‘ the attempt to influence the market by compulsory
price-fixing was a fiasco >’ (Dvenadtsatyi S”’ezd Rossiiskoi K
Partii (Bol’shevikov) (1923), p. 333).

2 For Lezhava’s theses and the approval of them by the conference see
Ekonomicheskaya Zhizn’, January 11, 14, 1923 ; for the debate between Lezhava
and Sokolnikov, Trud, January 17, 1923 ; for the final resolution, Ekonomi-
cheskaya Zhizn', January 19, 1923.




110 THE SCISSORS& CRISIS PT. 1

At the twelfth party congress in April 1923, Trotsky graphically
diagnosed the crisis as a crisis of the prices at which industrial
and agricultural products changed hands. But the obvious con-
clusion was not immediately drawn either by himself or by.others.
The resolution of the congress attributed the trouble to ‘ com-
mercial incompetence which cannot be justified by the conditions
of the present extremely narrow market >, and made no proposal
for price control, contenting itself with a conventional compliment
to the cooperatives as ‘‘ the trading apparatus which must in ever
increasing proportions unite state industry with agriculture ’ and
a conventional recommendation to all trading organs to cut down
overheads and adapt themselves to the requirements of the
consumer.!

By the autumn of 1923, when the scissors committee met,
the argument that the state could not and should not intervene
in the fixing of prices was discredited on all sides. In August
Ekonomicheskaya Zhizn’ had demanded an extension of the powers
of Komvnutorg with a mandate to pass from a ‘ passive > to an
‘“ active ” réle and stabilize prices of industrial goods in terms of
the chervonets ; and 7T7rud had followed suit a week later.2 Down
to October 1, 1923, the scissors continued to open; and nobody
could predict that they had reached the liit of the disparity.
None of the indirect devices to compel industry to lower its prices
had yet borne fruit. On October 3 Komvnutorg issued an order,
in defiance of a protest from the textile syndicate, reducing the
wholesale price of cotton cloth by some 20 per cent.? On the
following day, in order to forestall similar action, the linen trust
announced a reduction in prices ‘‘ in order to satisfy general state
interests >, and this was followed by further announcements of
voluntary reductions in wholesale prices by other trusts.# The
blow struck by the action of Gosbank in restricting credits was
being driven home. The spokesmen of Narkomfin, who had the
ear of the party leadership, swung round sharply to a policy of
price control, however incompatible this might appear with the
hitherto accepted assumptions of NEP. At the meeting of

I VKP(B) v Rezolyutsiyakh (1941), i, 482. )

2 Ekonomicheskaya Zhizn’, August 15, 1923 ; Trud, August 23, 1923.

3 Ibid. October 4, 1923.
4 Ibid. October 6, 1923 ; #bid. October 12, 1923.
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VTsIK in November 1923 Sokolnikov stoutly maintained that
the ‘ state regulation of prices is indispensable as a means of
struggling against the abuses of monopoly ”; ! and to critics who
attacked price regulation as a “ violation of NEP » he retorted
that, if this was true, then NEP was no better than ‘‘ capitalist
America ”’, where ‘‘ the small peasant and worker is powerless
against the trusts, against the Rockefellers, Morgans and the
rest ’.2 Coming from Narkomfin this was new language; and,
though it was in the first instance only another move in the campaign
of Narkomfin against the industrial trusts, it also showed how
acutely the stresses set up by NEP were now beginning to affect
every part of the economy.

The principle of the control of wholesale prices had thus
secured general approval by the time the scissors committee met.
But the control of retail prices was a different matter. Retail
trade had largely escaped control, in so far as it had survived at
all, even under war communism, and to encourage it to flourish
by the removal of restrictions had been one of the declared
purposes of NEP. Private traders were responsible for 83 per cent
of the retail trade of the country ; 3 and the vast majority of trading
units were country pedlars or stall-holders in markets and bazaars ;4
even in the towns the small shopkeeper predominated. If it had
been impossible to stop ‘‘ bagging ’ in the days of war com-
munism, the notion of bringing this scattered private trade under
control in the laxer conditions of NEP was at first dismissed as
wholly utopian. But the popular argument that it was retail prices
which concerned the purchaser, and that it was useless to reduce
wholesale prices if this merely meant additional profit margins
for the middleman, was difficult to rebut. The campaign against
the nepmen gathered strength, and articles appeared in the press
showing how the retail prices of articles of mass consumption
were swollen by the number of hands through which they passed

1 Tret’ya Sessiya Tsentral’'nogo Ispolnitel’'nogo Komiteta Soyuza Sovetskikh
Sotsialisticheskikh Respublik (1924), p. 100.

2 G. Y. Sokolnikov, Finansovaya Politika Revolyutsii, ii (1926), 97.

3 See p. 11 above.

4 Of the trading licences issued in 1923, 314,000, or 66 per cent of the total
number, fell within the first two categories, i.e. pedlars and open markets
(Rykov in Pravda, January 4, 1924); for the categories of licences see The
Bolshevik Revolution, 1917-1923, Vol. 2, p. 337, note 2.
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on the way from producer to consumer.! In spite of these con-
tentions, however, it was not surprising that the scissors com-
mittee ‘‘ hesitated for a very long time >’ before it decided to
include in its recommendations a control of retail prices.? It
cautiously proposed that control should be limited in the first
instance to ‘‘ products which are uniform in quality and which
we hold in great quantity *’; 3 and salt, paraffin and sugar were
selected for the first experiment.

The general regulation of wholesale prices and the regulation
of retail prices of selected commodities was the only important
innovation in the recommendations of the scissors committee.
The principle involved not only a substantial concession to the
critics, but a serious derogation from NEP, since it reintroduced at
a vital point the state control of trade which NEP had expressly
abandoned. The ingenious and eccentric Larin, now converted
into a strong supporter of the official policy, declared that, in
superseding ‘‘ commercial freedom > by ‘ the compulsory fixing
of industrial prices by a single state centre >, the resolution paved
the way for the transition from °‘ state capitalism >’ to ‘‘ state
socialism . This was, he argued, the ‘ historic significance >’
of the recommendation of the scissors committee : it was not yet
socialism, but it marked * the real ending of the economic retreat *’.

1 This was demonstrated for salt and for textiles in Ekonomicheskaya Zhizn’,
October 5, 10, 1923. Large variations in retail prices were also shown; an
arshin of cotton cloth sold wholesale by the textile trusts at 32 kopeks was sold
at retail prices varying from 70 kopeks to two rubles. Nogin, an influential
party member and director of a textile trust, a former worker, attacked the
middleman as the cause of inflated prices in Pravda, October 16, 1923.

2 This was admitted by Rykov in his speech of December 29, 1923, reported
in Pravda, January 4, 1924 ; the gradual change of front can be traced in the
columns of Ekonomicheskaya Zhizn’. A leading article of October 23 firmly
demanded ‘“ a lowering of wholesale prices of articles of mass consumption >,
but still hedged on the control of retail prices ; on November 15 a signed article
by Shekanov argued that the control of retail prices, however difficult, was
indispensable if the scissors crisis was to be overcome; on November 18 a
leading article cautiously came out for the control of retail prices though still
insisting on its difficulty ; in the same issue Lezhava maintained that it was
easy to fix retail prices for standard articles like salt and kerosene, though
difficult for manufactured goods of variable quality. A conference of ‘ com-
munist managers *’, meeting on November 13, 1923, set up a commigsion to
draft a programme of desiderata for industry ; the programme included *‘ the
establishment of retail prices for manufactured goods through state planning
organizations (Komvnutorg, Gosplan) *’ (Pravda, December 20, 1923).

3 Kamenev in Pravda, December 30, 1923.
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It was the first ‘ unequivocal > and  correct ” revision of one
of the most important aspects of NEP.! Nobody else was anxious
to raise these issues of principle, or to probe the relation of price-
fixing.-to NEP. For the moment the new proposal seemed an
obvious, if modest, contribution to solving the problem of the
scissors crisis. But it laid up new difficulties and new precedents
for the future.

The resolution drafted by the scissors committee and un-
animously adopted by it was submitted to the Politburo some
time in December 1923.2 While it reflected the ambiguities and
embarrassments inherent in NEP and made some concessions to
the critics, its main structure and outlook represented an un-
qualified victory for the party leadership. It opened with a long
introduction designed to throw into relief the predominant réle
of peasant agriculture as the factor that must continue to govern
Soviet economic policy. This appeared to represent Lenin’s last
injunction to the party, and was the most convenient vantage-
point from which Trotsky’s criticism could be repelled and dis-
credited. The scissors crisis, while admittedly acute and requiring
specific remedies, was not to be treated as a fundamental crisis
calling in question the validity of the policy pursued since the
twelfth party congress. Continuity of present official policy with
that of the past was emphasized by including in the introduction
a carefully pruned excerpt from the resolution on industry which
Trotsky had sponsored at the twelfth party congress. The first
sentence quoted was the one which had been inserted by the
majority of the central committee against Trotsky’s opposition,
and insisted on the * primary significance ” of agriculture ‘‘ for
the whole economy of the Soviet power ”’. The following passage
in the congress resolution, in which Trotsky had argued that the
predominance of agriculture could be overcome only by the

! Trud, December 8, 1923 ; Pravda, December 30, 1923.

2 This account was given by Kamenev in his speech of December 27, 1923,
reported in Pravda, December 30, 1923, and confirmed by Rykov at the thu'-
teenths party conference (Trinadtsataya Ktmferentszya Rossii. K
cheskoi Partii (Bol’shevikov) (1924), pp. 6-7, where it is expressly stated that the
work of the committee ‘‘ proceeded with complete unanimity *’); Pyatakov and
Preobrazhensky attacked the resolution at the conference, but made no refer-
ence to the proceedings of the committee.
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development of heavy industry and of electrification and that the
party must spare no efforts or sacrifices to bring this about, but
that success depended not only on progress at home, but on the
progress of the revolution “ beyond the borders of Russia ?’, was
omitted altogether. Then, passing over the opening words of the
next sentence (which ran ‘‘ Keeping the international prospect
always in view ”’), the excerpt went on :

Our party should at the same time, in appraising any step
it takes, never forget or leave out of account for a moment the
predominant importance in practice of peasant agriculture. Not
merely neglect of this factor, but even insufficient attention to
it, would be fraught with innumerable dangers both in the
economic and in the purely political sphere, since it would
inevitably shatter or weaken that alliance between the pro-
letariat and the peasantry, that confidence of the peasantry in
the proletariat, which for the present historical period of
transition are among the fundamental bastions of the dictator-
ship of the proletariat.

Having thus cautiously revoked the April compromise by remov-
ing one of its two main pillars, the resolution of the scissors
committee proceeded to attribute the current *‘ sales crisis > to
inadequate realization of the predominant importance of the
peasant, to lack of coordination between different parts of the
economy and, first and foremost, to the failure of state industry
and commerce to make its way to the mass peasant market.! The
introduction set the tone of the whole resolution, and was designed
to mark a shift away from the moderate position which Trotsky
had still been able to defend at the twelfth party congress. The
body of the resolution reviewed each sector of the economy in
turn and recorded ‘‘ practical conclusions ’’ for each. Agriculture
(Rykov noted it as significant that this was the first occasion on
which agriculture had been given pride of place in a party resolu-
tion 2) was to be assisted by an extension of credit, by curtailment
of taxation and the organization of grain exports. Industry, which

1 VKP(B) v Rezolyutsiyakh (1941), i, 545-546, which contains the text of
the resolution as amended by the thirteenth party conference, there being no
amendments in this section ; comparison of the excerpt from the twelfth party
congress resolution with the original text (ibid. i, 476) shows that the omission
of the crucial passage quoted above is unmarked, but that marks of omission

occur at a later point in the excerpt where no omission has, in fact, been made.
2 Pravda, January 1, 1924.
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lay under the imputation of pushing up prices and earning excessive
profits, was pointedly reminded that * socialist accumulation ”
(the phrase popularized by Trotsky at the twelfth congress), while
it required that prices should cover costs and an ‘‘ indispensable
minimum profit ”’, did not justify prices beyond the reach of the
mass of the population, and was adjured to adopt measures to
rationalize production, increase productivity and reduce overhead
costs. A gesture was made in favour of heavy industry. Now that
the fuel situation had improved, it had become  possible and
indispensable >’ to concentrate the attention of the party on the
metallurgical industry, which must now ‘ be advanced to the
front rank and receive from the state support of all kinds, especially
financial, on a far larger scale than in the previous year ’.! But
this statement of principle did not for the moment attract much
notice, and no corresponding recommendation appeared in the
summary of concrete proposals at the end of the resolution.
‘While, however, the resolution as a whole seemed to mark a
further victory in defence of the status quo and a defeat for the
planners, the element of compromise was not wholly absent. The
aim of wages policy was declared to be ‘““a rise in wages corre-
sponding to a rise in industry and in the productivity of labour .
Low wages were to be brought up to the *‘ average level ”’; the
‘“ severest penalties > were to be imposed for any delay in the
payment of wages and the workers compensated for losses on
exchange due to such delays. The payment of bonuses was to
be sanctioned only where a net profit had been earned, and only
in individual cases for meritorious service, with the assent of the
trade unions.? Attention was now to be given to housing for the

! Gosplan had prepared in the summer of 1923 a * five-year plan ”’ for the
development of the metallurgical industry (Ekonomicheskaya Zhizn’, August g,
1923), and on December 1 was discussing ‘“ a five-year perspective plan >’ for
industry as a whole (ibid. December 4, 1923) ; but such plans were at this time
little more than academic exercises.

2 The campaign against the salaries of specialists (see pp. 41-42 above) con-
tinued throughout the autumn. A decree of November 2, 1923, prescribed
that all agreements providing for * personal >’ salaries should be registered with
Narkomtrud (Sobranie Uzakonenii, 1924, No. 11, art. go). Later the same
month, an agreement was reached between Narkomtrud and the trade union
central council on specialists’ salaries, which was recorded with satisfaction in a
leading article in Trud referring to ‘‘ the capriciousness of individual salaries *’
and “‘ the present bacchanalia of ¢ rates for specialists ’ >’ (Trud, December 1,

1923).
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workers. These were tangible concessions to the dangerous
proletarian discontent. The monopoly of foreign trade was to
be maintained intact and a favourable trade balance sought. In
the sphere of internal trade, regulation of wholesale prieces of
articles of mass consumption, especially for the peasant market,
was to be strengthened and extended to retail prices, pressure on
which would be exercised through state and cooperative trading
institutions and through credit policy; legal maximum retail
prices were to be fixed for salt, paraffin and sugar. This section
of the resolution went surprisingly far to meet those critics who
had insisted on the need for action to counter the dangers of
NEP:

The question of the relation between state capital and
private capital in the economy is the most important question
of the present moment, since it determines the question of the
relation of the class forces of the proletariat, whose strength is
based on nationalized industry, and of the new bourgeoisie,
whose strength is based on the element of the free market. . . .

One of the fundamental conditions of the strengthening of
our positions against private capital is a price policy. . . . In
order to subordinate the activity of private capital to the general
direction of the economic policy of the Soviet power far-
reaching measures must be taken to regulate the prices of
fundamental objects of mass consumption.

The critics were to be appeased by turning the edge of the new
policy against the ever unpopular nepman. It was recognized
that *“ private accumulation >’ should be controlled through fiscal
policy : ‘‘ taxation of luxuries should be unswervingly carried out,
and the struggle with vicious speculators, etc. intensified .
Finally, the transition to a stable currency, the crown of the whole
policy, was to be hastened by the balancing of the budget and the
curtailment of the issue of Sovznaks; credit was to be cheapened,
but with due regard to its * regulating réle ”’ in the economy, the
activity of Gosbank and other credit institutions being coordinated
‘“ through Gosplan and STO with the organs administering
industry and trade ”’. The resolution ended with the usual tribute
to the importance of planning and to the need to strengthen
Gosplan.

The resolution of the scissors committee was approved by
the Politburo, apparently without modification, on December 24,
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1923. It was published in Pravda on the following day; but
some errors crept into the text, and it was reprinted in full in
Pravda of December 28, 1923 — a tribute to its unusual import-
ance. . The resolution as a whole was a conflation of different
and sometimes conflicting opinions. The sections on wages and
on internal trade bore witness to an attempt to maintain the
uneasy balance established at the twelfth congress. But its main
effect was a vote of confidence in the policy of the central com-
mittee and of the Politburo. It confirmed the peasant in his
commanding position as the main beneficiary of NEP and the
arbiter of the Soviet economy.



CHAPTER 4

THE CLOSING OF THE SCISSORS

HILE the scissors committee pursued its deliberations
s ; \ / in the last months of 1923, the grave economic situation
which had prompted its appointment underwent a sub-
stantial change for the better. The harvest, the outcome of which
was still the dominant factor in the Soviet economy, had been
excellent for the second year in succession.! The resumption of
grain exports, and the promise of their further expansion, brought
about a recovery in agricultural prices at the same moment when
the contraction of credit and other official pressures had begun to
force down industrial prices. The scissors began to close. Agri-
cultural prices which stood on October 1, 1923, at 49 per cent
of the 1913 level for wholesale prices and 58 per cent for retail
prices had risen by January 1, 1924, to 68 and 77 per cent re-
spectively. Industrial prices fell during the same period from
171 to 134 per cent of the 1913 level for wholesale prices and
from 187 to 141 per cent for retail prices.2 Nor did these changes
bring the disasters which had been predicted for industry. The
process of concentrating industry, and especially heavy industry,
in a smaller number of the more efficient units, which had been
undertaken in the spring, and had received the blessing of the
twelfth party congress,3 though it had in the short rup un-
doubtedly aggravated the problem of unemployment, was now
bearing fruit in the form of increased efficiency and lower produc-
tion costs. In a report of December 1923 Rykov, the president
1 Ekonomicheskaya Zhizn’, October 1-2, 1923, gave a figure of 2756 million
puds for the grain harvest of 1923 against 2790 millions for 1922 ; the harvest
had surpassed that of 1922 in the Ukraine but fallen short elsewhere.
32 See the table in Trinadtsatyi S’’exd Rossiiskoi Kommunisticheskos Partii
(Bol’shevikov) (1924), p. 396.
3 See pp. 10 and 25 above.
4 A report on the results of concentration was published in Ekonomicheskaya

Zhizn', October 14, 1923 ; see also Bogdanov’s report to VTsIK in November
118
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of Vesenkha, claimed that the total production of industry during
the past year had been double that of 1920 (the worst year of the
recession), though the heavy industries still lagged behind the
consumer industries ; coal-mining and the metallurgical industries
had achieved 159 per cent of the 1920 total, textiles 320 per cent.
But, though heavy industry as a whole had still reached only
34 per cent of the 1913 figure, recovery had begun even in this
most recalcitrant sector of the economy.!

With production increasing all round, and the trend of prices
which had produced the scissors crisis reversed, the *‘ sales
crisis 7’ of the preceding summer was gradually resolved. When
the harvest had been realized and the agricultural tax collected
in kind or in cash, the peasant still had money which falling
prices could tempt him to spend. From October onwards the
market began slowly to expand. In December a report of Vesenkha
somewhat grudgingly admitted that ‘‘ the acutest symptoms of a
monetary and commercial crisis have begun to be overcome since
the middle of November >, and that there had been *‘ some
revival of buying in connexion with the fall in prices and the
completion of the collection of the tax in kind . The report
went on to describe the position of industry as still ‘“ serious and
precarious ”’, and to maintain that ‘“ a further reduction of prices
is impossible .2 But for the moment the all-round improvement
was undeniable. Its effects were far-reaching and important. It
paved the way for the consummation of the long delayed currency
reform; and it stultified the case of the opposition which was
fighting on an economic platform drawn up at the beginning of
October, when the crisis was in its most acute stage and the
economy could plausibly be depicted as standing on the brink of
disaster. Nothing had occurred to affect the issues of principle

1923 (Tret’ya Sessiya Tsentral’nogo Ispolnitel’nogo Komiteta Soyuza Sovetskikh
Sotsialisticheskikh Respublik (1924), pp. 47-48). For detailed figures see Y. S.
Rozenfeld, Promyshlennaya Politika SSSR (1926), pp. 225-226 ; the most spec-
tacular results seem to have been obtained in Petrograd, where the engineering
trust was working in November 1923 at 80-90 per cent of capacity (against 11
per cent at the beginning of the year).

1 Trud, December 12, 1923. According to Ekonomicheskaya Zhizn’, October
1-2, 1923, output in heavy industry in 1922-23 had increased by 15 per cent
over thé preceding year, the number of workers employed by 8 per cent, the
productivity of the individual worker by 10 per cent; the corresponding in-
creases in light industry were 57, 21 and 26 per cent.

2 Pravda, December 20, 1923.
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at stake. But the economic climate had almost imperceptibly
changed to the detriment of the critics and to the advantage of
those who upheld the general soundness of the current line.

The new conditions had not been fully realized when the
resolution of the scissors committee was endorsed by the Politburo
on December 24, 1923. Its publication threw a fresh pebble into
the already turbulent sea of party discussion.! It was hailed by
the party leaders as a victory for the policy of the central com-
mittee, and attacked as such by the opposition. Kamenev ex-
pounded the resolution with cautious moderation in a speech to a
gathering of party secretaries of the Krasno-Presnya district on
December 27, 1923. There was nothing in it to justify the
assertion of the 46 that the crisis had brought the country to the
brink of ruin or the assumption that a revision of ‘ the very
foundations of our economic policy ”” was in question. The text
of the resolution was not to be treated as sacrosanct; perhaps
the points about wages and the function of the trade unions might,
in particular, be amended or supplemented. But in general it
represented ‘‘ the only true line ”” and ‘‘ a continuation of the line
indicated by Vladimir Ilich in his last articles ’. In this restricted
gathering no dissentient voice was raised, and the resolution was
unanimously endorsed.?

Two days later Rykov reviewed the situation and the outlook
in even more optimistic terms at a large meeting of Moscow party
workers. But here the opposition put in an appearance, and
Osinsky submitted in the names of himself, Preobrazhensky,
Pyatakov and I. N. Smirnov, a long counter-resolution which
remained the most detailed statement of the opposition case. It
once more attributed the crisis to ‘‘ the lack of a plan uniting the
work of all sectors of the state economy ”’; in default of such a
plan the attempt had been made “‘ to regulate the economy from a
financial centre . Evidence of these errors was found in * the
chaotic structure of our industry ’, which should have been
remedied by bringing the trusts under the more direct control of
Vesenkha, and in a fluctuating credit policy, which had at first
showered credit too generously on industry and then suddenly
curtailed it. The statement attacked the policy of instructing the

* For the general discussion see pp. 308-322 below.
2 Pravda, December 30, 1923, January 1, 1924.
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trusts to aim only at an ‘‘ indispensable minimum profit ’. The
correct policy was to base the state budget on profits earned by
industry from the market; and price reductions should be sought
through an expansion of production. Finally, the policy of the
financial reform and of the active balance in foreign trade was
subjected to attack. Soviet Russia *‘ cannot afford the luxury of
going over from bank-notes to a gold currency ”’; and ‘ goods
intervention >’ (defined as ‘‘ partial importation from abroad of
goods which we lack and of which the price has particularly
increased ’’) was advocated, as well as the import of capital goods,
if necessary by means of a foreign loan.! This, like every other,
opposition platform regarded the development of industry, not
the appeasement of the peasant, as the key to recovery, and
rejected the supremacy of the market and of the financial mechanism
in favour of an economic plan. To this extent it involved a
challenge to the principles of NEP. But unity was lacking. Little
was done to weld the forces of the attack into a coherent whole ;
and the impression remained both of a captious eagerness to find
fault with every item of the official policy and of the lack of any
concrete alternative. These weaknesses made it easy for the party
leaders to appeal in the name of party loyalty even to those who
sympathized with the opposition on this or that point of its
platform.

Apart from measures of persuasion and of party discipline,
two steps were taken to commend the resolution of the scissors
committee to a restive party opinion. The first was an active
campaign against the nepmen, which fitted in logically enough
with the decision to re-establish control over trade through price-
fixing : the campaign also no doubt served as an outlet to relieve
the feverish tension of the party discussion by turning the indigna-
tion of the malcontents against a familiar scapegoat. At the end
of December 1923, at the same moment as the publication of the
resolution of the scissors committee, the GPU made a sweep of
places of luxury entertainment and other resorts of prosperous
traders and speculators, arrested several hundred of them and
expelled them from Moscow, some to the provinces and some to

1 Rykov’s speech is in Pravda, January 1, 3 and 4, 1924, the opposition
resolution in Pravda, January 1. 'Translations of both are in Internationale
Presse-Korrespondenz, No. 13, January 28, 1924, pp. 111-122, 139-140.

1
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concentration camps.! The number of those expelled was not
large enough to disrupt the trading community, but large enough
to serve as an example and to make an impression of a vigorous
party offensive against private capitalists. The nepmen con-
tinued to flourish, not least as an indispensable adjunct of the
nationalized sector of the economy. But the campaign took the
sting out of the opposition charge against the central com-
mittee of apathy in face of the growth of private capital under
NEP and of craven surrender to the spontaneous forces of the
market.

The other step taken at this time was an attempt, fore-
shadowed in Kamenev’s speech of December 27, 1923, to appease
labour unrest and opposition by some concession on the wages
question. Throughout the autumn attempts had been made to
overcome the scandal of delayed wage payments and juggling
with the exchange; and on December 29, 1923, a decree was
issued prohibiting the practice, expressly sanctioned four months
earlier, of making part payment of wages in bonds of the state
loan.2 But this no longer sufficed to allay the discontent of the
workers. A fresh problem had arisen of which no account had been
taken in the deliberations of the scissors committee. Since the
autumn a determined attempt had been made by Narkomfin to
bring about a change-over in the basis of wage payments from
the goods ruble to the chervonets. This move accorded with the
long established hostility of Narkomfin to the goods ruble as the
rival to the gold ruble or the chervonets, and with the desire to
prepare the way in all possible directions for the final establish-
ment of the single gold currency. But it also had a special
significance at a time when labour unrest had brought into the

“

1 Jzvestiya, December 28, 1923, reported that 1000 ‘ socially dangerous ”’
persons had been arrested and expelled, that a ‘‘ cleansing operation *’ was in
process and that the arrests had caused ‘“ dismay and perplexity among the
nepmen . Sotsialisticheskii Vi tk (Berlin), No. 1 (71), January 10, 1924,
p. 13, put the number at 2000 and gave further details ; Zinoviev, referring to
this account at the thirteenth party congress, did not question its accuracy, but
merely denied that the arrests meant ‘ the end of NEP »’ (Trinadtsatyi S’ exd
Rossiiskos Komﬂmnuzwhakox Partii (Bol’shevikov) (1924), p. 94; cf. a, further
reference sbid. p. 96 to the nepmen whom we expelled ”’).

2 Shornik Dekretov, Post, , R henis i Prik po Narod:
Khozyaistvu, No. 3 (15), December 23, p 37 ; for the earlier decree see p. 100
above.
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open the scandal of the delays in the payment of wages and of
the juggling with the price-index, and had forced the abandon-
ment or partial abandonment of these malpractices. As a result
of the.rise in chervonets prices, which was equivalent to the fall
of the chervonets in terms of the price-index, the financial
authorities, by substituting the chervonets for the goods ruble
as the basis of calculation for the payment of wages, were able to
provide themselves with another convenient device for a con-
cealed reduction of real wages. The project was also supported
by the industrial ‘ council of congresses ”’, which had the ear of
STO. In October 1923, when the collective agreements for the
workers in the Donbass and for transport workers throughout
the USSR came up for renewal, the transition was made from
the goods ruble to the chervonets ruble at parity.! Early in
November STO issued a decree converting the wages of all
employees in People’s Commissariats from a goods ruble to a
chervonets ruble basis.?

The principle of conversion of wages to a fixed currency basis
was difficult to resist. The trade union newspaper Trud attempted
to fight a delaying action. Need We Hurry? was the title of its
leading article on October 24, 1923. 'T'wo days later it published a
table showing that the chervonets ruble, which had been worth
8o per cent of the goods ruble in January 1923, was now
worth only 60 per cent, so that the effect of conversion at parity
was to cut real wages by 40 per cent with the prospect of further
depreciation. The campaign of protest slowly gathered force.
At the beginning of December a conference on wages convened
by the central council of trade unions demanded not only punctual
payment of wages, an end of ‘ artificial index-fixing > and the
disappearance of payments in kind in lieu of wages, but also a
guarantee against a fall in real wages as a result of conversion
from the goods ruble to the chervonets ruble.3 Shortly
afterwards the announcement was made that the president of

1 An article in Ekonomicheskaya Zhizn’, October 26, 1923, which reported
these changes, attacked Trud for its opposition to them, and extolled the virtues
of paygent in a stable currency, evading the question of the exchange. A
trade union official defended the agreement with the transport workers on the
same ground, while admitting delicately that *‘ the chervonets ruble has a tend-
ency to lag behind the goods ruble * (zbid. November 2, 1923).

2 Trud, November 10, 1923. 3 Ibid. December 4, 1923.
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VTsIK had “ handed over for fresh examination by Sovnarkom >’
a resolution of Sovnarkom and STO approving the conversion of
wages, and had prescribed that * the decision must be changed
in such a way as to prevent the transition to calculation ip cher-
vontsy leading to a real diminution of wages . But the effect of
this statement was attenuated when it was subsequently explained
that it referred only to wages of Soviet employees covered by
existing wage agreements, and not to the conclusion of new col-
lective agreements.! The resolution of the scissors committee,
adopted by the Politburo without amendment on December 24,
1923, did not refer, in its rather perfunctory section on wages, to
this now burning question. But feelings were running high when
Kamenev admitted, in his speech of December 27, that this was
one of the sections of the resolution which might still admit of
amendment. On January 4, 1924, it was announced that the
central control commission and Rabkrin would appoint a special
commission to watch over and ensure the punctual payment of
wages.2 On January 6 Rykov addressed a meeting of party
workers in the trade unions. After what was evidently a stormy
discussion the meeting passed a resolution, without opposition
but with two abstentions, endorsing the resolution of the scissors
committee adopted by the Politburo, but affirming the necessity
of ‘ indispensable practical amendments and additions ”’, the
character of which was not further specified.? It was now clear
that some concession was to be made on the chervonets rate,
though this evidently encountered strong resistance, and the final
decision was left to the party conference itself. A paradoxical
feature of the situation, which must have been watched with
cynical relief by the party leaders, was that the wages issue, on
which the leaders knew themselves to be vulnerable, was not
taken up either by Trotsky or by the “ official * opposition led
by Preobrazhensky and Pyatakov, and did not figure in any
opposition platform. The failure of the opposition to make
common cause with the industrial workers and to exploit their

 Trud, December 15, 1923.

2 Sobrame Usakonenii, 1924, No. 21, art. 214 ; as late as April 1924. com-
plaints of unpunctual payment of wages were received from the Gomza works
and from the Urals (Trud, April 8, 1924).

3 Ibid. January 8, 1923.
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deep-seated discontents was once more a revealing symptom of
its weakness.!

The ground had thus been prepared for the full-dress dis-
cussion of the resolution of the scissors committee at the thirteenth
party conference, which met in Moscow from January 16 to 18,
1924, in the week before Lenin’s death. Trotsky was once more
absent on grounds of health, having just left Moscow for a visit
to the south, but chose the moment to issue a collection of recent
articles, published and unpublished, under the general title of The
New Course, with a preface in which he declared that the decisions
of the twelfth party congress on planning had ‘‘ until lately
scarcely been applied at all ’, and complained of sceptical judg-
ments on various sides about Gosplan and about planned direction
in general.2 One of the hitherto unpublished articles summed up
his views on the essence of the current controversy. Gosplan
should *‘ coordinate, i.e. unite and direct according to plan, all the
fundamental factors of the state economy >’; ‘‘ the core of the
work of Gosplan should be concern for the growth and develop-
ment of state (socialist) industry ’; and, within the complex of
state economic organs, ‘‘ the ‘ dictatorship ’ should belong not
to finance, but to industry 7.3 Trotsky thus shared the basic
standpoint of the opposition, without openly identifying himself
with it or accepting the details of its programme. It was an
attitude which made the worst of both worlds, and exposed him
to charges of not frankly defining his position.

When the conference met, the scissors committee resolution
‘“ On the Current Tasks of Economic Policy > was submitted to
it for.approval by Rykov, the president of Vesenkha, as the
main resolution. Rykov in his speech drew the now familiar
conclusion from the economic backwardness of Russia, with its
100 million peasants and five million industrial workers, of the need

! Shlyapnikov in an article in Pravda, January 19, 1924, argued that *‘ there
is no reason to separate comrade Trotsky in questions of policy from the other
members of the central committee >, and that Trotsky, who merely wanted
greater loncentration of industry and more power in the hands of Gosplan, was
indifferent to *‘ the fate of the working class ”’.

2 L. Trotsky, Novyi Kurs (1924), p. 4 ; for Trotsky’s health and movements

see pp. 331-332 below.
3 Ibid. p. 71.
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to propitiate the peasant: the ‘ political dictatorship of the
workers > could not be turned into an ‘‘ economic dictatorship of
the factory . He apologized for his error in having endorsed the
Vesenkha instruction to industrial trusts of the previous July,
drafted by Pyatakov, to earn maximum profits. He cheerfully
accepted official estimates of a large rise in industrial wages
throughout the past year; and, while he admitted that a figure of
a million unemployed was colossal, he minimized its significance
by claiming that, with the growth of unemployment there had
been a * parallel ” growth of factory employment, and by repeat-
ing the old argument that ‘‘ the greater part of the unemployed
is made up of unskilled workers from the country and employees ’.
He poked fun at planning. How could one plan in a predominantly
peasant economy where the harvest might depend on ‘‘ a shower
of rain ”? In any case it was absurd to suppose that a com-
mission in Moscow could plan for the whole country ‘ from
Petrograd to Vladivostok, from Murmansk to Odessa . The
speech was not merely an unqualified defence of the resolution of
the scissors committee and of the Politburo : it was a general plea
for confidence in the existing party leadership and in the soundness
of the official line.

In Trotsky’s absence Pyatakov was the chief spokesman of the
opposition. He defended his own past record and the platform
of the 46, and proposed a number of specific amendments to the
resolution. An addendum to the introduction condemned “ the
line of least resistance ’ — by implication, the line of the central
committee and of the Politburo — which encouraged ‘ the com-
mercial element, the element of NEP ” instead of seeking to
strengthen ‘‘ the state economy and the cooperatives . A new
section was proposed on the administration of state enterprises ;
instead of treating these on NEP principles as isolated units on a
par with private enterprises, they should be welded into a planned
whole and made the predominant element in the economy. A
third amendment reasserted not only the theoretical importance
of planning, but the practical possibility and necessity of making

! Trinadtsataya Konferentsiya Rossiishoi K isticheskoi Partii (Bol’-
shevikov) (1924), pp. 6-20; a passage from Rykov’s attack on planning has
already been quoted in The Bolshevik Revolution, 1917-1923, Vol. 2, p. 374,
note 3.
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a start with it (in his speech Pyatakov had made an effective
retort to Rykov’s * shower of rain ” attitude). A fourth amend-
ment attacked price policy : a reduction of industrial prices was
desirable, but should be achieved by broadening the basis and
volume of industrial production (in other words, by further aid
to industry) and not at the expense of the capital resources of
industry. The last two amendments rejected the theory of an
active foreign trade balance in favour of ‘‘ a considered programme
of imports ’ designed to ‘ benefit our state industry first and
foremost ’, and dismissed as absurd the injunction to industry
to earn ‘‘ a minimum profit . Pyatakov’s indictment of current
policy and defence of the principles of planning was an impressive
intellectual performance, and certainly enjoyed more sympathy in
the party than was allowed to appear at the conference.?

In the ensuing debate, Pyatakov was supported in general
terms (and without reference to his specific amendments) by
Preobrazhensky and V. Smirnov. Pyatakov in his speech had
sounded a note of alarm on the growth of private trade and of
private capital in industry. Private undertakings were now not
only ‘ stronger in capital”’ (he presumably meant working
capital) but ‘ stronger in experience and knowledge of how to
operate on the market > than state undertakings. Without
rigorous organization and planning it could be predicted that, ““ in
the struggle between the developing element of private capital and
the state, or socialist, element, the state, or socialist, element will
inevitably suffer defeat ”’.3 Preobrazhensky estimated the profits
of private trade and capital for the years 1922-1923 at 500 million
gold rubles, and argued that this “ NEP accumulation *’ threatened
to outweigh any *socialist accumulation” which could be expected
from .the nationalized sector of the economy.# Smirnov devoted

1 Pyatakov’s speech is in Trinadtsataya Konferentsiya Rossiiskoi Ke ists-
cheskoi Partii (Bol’'shevikov) (1924), pp. 20-31, the amendments thid. pp.
219-233.

2 Rykov admitted, or rather complained, that Pyatakov had *‘ repeatedly
secured majorities for his amendments in party meetings in Moscow (ibid. p. 83).

3 Trinadtsataya Konferentsiya Rossiiskoi Kommunisticheskoi Partii (Bol’-
shevikow) (1924), p. 21.

4 Ibid. pp. 35-36. Rykov (ibid. p. 15) had tried to scale down the figure to
200 or 300 millions, but without much conviction: where Preobrazhensky
appears to have been in error was not in over-estimating the profits of private
capital, but in under-estimating the recovery of nationalized industry.
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himself to the demand for more planning, and argued that even
the references to planning in the resolution of December 24
treated it, not as an essential ingredient of socialism, but as a
mere expedient to surmount a crisis.! Molotov, Kamenev and
Mikoyan attacked Pyatakov and defended the official line; and
Sokolnikov replied to Preobrazhensky who had expressed scepti-
cism about the financial reform. Krasin repeated his isolated
view that economic recovery depended entirely on obtaining
a foreign loan. The official spokesmen followed Rykov in pok-
ing fun at planning. Mikoyan described both the original re-
solution of the ninth party congress of 1920 on the  single
economic plan ’’ and Trotsky’s famous ‘‘ Order No. 1042 ’’ on the
repair of locomotives of the same year as “ the height of utopia .2
The programme of the opposition, it was hinted, pointed the way
back to war communism with its centralization and bureaucracy ;
Pyatakov’s ideas on organization were denounced as ‘‘ glavkizm .3
These were appeals to prejudice rather than to reason, but they
had the required effect on the well-packed audience of delegates.

It was left to Lutovinov, a former member of the workers’
opposition, and Kosior, a signatory of the platform of the 46,
both workers by origin and both members of the trade union
central council, to plead the cause of the industrial worker.
Both emphatically rejected Rykov’s claim that real wages had
risen in 1923. Lutovinov, who followed Pyatakov and appears
to have spoken with unusual brevity and restraint,+ deprecated

' Trinadtsatava Konferentsiya Rosstiskoi Ko isticheskoi Partii (Bol’she-
wvikov) (1924), p. 69.

2 Ibid. pp. 48, 56, 76. 'Trotsky in his collection of articles published on the
eve of the conference had already replied to the attack on order No. 1042, of
which Mikoyan was probably not the originator, accusing his attackers of the
‘“ renovation *’ and *‘ falsification > of ~history (L. Trotsky, Novyi Kurs. (1924),
PP. 59-74) ; the attack was taken up in greater detml by Rudzutak at the thir-
teenth party congress (Trinadtsatyi S’’ezd Rossiiskoi K isticheskoi Partii
(Bol’shevikov) (1924), p. 206). For Order No. 1042 see The Bolshevik Revolution,
1917-1923, Vol. 2, pp. 373-374.

3 Trinadtsataya Konferentsiya Rossiiskoi K isticheskoi Partii (Bol’-
shevikov) (1924), p. 77 ; Sokolnikov sxmxlatly tried to dxscredlt those who were
sceptical of the ﬁnancml reform by attributing to them ** relics of views which
gained a hold over us during the entirely peculiar period 1918-1921 *’(speech
of December 5, 1923, quoted in S. S. Katsenellenbaum, Soviet Currency ard
Banking, 1914-1924 (1925), p- 139).

4 The impression is strong that his specch was abbrevxated and toned down
in the record (Trinadtsataya Konferentsiya Rosstiskoi K istich. ¢ Partii
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the conventional optimism expressed in the wages section of the
resolution, and drew attention once more to past and current
abuses in the calculation of wage rates. Claiming to speak on
behalf of the party fraction of the central council of trade unions,!
Lutovinov now asked that any further transition from the goods
ruble to the chervonets as the basis of wage payments should
be suspended, and that, where the transition had already taken
place, adjustments should be made in the monthly wage payments
on the basis of the goods ruble so that the level of real wages
should not be impaired.

The careful organization of the selection of delegates to the
conference by the party secretariat 2 was no doubt the main
reason for the hopeless minority in which the opposition found
itself. But the ease with which the party leadership triumphed
over it was helped by the evident lack of sympathy between the
leaders of the opposition and those who spoke for the workers.
The official spokesmen, passing over in silence the substantial
grievances of labour, turned the weight of their attack on Pyatakov
and his tiny group. Thus overwhelmed, the opposition could do
no more than fight a half-hearted rearguard action. Pyatakov
predicted that the party would one day have to come to “ the
organization of our economy ’’. But he weakly disclaimed any
desire ‘‘ to set my line in economic policy against the line of the
central committee *’, and complained only that ‘‘ the Politburo, in
following a correct line in the matter of our economy, does not

(Bol’shevikov) (1924), Pp. 32-33) ; it seems inconceivable that what was evidently
an important speech should have been so short and so uniformly flat and factual.
The record of Kosior’s speech (zbid. pp. 50-52) is not obviously open to the
same suspicion, though the record of Kosior’s speech at the twelfth party
congress in the previous April is known to have been cut (see p. 279 below).
The text of the two speeches in the official record, however, corresponds closely
to the text as it appeared in Pravda, January 18, 19, 1924.

I Lutovinov’s role at the conference was somewhat obscure. It was natural
that the decision to submit the question to the conference should have been
taken not by the trade union central council (which was not a party organ),
but by the party fraction in the council. But, though the recognized trade
union leaders were members of the fraction, none of them chose to speak at the
conference ; the invidious task of bringing up this awkward and embarrassing
issue was left to Lutovinov, who was known as a frondeur and had no party
reputation to lose. In May 1924, Lutovinov, disillusioned by events in the party,
committed suicide : Bukharin and Trotsky paid tributes to him at the funeral
(Trud, May 11, 1924).

2 'This is discussed on pp. 332-333 below.
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yet put the questions which it is already time to put . He
ended his reply to the debate with the remark that ‘ future
congresses *’ would show whether the point of view set forth in
his amendments was not correct, and, when Orjonikidze tauntingly
asked whether he did not demand a vote on them, could only
answer, amid laughter, that he had * sufficient political experience
to know that with the present membership of the conference they
could not be accepted . The amendments were none the less
put to the vote and received three votes, with one delegate
abstaining. 'The resolution was then referred to a drafting com-
mission. What was on foot was shown by the inclusion of
Lutovinov in the membership of the commission; on the other
hand, no representative of the opposition was included, and
proposals to add Pyatakov and Kosior were rejected.2 The
commission, working behind the scenes on an issue which the
conference had refrained from discussing, proposed two amend-
ments to the wages section of the resolution. The first demanded
that wages in industries and localities which lagged behind the
general level should be brought up to it; the second that, when
wages were calculated in chervontsy, a bonus should be added at
the end of each month to take account of any rise in the cost of
living. These proposals, together with a few other amendments
of minor consequence, were then submitted to the full conference,
and the resolution carried unanimously in its amended form.? A
step had been taken to appease the most pressing and dangerous
grievances of the industrial workers. Price control had been
tentatively decided on. But the opposition had been routed.
The main structure of NEP and the insistence on the priority of
the peasant remained intact. Neither the arguments of the critics
nor the pressure of external events had proved the line of least
resistance unworkable. The economic outlook seemed more
promising than at any time during the past year. The conference
marked the end of a long and acrimonious debate on economic
policy, which was not reopened for many months.

The thirteenth party conference, by approving the resvlution
of the scissors committee, had endorsed the current line in

' Trinadtsataya Konferentsiya Rossiiskoi Kommunisticheskoi Partis (Bol'-
shevikov) (1924), p. 31. 2 Jbid. pp. 81-83, o1. 3 Ibid. p. 18%.
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economic policy. Three decisions now required action through
the governmental machine : the completion of the financial reform,
the amendment on wages and the recommendation on the control
of prices.

The accomplishment of the financial reform, which im-
mediately followed the conference, marked the culminating phase
in the stabilization of NEP. It resulted logically from what had
gone before. The decision to resume the unlimited issue of
Soviet rubles in September 1923 had been dictated by the need
for currency to finance the collection of grain from the peasants;
and this decision in turn dictated the final solution of the currency
problem. The Soviet ruble could now no longer be retrieved,
and was not worth retrieving. By November 1923, four-fifths
of the paper money in circulation, reckoned in terms of value,
consisted of chervontsy notes, leaving only one-fifth for the dying
Soviet ruble; the chervonets had thus become, as the resolution
of the scissors committee noted, ‘‘ the basic currency of the
country ’>.! Thanks to the grain exports and the policy of the
active trade balance, reserves of gold and foreign currency had
accumulated steadily during the year to provide for the chervonets
a backing of unimpeachable integrity. The holdings of Gosbank
in gold and foreign currency rose from 15 million gold rubles on
January 1, 1923, to almost 150 million rubles — or more than half
the total chervonets issue — on January 1, 1924.2

The one remaining weak point was the state budget, which
had hitherto been balanced year after year by covering a large
deficit with a fresh issue of paper money. But here, too, much
had now been done to restore order. At the meeting of VTsIK
in November 1923, Sokolnikov was able to congratulate himself
that the estimates for the current quarter had for the first time
been prepared before the beginning of the quarter, and that the
whole budget for the current financial year (October 1923—
October 1924) would be ready by the beginning of December.
He claimed that two-thirds of the estimated expenditure would
be covered this year by revenue, leaving only one-third to be
covered by credit and currency issues; with the steady expansion

I VKP(B) v Rezolyutsiyakh (1941), i, 552.
2 Z. V. Atlas, Ocherki po Istorii D Obrashcheniya v SSSR (1917~
1925) (1940), . 196.
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of economic activity, this did not seem an impossible task.? The
conditions for the completion of the reform were slowly ripening.

The opposition, still mistrustful of the implications of the
reform for industry, but unable to come out openly against a
measure which had behind it all the authority of Lenin and of
the eleventh party congress, confined itself to sporadic expressions
of pessimism. At the private meeting of VTsIK in November
1923, V. Smirnov had predicted that the chervonets would be dead
in three months, and was challenged by Sokolnikov to say whether
this was the official view of Gosplan.2 But there was force in the
argument used by Sokolnikov on this and other occasions that
a stable currency was a pre-condition of planning. The only
questions still open were really whether to stabilize the Soviet
ruble in terms of the chervonets or to substitute a new issue of
notes in small denominations, and, in the latter event, whether
the issue was to be made by Gosbank as a part of the chervonets
issue or independently by the treasury. During the winter, the
decision was taken in favour of a new issue of treasury notes
and token silver coinage in rubles and kopeks exchanging with
chervontsy at the par rate of 10 rubles to the chervonets.3 At
the thirteenth party conference Sokolnikov announced that the
time had come ‘‘ to pass over to the stage of a stable treasury
currency issue, of a currency based on gold, of state treasury
notes expressed in terms of gold, playing the role of small change
in relation to the chervonets ’’ : this he described as ‘‘ building a
valuta bridge between town and country .4 Preobrazhensky
grumbled once more that the carrying out of the financial reform

1 Tret’ya Sessiya Tsentral’'nogo Ispolnitel’nogo Komiteta Soyuza Sovetskikh
Sotsialisticheskikh Respublik (1924), pp. 79-81. Figures for the first nine months
of 1923 showed that the proportion of expenditure covered by currency emission
had fallen slowly throughout this time ; in the first four months it had fludtuated
round about one-third, then fallen to 14 per cent in August, rising again in
September (with the resumption of the unlimited issue of Sovznaks) to 21 per
cent (L. N. Yurovsky, Na Putyakh k Denezhnoi Reforme (2nd ed., 1924),
p. 102) ; in the last quarter of the year the proportion fell to g per cent (L. N.
Yurovsky, Currency Problems and Policy of the Soviet Union (1925), p. 124).

2 G. Y. Sokolnikov, Finansovaya Politika Revolyutsii, ii (1926), 92.

3 The whole plan was set forth by Sokolnikov in a detailed memorandum
of January 1924 translated in S. S. Katsenellenbaum, Russian Currefcy and
Banking, 1914-1924 (1925), pp. 139-142, from a Russian pamphlet which has
not been available.

4 Trinadtsataya Konferentsiya Rossiiskoi K isticheskoi Partii (Bol’-
shevikov), 1924, p. 72.
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revealed “ all the spontaneous character, the planlessness, of our
economy . But there was no serious criticism; and Mikoyan
could effectively taunt the opposition with being neither for nor
against the reform.! The resolution of the scissors committee
and of the Politburo endorsed by the conference hailed the
completion of the financial reform as ‘ one of the fundamental
tasks of the Soviet power for the coming period .2

The reform was brought into effect in several stages. The
first was a decree of February 4, 1924, providing for the issue of
treasury notes in denominations of 1, 2 and 5 gold rubles, which
were legal tender for all transactions. The issue of treasury notes
was limited to one-half the value of the chervonets issue of
Gosbank, which thus remained the arbiter of the total note issue
and the guarantor of its financial soundness.? The decree estab-
lished no formal link between the new treasury gold ruble and
the chervonets ruble. But since the chervonets was stable in
terms of gold, no difficulty could arise; and Gosbank issued on
February 7, 1924, an announcement of its readiness to accept the
new treasury notes at the equivalent of 10 rubles to 1 chervonets.4
The next stage was a decree of February 14, 1924, announcing
the cessation on the following day of the issue of Soviet rubles
and the destruction of all unissued stocks.5 A decree of February
22, 1924, provided for the issue of silver and copper coinage in
denominations up to a ruble inclusive.® These measures pre-
pared the way for the final stage, which was reached in a decree
of March 7, 1924, under which Soviet rubles were to be redeem-
able as from March 10 at the rate of 50,000 Soviet rubles of the
1923 pattern (equivalent to 50,000 million pre-19z21 rubles) for
1 gold ruble, and would cease to be legal tender after May 10.7
A corollary of the financial reform was the disappearance not
only of Soviet ruble notes, but of the hypothetical goods ruble
or price-index ruble as a unit of calculation. A decree of STO
of February 29, 1924, prescribed the translation into gold rubles
of all contracts concluded in terms of the goods ruble, and

1 Ibid. pp. 37, 77- 2 VKP(B) v Rezolyutsiyakh (1941), i, 552.

3 Sabranie Uzakonenii, 1924, No. 32, art. 288.

4 S. S. Katsenellenbaum, Russian Currency and Banking, 1914-1924 (1925),
PP. 143-144.

5 Sobranie Uzakonenti, 1924, No. 34, art. 308.

¢ Ibid. No. 34, art. 325. 7 Ibid. No. 45, art. 433.
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prohibited for the future the conclusion of contracts, or the
quotation of prices, in terms of the goods ruble.?

The successive stages by which the reform was carried through
were evidence of the anxiety felt in official quarters about its
prospects of success. The necessary steps were taken separately
and with a certain interval between them, as if to leave open as long
as possible the chance to retreat if any part of the scheme failed at
the last moment to work. But the most striking feature of the
whole reform was its close conformity with western, and particularly
British, canons of financial orthodoxy; none of the countries
receiving advice at this time from British or League of Nations
experts on the best way to maintain stable currencies applied
more meticulously the precepts of the day regarding gold cover,
a balanced budget, a prudent credit policy or correct relations
between the treasury and the central bank. This ready acceptance
of western models was rendered easier by the presence at Gosbank
of the former Kadet minister Kutler 2 and of other experts
trained in the orthodox tradition of nineteenth-century inter-
national finance. But it had also another significance. The
establishment of a stable currency had become not only an end
in itself, but a means of winning the confidence of the capitalist
world and of securing the benefits of foreign trade and, ultimately
perhaps, foreign loans, which, to others besides Krasin, seemed
to offer the main hope of salvation for the Soviet economy.
Kamenev put the point with complete frankness at the second
All-Union Congress of Soviets :

All Europe, which is struggling with a currency crisis, will
recognize the economy of the countri as sound if it has been
able to achieve the results which we have achieved in the past
year, if it creates a stable currency.3 .

A cartoon in Izvestiya depicted the chervonets as ‘‘ the new
polpred of the USSR in New York .4 An unexpected eagerness
was shown to dwell on the similarities rather than the differences

1 L. N. Yurovsky, Currency Problems and Policy of the Soviet Union (1925),
p. 135. The only contracts for which the medium of the goods ruble was still
in common use were the collective labour agreements concluded by the trade
unions : for these see pp. 136-137 below.

3 See The Bolshevik Revolution, 19171923, Vol. 2, pp. 351-352.

3 Vtoroi S’exd Sovetov Soyuza Sovetskikh Sotsialisticheskikh Respublik
(1924), P- 94. + Izvestiya, March 26, 1924.
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between Soviet finances and those of the western world. Sokol-
nikov had long ago excused the irregularities of the Soviet budget
by invoking a French precedent.! Now, at the climax of the
return .to sound finance, he drew a surprising moral from the
measures taken almost simultaneously under western auspices to
stabilize the currencies of Germany, Austria, Czechoslovakia,
Poland, Latvia, Estonia and Lithuania :

We, as members of a European whole, notwithstanding all
the peculiarities of our political position, notwithstanding that
with us a different class is in power, have been drawn into this
European mechanism of economic and financial development.?

The currency reform had crowned the rapprochement between
Soviet Russia and the capitalist world set in motion by NEP and
by the Anglo-Soviet trade agreement. Most of all, however, the
new financial policy expressed the desire for order and stability
and the revulsion against revolutionary turmoil which had set in
with NEP. It was still enough to damn any measure to suggest
that it meant a return to the chaos and to the austerities of war
communism. The leaders who controlled economic policy after
Lenin’s withdrawal seemed for the time being to have no other
ambition than to mark time, to conserve and enjoy what had been
gained and to strengthen their own tenure of the seats of power.
So long as the economy continued to work without intolerable
frictions or deficiencies, they were content to let it work with a
minimum of interference : this end seemed most readily attain-
able by placing it under the guiding star of a gold standard cur-
rency functioning by the automatic and self-adjusting mechanism
described by the classical economists. As Kamenev explained to
the following party congress, a gold standard currency was ‘‘ an
excellent thermometer which can signal health or disease ’: if
at any time it indicated ‘‘ morbid phenomena ”’, that would be no
reason for breaking the thermometer.3

The main purpose of the decision of the thirteenth party confer-
ence on wages, adopted as an afterthought by way of amendment

1 See The Bolshevik Revolution, 1917—-1923, Vol. 2, p. 145.

2 Sotsialisticheskoe Khozyaistvo, No. s, 1924, p- 6.

3 Trinadtsatys S’exd Rossitiskoi Kommunisticheskoi Partii (Bol’shevikov)
(1924), p. 392.
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to the original resolution, was to compensate wage earners
for the rise in prices in terms of the new chervonets currency.
At the eleventh All-Russian Congress of Soviets ! which im-
mediately followed the party conference, the People’s Commissar
for Labour, Shmidt, gave a modest account of recent efforts to
mitigate the plight of the workers. He claimed a rise * of small
dimensions *’ — about 3 per cent in all — in the wages of industrial
workers in the second half of 1923, alleging that wages in Moscow
had now reached 78 per cent of the pre-war level, and in Petrograd
68 per cent, though the wages of transport workers were still
only 50 per cent; 84 per cent of all wages were now paid in cash.
He then cautiously mooted the burning question of the conversion
of wage rates into chervontsy, admitting that the chervonets
had fallen during the last three months in terms of the goods
ruble :

We must be very careful in approaching the question : Can
we finally guarantee the level of wages under a system of cal-
culation in chervontsy ? Here too there must be a certain
measure of insurance.?

Bogdanov, the spokesman of Vesenkha, once more put the case
for the industrialists. He argued that the sales crisis of the past
four months was not yet over, and that prices could not be kept
down if wages rose without a corresponding increase in pro-
ductivity. Increased productivity was the only way to * raise
wages painlessly without raising the price of goods”. He
advocated conversion of wage rates into chervontsy, and thought
that the workers must find compensation for any loss in a
strengthening of cooperation, which would bring about a reduc-
tion in the prices of what the workers had to buy.? But the issue
of principle had been settled by the resolution of the party con-
ference, and nobody seriously proposed to reopen it. The
congress passed a resolution “ On Measures for the Further
Improvement of Labour Conditions of the Workers »’, demanding
that, where wages were calculated in chervontsy, the worker
should be entitled to a cost-of-living bonus by way of compensa-
L3

! Narkomtrud, as a ‘‘ unified ”” commissariat (see The Bolshevik Revolution,
1917-1923, Vol. 1, p. 404), was the concern of the RSFSR as well as of the USSR.

2 X1 Vserosstiskii S”’exd Sovetov (1924), pp. 97, 100.

3 Ibid. pp. 117-119.
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tion for any depreciation in the purchasing power of the chervonets.!
Finally, on February 29, 1924, a decree of STO prescribed that
all future collective agreements should be concluded in chervontsy,
and wage rates under all existing agreements converted from
goods rubles to chervontsy. The country was divided for
this purpose into three zones; and conversion was to be effected
at rates varying, according to zone, from parity to a rate of 1:50
chervonets rubles to 1 goods ruble. Bonuses were to be payable
in the event of a further rise in the cost of living in terms of the
chervonets.2 “ The bonuses ”, observed Trud ominously a few
days later, ‘ must be ‘ honest’, and be worked out in precise
accord with the movement of market prices.” 3

This awkward and hard-won compromise proved to be of
short duration. Once the transition to the fixing of wage rates
and the payment of wages in chervontsy had been brought into
effect, the principle of cost-of-living bonuses — the last relic
of the discarded goods ruble — quickly came wnder attack.
The completion of the financial reform and the stabilization of
prices which accompanied it seemed to deprive the bonus system
of its last justification. The rest of the economy was now geared
to a stable gold-standard currency: it was logical that wages
should follow suit. The argument was heard that the workers
had already benefited so much from the payment of their wages
at fixed rates in stable currency that further concessions to them
were no longer required.4 On April 4, 1924, * Circular No. 606 >
was issued jointly by Vesenkha and by the trade union central
council to all economic and trade union organizations. This
began by explaining that the mixed system of wages based partly
on a gold-standard currency and partly on a cost-of-living bonus

1 S”ezxdy Sovetov RSFSR v Postanovleniyakh (1939), p. 294 ; the resolution
was also published in Sobranie Uzakonenii, 1924, No. 27, art. 262 — an indica-
tion of its mandatory character. Other paragraphs in it instructed the People’s
Commissar for Labour to prepare a scheme of public works for the unemployed
and to raise the level of relief ‘ for that part of the unemployed who represent
a genuinely proletarian element and who must be drawn first of all into
production when it expands’’ ; but nothing came of these well-worn admoni-
tions. ,

2 Ekonomicheskaya Zhizn’, March 1, 1924 ; Trud, March 1, 1924.

3 Ibid. March 5, 1924.

4 A leading article in T7rud, April 13, 1924, admitted that, now that the
worker had security, some decline in wages might be fair and inevitable.
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had been adopted ‘‘ for the moment of transition ”’. Now that the
new financial order had been firmly established, it was necessary
to “ complete the reform in the computation of wage rates by
passing over to the conclusion of collective agreements for a
definite period with wages expressed in stable monetary terms
without any kind of cost-of-living supplements”. The new system
was to come into force as from April 1, except for workers in
transport, miners in the Don basin and workers in Yugostal, the
steel trust of the Ukraine : these were to enjoy the benefits of the
mixed system for a further month. By way of sugaring the pill,
salaries of specialists covered by ‘‘ personal > agreements were to
be cut by 20 per cent as from April 1.* It can hardly be supposed
that the decision was received with enthusiasm by the workers
or by the trade unions; and complaints of the victimization of
the workers were current for some time to come. * Circular
No. 606 >’ was vigorously attacked a month later at the thirteenth
party congress by a trade union delegate as an infringement of the
decisions of the Politburo and of the thirteenth party conference.?
But, thanks to the unexpected recovery in the purchasing power
of the chervonets and its stability throughout the year 1924, the
change was effected without much opposition or resentment.3
With memories of the fluctuations and uncertainties of the past
few years still vividly alive, and at a time when unemployment
was still rife, the worker in employment was not blind to the
unwonted advantage of receiving fixed wages in a currency of stable
purchasing power. Not the least of the merits of the financial
reform was that it put an end to the juggling with rates of exchange
on wage payments which had been the crying scandal of the
preceding period. In the next period the emphasis was to fall

' Trud, April 5, 1924. The decrees now issued prescribed a reduction of
10 per cent in salaries from 100 to 150 rubles a month, of 20 per cent in salaries
above 150 rubles (Sobranie Uzakonenii, 1924, No. 53, art. 525; No. 64, art.
646) another decree reiterated the requirement (see p. 115, note 2 above) that
such agreements should be registered with Narkomtrud, and recommended a
model form of contract drawn up by N arkomtrud (zbzd No. 53, art. §26).

2 Trinadtsatyi S’ezd F koi Partii (Bol':hemkov)
(x924), p. 173.

3 The transition from the goods ruble to the chervonets as the bnn of wage
rates was recalled at the sixth trade union congress in November 1924, but as a
grievance of the past rather than of the present (Shestoi S*’exd Professional’nykh
Soyuzov SSSR (1925), pp. 71-72).
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on another aspect of the labour question : the relation of wages
to productivity.

The third decision taken by the thirteenth party conference
on the basis of the report of the scissors committee — the decision
to control both wholesale and retail prices — required no specific
legislation, since the necessary powers seem to have been already
vested in Komvnutorg. But it was followed by a flood of decrees
on prices issued by different authorities. A resolution of STO
of February 22, 1924, empowered Komvnutorg to control the
prices of “ all goods circulating on the internal market at all
stages of their commercial circulation ’; and a circular of
Vesenkha of the same date warned the trusts that, under the new
régime of a stable currency, it was no longer justifiable to include
in their prices the element of ‘“ insurance against depreciation of
Sovznaks ”’.! During the following week, Komvnutorg issued
orders fixing the price of bread in Moscow and Leningrad, and
drawing up a list of sixteen commodities of mass consumption
the prices of which must be publicly displayed by retail traders
outside their establishments.2 The decree of STO of February
29, 1924, recording the compromise on wages,3 also contained,
doubtless by way of compensation for any potential decline in
monetary wages, instructions to local organs of Komvnutorg
throughout the country to reduce retail prices and to secure the
publication by retail traders of prices of commodities of mass
consumption. How far the attempt to force down prices by
administrative order was successful is more than doubtful. Six
weeks later a resolution of the party central committee not only
recognized the necessary limitations of such an attempt, but
appeared to retreat to the more cautious ground taken by the
scissors committee in the previous December :

The fixing of retail prices should be extended to private
trade in cases where it is possible to guarantee saturation of
the market by state organs in specific commodities which are
de fqcto subject to a state monopoly, e.g. paraffin, salt, matches,
etc.4

1 Pyavda, February 26, 1924.
3 Ekonomicheskaya Zhizn’, February 23, 26, 1924.
3 See p. 137 above. 4 Trud, April 24, 1924.
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The stabilization of wholesale and retail prices which was
achieved in the spring of 1924 was due far more to the success
of the currency reform than to direct governmental control of
prices. But the legacy of the scissors crisis remained, The
doctrine that, even under NEP, price-fixing was a proper and
necessary function of government had been clearly established,
and was not again contested.

The new attitude to internal trade led to a long-overdue
institutional readjustment : this brought to a head and ended an
interdepartmental rivalry which had been a marked feature of
the last two years. The growing authority of Narkomfin and
Gosbank, which reflected the new importance attached to financial
policy, had been one of the striking administrative consequences
of NEP. Under war communism the two most powerful economic
departments of state had been Vesenkha, which controlled
industry, and Narkomprod, which handled the products of
agriculture, with STO to exercise a supervisory and coordinating
role. The functions of both these departments were radically
affected by the coming of NEP. Vesenkha retained the manage-
ment of industry, though its direct control was weakened by the
substitution of trusts and leased enterprises for glavki and centres
which, together with the introduction of khozraschet, narrowed
the scope of its authority. But other organs also began to encroach
on its position. The financing of industry, which (so far as it was
possible to speak of finance under war communism) had hitherto
been conducted through Vesenkha, now passed into the hands of
Gosbank, which enjoyed the complete confidence of Narkomfin.
Trotsky at the twelfth party congress pointed out that ‘‘ the
financial apparatus is . . . the fundamental apparatus of the
administration of industry ”’ and that * Vesenkha will indubitably
remain a fifth wheel of the coach so long as it does not have in its
hands the apparatus for financing industry . The establishment
of Prombank 2 was an imperfect compromise ; the last word still
lay with Gosbank. Nor could it well be otherwise in an economy
where finance served as the ultimate regulator, and direct state
intervention in the operations of the market was a contrayention

! Dvenadtsatyi S’’exd Rossiiskoi K isticheskoi Partii (Bol’shevikov

(!923). P- 394.
2" See The Bolshevik Revolution, 1917-1923, Vol. 2, pp. 356-357.
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of accepted principles. On the other side, Vesenkha found its
monopoly of power undermined by Vneshtorg and Komvnutorg,
which claimed, though not very effectively, to exercise an over-
riding -authority in operations of foreign and domestic trade
respectively. Narkomprod, the equal partner of Vesenkha under
war communism, was subject to still stronger pressures from the
same two sides. The initial innovation from which NEP began —
the substitution of a tax for a requisition — already brought
Narkomfin into a field which had been under war communism the
exclusive and all-important preserve of Narkomprod ; for, while
the collection of the tax remained in the hands of Narkomprod
so long as it was paid in kind, the transition to money payments
was soon to transform the tax-gatherer from an agent of Narkom-
prod into an agent of Narkomfin. The corresponding substitution
of wage payments in money for rations and payments in kind
made Narkomfin the ultimate arbiter of wages policy; and,
finally, the growing importance of grain exports introduced a new
factor into the peasant economy in the shape of Vneshtorg. Be-
tween 1921 and 1923 Narkomprod was shedding one by one all the
dominant functions which it had exercised under war communism.?

The first attempt at readjustment came from Vesenkha, which
about the time of the twelfth party congress mooted a project
to combine Vesenkha, Vneshtorg and Komvnutorg into a single
commissariat of industry and trade which would also be re-
sponsible for the collection and purchase of grain, thus bringing
all the major sectors of the economy under unified control.2 This
far-reaching scheme was too reminiscent of Vesenkha’s old
ambitions to become the supreme and comprehensive organ of
economic control to have any chance of acceptance. The first
institutional change undertaken was a reform in the constitution
of Vesenkha itself. Under war communism industry could be
administered as a single whole. Under NEP industry was
divided into two sectors: state industry and leased or privately
owned industry. The functions of Vesenkha therefore fell into
two categories : the direction of policy and the framing of legisla-
tion for industry as a whole, and the administration of state

! See also The Bolshevik Revolution, 19171923, Vol. 2, p. 338.

2 'The project was mentioned, but not supported, by Trotsky at the congress,
and supported and elaborated by Bogdanov (Dvenadtsatyi S’’ezd Rossiiskoi
Kommunisticheskoi Partii (Bol’shevikov) (1923), PP 304, 333-334).
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industry, now organized in trusts under the decree of April 10,
1923.1 The organization proved unequal to the strain; and the
failure of Vesenkha to foresee and avoid the sales crisis of the
summer of 1923 was attributed to neglect of its more general
function.? In September 1923 Vesenkha was split into two major
departments corresponding to these two functions. Rykov
remained as president of Vesenkha with Bogdanov and Pyatakov
as his deputies ; Pyatakov was placed at the head of the administra-
tion of state industry.? Immediately after the reform, however,
Pyatakov, whether by coincidence or design, was despatched on
a mission to Germany ; 4+ and he afterwards complained bitterly
that during his absence nothing was done to organize the direction
of state industry as a single whole.s A further reorganization
took place after Lenin’s death. Rykov, who became president of
Sovnarkom, was succeeded as president of Vesenkha by Dzerzhin-
sky, first head of the Cheka, and since 1921 People’s Commissar
for Communications; and this, combined with the revival of
industry from 1924 onwards, gave Vesenkha a new lease of life.
But Vesenkha never succeeded in reasserting its authority beyond
the industrial sphere. At the beginning of February 1924, the
State Universal Store (GUM) and its branches, an emanation of
Vesenkha, were transferred to Komvnutorg, which thus obtained
a direct foothold in retail trade.® The new attempt to control
prices demanded the creation of an organ with greater powers
and prestige than Komvnutorg; but this organ could not be
specifically associated with industry.” The decision now shaped

! See The Bolshevik Revolution, 1917-1923, Vol. 2, p. 309.

2 This view was propounded by its former president, Bogdanov, at VTsIK
in November 1923 (ZTret’ya Sessiya Tsentral’nogo Ispolnitel’nogo Komiteta
Soyuza Sovetskikh Sotsialisticheskikh Respublik (1924), p. §3)-

3 Accounts of this reform are given by Bogdanov, 1btd PP. 52-54, and ‘more
cursorily by Molotov in Trinadtsataya Konferentsiya R K
Partii (Bol’shevikov) (1924), PP. 43-44 ; it was formalized in an order of VTsIK
of November 12, 1923 (Postanovieniya Tret’ei Sessii Tsentral’'nogo Ispolnitel’-
nog; Komiteta Soyuza Sovetskikh Sotsialisticheskikh Respublik (1923), pp. 130-
134)-

4 See p. 219 below.

5 Trinadtsataya Konferentsiya Rossiiskoi K isticheskoi Partii (Bol’-
shevikov) (1924), pp. 22-24. ¢

6 Ekonomicheskaya Zhizn’, February s, 1924 ; for GUM see The Bolshevik
Revolution, 1917-1923, Vol. 2, p. 336.

7 G. I. Krumin, Puti Khozyaistvennoi Politiki (1924), PP. 39-41, assuming
the principle of the creation of a commissariat of internal trade, argues strongly
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itself almost automatically. In May 1924 a decree was issued
creating a People’s Commissariat of Internal Trade, which super-
seded Komvnutorg and took over what was left of the machinery
of Narkomprod.! The People’s Commissariat of Foreign
Trade (Vneshtorg) remained independent, with Krasin still at
its head.

An unexpected sequel of these arrangements, and of the
victory of the party leadership at the thirteenth party conference,
was a certain reaction against the contemptuous attitude of the
majority, especially typified in the utterances of Rykov and
Kamenev at the conference, towards the principle of planning.
In the reshuffle of appointments which followed the death of
Lenin, Krzhizhanovsky was succeeded as president of Gosplan
by Tsyurupa, who was also one of the deputy presidents of
Sovnarkom. Perhaps the most significant point about this com-
bination of functions was that it had been proposed by Trotsky
more than a year earlier and at that time rejected.2 Kamenev now
went out of the way to explain that its effect would be ‘‘ to draw
Gosplan nearer to the government, to increase its authority .3
In April 1924 the central control commission and Rabkrin turned
their attention to Gosplan, defined its task as being ‘‘ to establish
a general perspective plan of the economic activity of the USSR
for a number of years (five or ten) ”, declared that a financial plan,
of which the state budget would form part, was also required,
and recommended the setting up of a labour section of Gosplan.+
Though it was long before effective progress was made towards a
comprehensive machinery of planning, the trend was symptom-
atic. More immediately important was a return, apparently as
a result of Dzerzhinsky’s appointment to Vesenkha, to the hitherto
neglected recommendation of the scissors committee for increased
financial aid to the metallurgical industry. Dzerzhinsky was

against its association with Vesenkha and, rather less strongly, against its
association with Vneshtorg : this pamphlet, published after the thirteenth party
conference, may be taken to represent the official view.

! Iavestiya, May 11, 1924 ; Sobranie Uzakonenii, 1924, No. 5o, art. 473.
The decision was taken in the party central committee early in April (Trud,
April 9.,1924).

2 See The Bolshevik Revolution, 1917—-1923, Vol. 2, p. 380.

3 Vtoroi S’ezd Sovetov Soyuza Sovetskikh Sotsialisticheskikh Respublik
(1924), p. 127.

4 Trud, April 25, 1924.
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instructed to look into the question, and reported that 100 to
200 million gold rubles would be required for the revival of
heavy industry over the next five years.?

When the thirteenth party congress met in May 1924, economic
issues no longer occupied the centre of the stage. On the eve of
the congress the official economic journal in a leading article
described the Soviet economy as resting on ‘‘ a qualitatively new
basis, a solid, healthy basis, showing clearly and sharply defined
characteristics of recovery, of progress, of growth >.2 The crisis
seemed to be over, and nobody was eager to reopen the settle-
ment in matters of economic policy which had been approved
by the thirteenth party conference four months earlier and
completed in the interval. Trotsky, in his one rather short speech
to the congress, said little about economic issues, though he
emphatically reiterated his demand for more planning and regarded
it as ‘‘ established without qualification *’ that ‘“ the party, in the
person of its directing apparatus, does not approach the tasks of
planned direction of the economy with the energy which is
indispensable ”’. Preobrazhensky, the only other member of the
opposition to speak, drew the same moral, pointing in particular
to the shortage of capital in industry and to an unemployment
figure which had now reached 1,300,000, apart from ‘‘ colossal
concealed unemployment in the countryside >’.3 Zinoviev, report-
ing Dzerzhinsky’s conclusions on the sums required to give effect
to the resolution of the thirteenth party conference on support
for the metallurgical industry, rhetorically declared that “ it is
now the turn for metal, the turn for an improvement in the means
of production, the turn for a revival of heavy industry . Though
pre-war levels of production could scarcely be expected in the
next year or two, it was ‘‘ time to begin to leave the pre-war ideal
behind >>. 'The congress resolution repeated the injunction to
concentrate attention on ‘‘ the production of the means of produc-

Y Trinadtsatyi S’’exd Rossiiskoi K isticheskoi Partii (Bol’shevikov)

(1924), pPp. 91-92.
2 Ekonomicheskaya Zhizn’, May 23, 1924.
3 Trinadtsatyi S’’exd R Ko isticheskoi Partii (Bol’shevikov)

(1924), pp. 164, 204.
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tion ”’.! On the question of unemployment Zinoviev, sharing the
pessimism still commonly current in capitalist countries, non-
chalantly replied that *“ we have still heard no practical propositions
in this field .2 But the main economic symptoms were still too
favourable for serious anxiety. The scissors had been steadily
closing for the past six months, and the pre-war relation between
agricultural and industrial prices had now been restored ; industry
had made progress towards recovery; the fall in wages had been
arrested, and the scandal of unpunctual payments cleared up;
and some steps had even been taken to curb the predominance of
private capital and the nepman in trade. Above all, to Trotsky’s
reiterated insistence on planning, Kamenev could triumphantly
reply that ‘‘ the plan which our party has carried out in the last
two months . . . is contained in two words : currency reform
And this plan had been carried out against the wishes of the
opposition, which had demanded planning in all its resolutions.3
The congress discussed at length, though without revealing
any novel standpoints, the topical question of internal trade.
Zinoviev in his main speech repeated that *“ freedom of internal
trade is the foundation of NEP *’.4 Kamenev, who reported on the
subject, quoted Lenin’s famous injunction, ‘‘ Learn to trade ”’, but
observed rather ingenuously that “ this slogan, launched two and
a half years ago, changes its concrete content in the course of our
economic work, and our task consists in defining exactly at any
given concrete moment how this slogan of Vladimir Ilich should
be understood and how it should be applied ”’. The essential
need was ‘“ to adapt the rate of development of our industry to the
strength of the peasant economy ’’ and ‘“ to seek in the mass of the
peasantry the economic base on which the development of state
industry must rest . But he spoke strongly in favour of the
control of industrial prices, and quoted the closing of the scissors
as proof that a policy of price control had been right and necessary.5
The general resolution of the congress noted that ‘ the new
economic policy conducted by the party had fulfilled the tasks
which the party set before it >, and saw ‘“ no grounds for a
revision of the new economic policy ”, on the basis of which it

! Ilnd pp. 91-92 ; VKP(B) v Rezolyutuyakh (1941), i, 567.
2 Trinadtsatyi S’ezd R K koi Partii (Bol’shevikov)
(:924). P. 253.
3 Ibid. p. 220. 4 Ibid. p. 95. s Ibid. pp. 382-397.
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was necessary to carry on ‘‘ systematic work to strengthen the
socialist elements in the general economy ».! The special resolu-
tion on internal trade declared that *“ the fundamental methods for
the conquest of the market must be not measures of administrative
intervention, but a strengthening of the economic positions of
state trade and of the cooperatives >. But this equivocal declara-
tion of principle was negatived by a precise direction that the
newly established People’s Commissariat of Internal Trade
should exercise ‘‘ the right of regulating all internal trade, of
establishing fixed prices .2 The empirical character of NEP had
been vindicated. Uncompromising fidelity to its principles was
loudly proclaimed. But the principle that internal trade should
be freed from state interference, or subject to interference only
in the guise of financial policy, had given way under the strain
of the scissors crisis. The control of prices by the state was
restored in response, not to any doctrinal scruples, but to the
pressures of a grave economic emergency.

No party congress held at this period and under Zinoviev’s
leadership could fail to pay its tribute to the primary importance
of the peasant. But a note of uneasiness crept into the pro-
nouncements of the official spokesmen on the subject. Zinoviev
admitted that ‘“ the party is still too much an urban party, we
know the country too little ”’. But he had no difficulty in establish-
ing, by unusually copious quotations from party and non-party
authorities, what was the crucial problem of the moment :

The fundamental point affecting the countryside — the
point about which all our ears have lately been buzzing — is
the process of differentiation. Vladimir Ilich told us many
times that the countryside was being levelled out. Now some-
thing new is beginning : as the result of NEP the countryside
is undergoing a process of differentiation.

He admitted that there was increasing talk of kulaks, and dwelt
on the appearance of ‘ the nepman-usurer, the shop-keeper, the
still-owner, the big trader ”>. Every prosperous peasant must not
be dubbed a kulak. Nevertheless it was a disquieting symptom
that the régime was most in favour in the ‘‘ prosperous kulak
sector ”’. But the moral was far from clear :

1 VKP(B) v Rezolyutsiyakh (1941), i, §66.
2 Ibid. i, 582-583.
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What is required is not to squeeze the * kulak >’ at all costs
into insensibility, but to support the middle peasant, to support
the poor peasant.?

These "generalities did not go much beyond the conventional
conclusion registered in the congress resolution of ‘‘ the unchan-
ging task of the party to strengthen and reinforce the confidence
of the peasantry in the proletarian state .2 For light on the
differences which underlay these routine pronouncements it was
necessary to turn to other speakers.

Kalinin, who made the main report to the congress on rural
questions, began by quoting Lenin’s pronouncements at the eighth
party congress of 1919 on the need to conciliate the peasant, and
especially the middle peasant. He recognized the increase under
NEP of the difference between the poor peasant and the middle
peasant on one side and the kulak on the other. A defence could,
however, be found for this state of affairs :

At the present moment the general well-being of the peasantry
is rising. The condition of the poor peasant is perhaps being
raised indirectly. Many, for example, are hiring themselves out
to work. This is not socialism, but it is a direct improvement.
.. . . In proportion as the well-being of the peasantry increases,
differentiation within it also increases.

After painting a rosy picture of the agricultural communes (which
enjoyed the advantage over the Soviet farms that the labour code
did not apply to them 3), Kalinin returned to the individual peasant
and declared that ‘‘ equalization ’, which he coupled with a
‘“ natural economy *’, would be a step backward. The production
of crops for the market was the road to socialism. In such con-
ditions little or nothing could be done to alter ¢ kulak tendencies ”’
though it does not follow that the workers’ and peasants’
authority will take no measures at all of an administrative char-
acter against big racketeers and swindlers, who live by ruining
the peasantry ”. Kalinin then broached what was perhaps a

1 Trinadtsatyi S”’ezd Rossiiskoi K isticheskoi Partii (Bol’shevikov)
100-102
5 92".)’ﬁl’(ﬂ) v Rezolyutnyaklz (1941), i, 566.

3 For agricultural communes and Soviet farms see The Bolshevik Revolution,
1917-1923, Vol. 2, pp. 155-156. Agricultural communes were voluntary groups
of individuals pooling their production, Soviet farms state institutions employ-
ing hired labour : hence their different status under the labour code.
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question of symbolical rather than real importance, but turned
out to be the most contentious issue of agrarian policy at the
congress — the future of the peasant committees of mutual aid.
The committees, originally created to supervise the distribution
of relief during the great famine of 1921-1922, had since languished
with an indeterminate mandate to assist the needy peasant. Bold
spirits in the party now suggested that these committees should
be reorganized as committees of middle and poor peasants, and
used as an instrument to curb the growing power of the kulak, in
short, to perform functions similar to those exercised under war
communism by the short-lived ‘“ committees of poor peasants ”’.!
Kalinin emphatically opposed this view. He wished to retain
them as organs for assisting individual peasants in case of mis-
fortune, and not to transform them into political instruments for
improving the lot of the poor peasant as a class.?

Krupskaya followed Kalinin and, without directly refuting
him, set a different tone with her opening quotation from a
speech of Lenin in 1920 :

The class war in the countryside has become a fact. It has
now penetrated into the depths of the country; there is now
not a single village where it is impossible to distinguish between
kulaks and poor peasants.

She sought to attenuate the impression left by Kalinin’s speech
of official indulgence for the kulak. The committees of mutual
aid might serve as a form of union between the middle peasant
and the poor peasant; unless such a union was achieved, ‘“ the
kulak will gain the upper hand, and the peasantry follow the line,
not of cooperation, but of capitalist development .3 Rykov
summed up in favour of Krupskaya’s view. The task was ‘‘ to
separate the poor and middle peasant from the kulak, to organize
him separately, and thus to strengthen our base among the middle
and poor peasants against the kulak *’; the committees of mutual
aid should ‘‘ not only play a, so to speak, charitable role, but
form the rallying-point for the forces of the poor and middle
peasantry in the struggle against the rich peasantry and the kulak,
and become the foundation of our power and influence in the

1 See The Bolshevik Revolutwn, 1917—I923, Vol 2, pp. 53-55-
2 Tyinadtsatyi S’ezd Rossii: koi Partii (Bol’shevikov)
(1924), pP. 458-471. 3 Ibid. p. 478.
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countryside ”’.* Notwithstanding these authoritative pronounce-
ments, however, the kulak evidently had powerful protectors in
the party, who saw in him the best guarantee of increased agri-
culturgl production. Both Kalinin and Rykov made the unusual
admission that the congress resolution on the functions of the
committees lacked ‘‘ clarity ”” and *‘ definiteness ’, and Kalinin
specifically added that ‘‘ the formulation on this point is a com-
promise between two lines .2 The resolution, which bore the
general title ““ On Work in the Country », was in conventional
terms. Its main emphasis was on the development of cooperation
of all kinds as the goal of party endeavour, and the best antidote
to capitalism in the countryside. It commended the committees
of mutual aid as organs for the assistance and organization of the
poorer peasants, but refrained from any attack on the kulaks or
encouragement of class war in the villages. Thanks largely to the
efforts of those who, if the point were pressed, might easily be
branded as kulaks, prosperity was still rising. The cities were
being fed, and grain was even being exported. The dangers of
a revival of capitalism in the countryside did not seem for the
moment either formidable or imminent. The symptoms of dis-
quietude manifested at the thirteenth congress about the ultimate
implications of NEP for Soviet agriculture were still no more than
a faint and distant warning of troubles to come.

1 Ibid. p. 500.

2 Jbid. pp. 470, 504 ; according to an article in Sotsialisticheskii Vestnik
(Berlin), Nos. 12-13 (82-83), June 20, 1924, p. 8, ‘‘ a battle flared up >’ on this
question in the commission of the congress (the proceedings of the commissions

were not published). The full text of the resolution is in VKP(B) v Rezolyu-
tsivakh (1941), i, 589-598.
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CHAPTER 3§

THE OCCUPATION OF THE RUHR

assuring period for Soviet foreign policy. At Genoa, at

The Hague, at Lausanne Soviet delegates sat side by side

with those of other Powers on equal, or almost equal, terms.
The Rapallo treaty, and the economic and military arrangements
that lay behind it, constituted, if not an alliance, at any rate an
entente cordiale with an important Power, and gave Soviet Russia
for the first time the opportunity of making her weight count in
European affairs. Not all the omens were favourable. In spite
of the improvement in the diplomatic situation, the Soviet Govern-
ment was recognized de jure by only twelve countries, of which
only one could count as a great Power: Germany, Austria,
Poland, Finland, Estonia, Latvia, Lithuania, Bulgaria, Turkey,
Persia, Afghanistan and Outer Mongolia. Six more had accorded
de facto recognition : Great Britain, Italy, Czechoslovakia, Norway,
Sweden and China.! The rest of the world still declined any form
of official relations. The ambition of the Soviet leaders to attract
foreign capital on terms which would not be too onerous had been
disappointed. Dictatorship in the new and disturbing guise of
Fascism had seized power in Italy. In Great Britain, power had
passed to a Conservative government under Bonar Law, in France,
to Poincaré’s national bloc, both openly proclaiming their distaste
for the Soviet régime. In Germany the Wirth coalition govern-
ment which had concluded the Rapallo treaty resigned in November
1922, and was succeeded by a government of a more markedly
Right complexion than the Weimar republic had yet known —a
so-called “ business-men’s government > headed by Cuno, a
director of the Hamburg-Amerika line; Germany became, in the
1 Dvenadtsatyi S”exd Rossiiskoi Kommunisticheskoi Partii (Bol’shevikov)

(1923), p. 9.
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THE year 1922 had been on the whole a successful and re-
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current popular phrase, ‘“a republic without republicans ”.
Above all, the fourth congress of Comintern in November 1922
had confirmed the diagnosis, originally made by the third congress,
of a general ebb in the revolutionary tide. Consolation. could,
however, be felt for the postponement of the European revolution
in the increasing strength and stability of the Soviet Government,
which now at last seemed secure not only against internal, but also
against external, attack. Gradual progress had diminished the
eagerness for spectacular achievement. Tranquillity and con-
solidation were the order of the day.

This comfortable picture, which held out to Lenin’s harassed
deputies the hope that no major decisions of foreign policy would
be called for in the near future, was shattered by the French
occupation of the Ruhr on January 11, 1923, as a reprisal for
shortcomings in German reparation payments. It was an opera-
tion in every way distasteful to the Soviet Government. It carried
with it the incalculable menace of another European upheaval ;
it weakened Soviet Russia’s only important ally and, by striking
at a vital spot, reduced that ally to the verge of collapse; and,
apart from these general results, it brought to a standstill a branch
of Germap industry which was a large supplier, or potential
supplier, of Soviet requirements. The fact that France had under-
taken this step in defiance of British objections and with the sole
support of Belgium among the western countries only aggravated
the danger. For, if the operation was successful, France, with
her eastern satellite, Poland, would dominate Europe; and no
Power had been so consistently and uncompromisingly hostile to
the Soviet Government as France. The chances of successful
resistance in Germany were slender. But two days after the
French incursion the Cuno government issued an appeal to the
population of the Ruhr for * passive resistance >’ and non-coopera-
tion with the occupying authorities. The call was enthusiastically
received and, at the outset, generally obeyed. The industry of the
Rubhr ceased to work.

The French occupation of the Ruhr had found the German
Communist Party (KPD) in a chastened mood. Like communist
parties elsewhere, it was marking time and gathering strength
for the future: ‘‘ the conquest of power as a practical task of the
moment ’, Radek had said at the fourth congress of Comintern,
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‘“is not on the agenda . But this did not mean that it was
inactive. Following the prescriptions of the fourth congress of
Comintern,? it was busily promoting a general campaign against
the Versailles treaty. A week before the occupation a conference
of delegates of all the western European communist parties had
been held in Essen and had passed a resolution denouncing the
Versailles treaty and the imperialist policies of the western Powers
towards Germany.? The Ruhr occupation let loose a flood of
protests. On the very day of the occupation the Rote Fahne
published a proclamation by the Zentrale of the KPD. Two days
later VTSIK in Moscow adopted a resolution of protest to the
peoples of all countries ; 4 this was followed by a similar protest
from IKKI ;5 on January 17, the Rote Fahne published a protest
signed in Berlin by Zetkin, Radek and Newbold on behalf of
Comintern and by Heckert on behalf of Profintern.® The key-
note of all these documents was to depict the French adventure
as the culmination of the criminal policy of oppression and
exploitation of Germany initiated four and a half years earlier at
Versailles.

The sovereignty of the German people [ran the resolution
of VTsIK] is infringed. The right of the German people
to self-determination is trodden underfoot. Germany’s dis-
organized economy has suffered a new and shattering blow.
Cruel poverty and unprecedented oppression threaten the
working masses of Germany, while all Europe will witness an
increase in economic dislocation. The world is again thrown
into a state of eve-of-war feverishness. Sparks are flying in the
powder-cellar created by the Versailles treaty.

Little or nothing was offered in the way of positive advice, though
the joint manifesto of Comintern and Profintern, which was
addressed “ To all workers, peasants and soldiers ”’, spoke of *‘ the
solution of union with Soviet Russia .

1 Protokoll des Vierten Kongresses der K istischen Internationale (1923),
p. 318.

2 See The Bolshevik Revolution, 1917-1923, Vol. 3, pp. 454-455.

3 Die Rote Fahne (Berlin), January 9, 1923.

4 Iwvestiya, January 14, 1923 ; English translation in Soviet Documents on
Foreign Policy, ed. J. Degras, i (1951), 368-370.

s Internationale Presse-Korrespondenz, No. 11, January 15, 1923, p. 75.

6 The text is also in Die Rote Gewerkschaftsi: tionale, No. 1 (24),
January 1923, p. 82.
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The weakness of all these documents was that they evaded the
pressing practical question of the attitude to be adopted by the
KPD towards the Cuno government which had proclaimed
‘“ passive resistance ’ to the French occupation. When Cuno
asked the Reichstag on January 13, 1923, for a vote of confidence
in his ‘ passive resistance >’ policy, the members of the KPD
demonstrated and voted against him. Frélich, who spoke for the
party in the debate, attacked the past policy of * fulfilment > of
the treaty as an attempt to sacrifice ‘‘ a hungry, mortally sick and
dying proletariat >’ for the benefit of the bourgeoisie, but none
the less declared that *“ in this hour of danger from without, we
must attack our bourgeoisie from within ”’, and demanded the
overthrow of the Cuno government.! The Rote Fahne throughout
this period continued to treat Poincaré and Cuno as twin enemies
against whom its shafts were equally directed: in its issue of
January 23, 1923, under the banner headline ‘“ Smite Poincaré
and Cuno on the Ruhr and on the Spree ”, it published a further
proclamation of the party Zentrale demanding a struggle both
against ‘‘ the robber plans of Poincaré ” and against ‘‘ Stinnes,
Thyssen and Krupp and their understrappers in the Cuno govern-
ment .2 Frolich, who belonged to the Left wing of the KPD,
described the ‘“ war in the Ruhr ’ as a joint struggle of French
and German communists — ‘‘ the first international action of the
communists >’ — against Poincaré and against Cuno, and depre-
cated any attempt to face communists with the dilemma ‘“ either
against Poincaré or against Cuno .3 Those responsible for the
conduct of Soviet foreign policy must have been aware that the
Cuno government was offering the only practicable, and partially

1 Verhandlungen des Reichstags, ccclvii (1923), 9429-9434.

2 'The story in R. Fischer, Stalin and German Communism (Harvard, 1948),
p. 264, that, on the day after the headline quoted above appeared in the Rote
Fahne, Radek * fired the two men responsible for it >’ (one of them being Ruth
Fischer’s brother), and changed it to ‘““Against Cuno on the Spree, on the Ruhr
against Poincaré ”’, is inaccurate in every particular that can be checked. The
original headline was not * rhymed >’ and is incorrectly quoted ; it was not
““ changed *’ for the simple reason that the Rote Fahne never repeated its head-
lines, and this one did not reappear in any form. Brandler subsequently quoted
the slogan in the form, ‘“‘Against Poincaré on the Ruhr and against Cune on the
Spree °’ (Protokoll : Fiinfter Kongress der Kommunistischen Internationale (n.d.),
i, 226).

3 Internationale Presse-Korrespondenz, No. 29, February 14, 1923, pp. 214~
215 ; No. 43, March 9, 1923, p. 319.
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effective, opposition to the French plan and was to this extent
working in the Soviet interest. Radek, at any rate, knew better
than to suppose that a German government of the Right was a
less reliable ally for Soviet Russia than a German government of
the Left: the Rapallo policy and the secret military agreements
were as safe in the hands of Cuno as in those of Wirth, and far
safer than they would have been in the hands of Ebert or Scheide-
mann. But such considerations did not at this time enter into
the formation of the policies of Comintern. Radek showed his
usual agility in keeping in separate compartments his activities
in Germany as agent of Comintern and as agent of the Soviet
Government ; nor is there any evidence of serious pressure from
Moscow on the leadership of the KPD except for the purpose of
maintaining party unity. Nothing is more remarkable in the story
of events in Germany in 1923 than the lack of any apparent attempt
to coordinate the policies of Comintern and of the Soviet Govern-
ment, and the acceptance by the German Government of the
distinction between them.

The peace between the Right and Left wings of the KPD,
which had been patched up at the fourth congress of Comintern !
in the previous November, had no lasting quality, and the old
battles were fought out once more at the eighth congress of the
KPD, which opened in Leipzig on January 28, 1923. The only
change was that Meyer, who had spent the latter part of 1922 at
Comintern headquarters in Moscow,? was superseded as leader
of the party, and of its Right wing, by Brandler, over whom
Radek now cast the mantle of his support. Both sides continued
to assert their loyalty to the Comintern slogans of the *‘ united
front ”’ and of the ‘‘ workers’ government . But the interpreta-
tion of the slogans differed widely in practice. The Right, led by
Brandler and Thalheimer, sought to apply united front tactics by
concluding agreements with the leaders of other Left parties as
well as by agitating among their members, and interpreted the
call for workers’ governments as an invitation to enter coalition
governments with social-democrats (a possibility which had
already been mooted in Saxony and Thuringia); the Left, led

1 See The Bolshevik Revolution, 1917—1923, Vol. 3, pp. 452-454.
2 Bericht iber die Verhandlungen des III (8) Parteitags der Kommunistichen
Partei Deutschlands (1923), p. 58.
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by Maslow, Ruth Fischer and Thilmann, preached the united
front “ from below *’ as a means of seducing members of other
Left parties from their allegiance to corrupt leaders, and regarded
no workers’ government as worthy of the name which was not
led and dominated by communists. The accusation of the Left
against the Right was that it neglected the ultimate goal of revolu-
tion for the sake of immediate objectives and the tactical manceuvres
necessary to secure them. These controversies absorbed the
congress, which failed altogether to make any pronouncement on
the Ruhr occupation. The Left did indeed propose that ‘ the
political situation and the tasks of the KPD *’ (meaning the Ruhr
crisis) should be placed at the head of the agenda. But the Right
treated the proposal as a motion of no confidence in the party
leadership, and voted it down by a majority of 122 to 88.7 Brandler’s
major speech at the congress was a long plea for the policy of
seeking a united front with other workers’ parties, and contained
a specific offer to enter a coalition government with the social-
democrats in Saxony.2 The theses of the Right on the united
front and the workers’ government were adopted, and those of the
Left rejected, by a majority of 118 to 59.3 But for the outside
world, as well as for the KPD itself, the most conspicuous feature
of the conference was its failure to make any significant pro-
nouncement on the decisive question of the hour. The Left
attributed the failure to the bankruptcy of the Right leadership of
the party, and indulged in rhetorical calls to action which the
Right denounced as demagogy.+ Radek, true to the Comintern
line at this time, exerted himself to avoid the danger of a split in
the German party and had insisted on the inclusion of three
members of the defeated Left in the newly elected central com-
mittee.5 The party, in spite of bitter recriminations, had held

1 Bericht iiber die Verhandlungen des 111 (8) Parteitags der Kommunistischen
Partei Deutschlands (1923), pp. 186-187. 2 JIbid. p. 328.

3 Ibid. p. 375 ; for the text of the theses as adopted see #bid. pp. 415-424.

4 'The views of the Left were summed up by Ruth Fischer after the Leipzig
congress : ‘“ The Communist Party is lost as a revolutionary party if it confines
itself to mere propaganda. It must be active, it must act. It must not only
enter with all its forces into current mass movements, it must continutlly and
always attempt to set the masses in motion”’ (Die Internationale, vi, No. 3 (Feb-
ruary I, 1923), PP. 90-91).

s R. Fischer, Stalin and German Communism (Harvard, 1948), p. 229, and
P. Maslowski, Thdlmann (1932), p. 42, both record Radek’s appearance at a
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together. But the Leipzig congress had scarcely added to its
laurels or dissipated the doubts of those who questioned its
efficiency as a revolutionary organization.

The Ruhr crisis brought into the open an embarrassment
long latent in the history and policies of the KPD : the equivocal
relation between German communism and German nationalism.
The protests of the KPD and of Comintern against the French
occupation of the Ruhr had been geared to the national campaign
of protest against the Versailles treaty, making them at once topical
and more intense. The vocabulary of denunciation employed
by communists began to coincide more and more noticeably with
that employed by the nationalists; German nationalism, it
seemed, could not be treated on the same footing as French
nationalism or British imperialism as an unconditionally hostile
force. In February 1923 Thalheimer, now the chief theorist of
the Right leadership of the KPD, endeavoured to find a doctrinal
basis for a more indulgent view. In the Ruhr conflict, he argued,
‘“ the roles of the French and German bourgeoisies are not
identical in spite of the identity of their class essence ”’; the
German bourgeoisie had acquired ‘“ an objectively revolutionary
role . . . in spite of itself’. He invoked the precedent of
Bismarck who had played the part of a “ revolutionary from
above ”’ after 1848, and recalled the verdict of Marx and Engels
that Bismarck’s réle had become ‘ openly reactionary >’ only after
Sedan. The defeat of 1918 had once more reversed Germany’s
position, and made German nationalism a potentially revolutionary
factor. The logical conclusion followed : *‘ the defeat of French
imperialism in the world war was not a communist aim, its defeat
in-the war in the Ruhr is a communist aim . Thalheimer’s
article appeared anonymously in the theoretical journal of the
KPD.! It set a fashion. Radek, writing an article in celebration
of the twenty-fifth anniversary of the foundation of the Russian
secret session of the congress to bring about this result. Radek, who was
staying illegally in Germany, did not appear at the open sessions. According
to Ruth Fischer a year later, * the factional struggle, the hatred between the
two groups was so bad that only the intervention of the representative of IKKI
at the Inst moment succeeded in averting the split >’ (Die Lehren der Deutschen
Ereignisse (Hamburg, 1924), p. 51).

* Die Internationale, vi, No. 4 (February 15, 1923), pp. 97-102; a translation

of the article, bearing Thalheimer’s signature and the date February 13, appeared
in Kommunisticheskii Internatsional, No. 25, June 7, 1923, cols. 6857-6864.
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party, paid tribute to the current mood in an unexpected com-
parison of Bismarck with Lenin:

When one reads his first reports, when one follows his policy
step by step, one must ask oneself: ‘“ Whence this under-
standing of the whole European reality in a landowner ? > The
same thought always comes to one when one thinks of the
history of our party, of the history of the revolution and of
Ilich.!

This new tenderness for German nationalism did not escape
the notice of communists in neighbouring countries. A Czech
communist, Neurath, wrote an article in a Czech communist
publication directly attacking Thalheimer’s position as an example
of the corruption of the workers’ movement by patriotic senti-
ments (such as had occurred in 1914), and challenged him to
pursue his argument to its logical conclusion, i.e. that the German
proletariat should support the German bourgeoisie against the
French bourgeoisie. In the journal of the KPD another Czech
communist, writing under the name of Sommer, denounced
Thalheimer’s thesis as ‘‘ a magnificent flower of national Bol-
shevism ”’, and maintained that there was no distinction between
1914 and 1923. The obligation of the proletariat to fight against
its own national bourgeoisie remained unchanged : ‘ there can
be no understanding with the enemy within *>. Finally, Thal-
heimer in a reply seized on this point and attempted to justify
the distinction between 1914 and 1923.2

The political forces making for cooperation between com-
munists and nationalists in Germany in the summer of 1923
proved more compelling than the theoretical arguments advanced
for or against this course. But the controversy did nothing to

t Internationale Presse-Korrespondenz, No. 45, March 12, 1923, p. 337.
2 Sommer’s article appeared in Die Internationale, vi, No. 7 (April 1, 1923),
pp. 207-211; both Neurath’s and Sommer’s articles were reprinted in Kom-
isticheskti Internatsional, No. 25, June 7, 1923, cols. 6865-6880, after Thal-
heimer’s original article, and were followed by his reply, ibid. cols. 6879-6888.
According to R. Fischer, Stalin and German Communism (Harvard, 1948),
p. 282, Neurath and Sommer wrote their articles with the encouragement of
Zinoviev, who used them as his ‘ pawns >’ in his controversy witks Radek.
This antedates Zinoviev’s intervention in KPD affairs and commitment to the
Left ; the printing of all these articles in the journal of Comintern is evidence
only of the toleration still accorded at this time to divergent views. Nor is
there any ground for regarding Thalheimer as a * pawn ’’ of Radek.
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clarify party policy. While the continuance of passive resistance
and the struggle against the occupying forces brought increasing
political unrest and increasing dislocation to the German economy,
the KPD had no plan to exploit the emergency, and no fresh
directives were issued by Comintern. At the end of January
1923 a joint announcement appeared in the name of Comintern
and Profintern of the creation of an “ action committee against
Fascism ’, and in March a committee under the same name was
established in Berlin under the presidency of Klara Zetkin and
proclaimed an ‘“ anti-Fascist week *>.7 In March an attempt was
made to pursue united front tactics by summoning an international
conference at Frankfurt to which the parties of the Second
International and the Amsterdam trade unions were also invited.
A few social-democrats attended, but a large majority of the
participants were communists.? Brandler, Zetkin and French and
British delegates all denounced the Versailles treaty and the
Ruhr occupation; but Lozovsky, who came from Moscow to
represent Profintern, seems to have been the dominant figure.
The main resolutions of the conference were directed against ‘‘ the
danger of war > and ‘‘ international Fascism ”.3 Denunciation
of the German Government and demands for its overthrow were
relegated to the background; and to, this extent the conference
represented a success for the Right wing of the KPD. But in the
ranks of the KPD in the Ruhr itself it was the more aggressive
Left which predominated. A regional party conference meeting
at Essen at the end of March attacked the tacit support given by
the party to passive resistance, declared that ‘“ the propaganda
and the preparations of the nationalists are the framework of
counter-revolution >, and proposed ‘ to save the German pro-
letariat from endless grey enslavement by fighting for political
power .4

1 Internationale Presse-Korrespondenz, No. 19, January 29, 1923, pp. 123-
124 ; No. 48, March 14, 1923, p. 378 ; No. 55-56, March 28, 1923, p. 456.

2 The membership of the conference was described in detail by Bu.kharm in
Dvenadtsatyi S exd Rossiiskoi K isticheskoi Partii (Bol’shevikov) (1923),
p. 265.

3 ’I‘he proceedings of the conference were recorded in a pamphlet entitled
Der Internationale Kampf des Proletariats gegen Kriegsgefahr und Faszismus
(1923).

4 Bericht iiber die Verhandlungen des IX Parteitags der Kommunistischen
Partei Deutschlands (1924), p. 132.
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This incitement to revolution, which recalled the grim blunder
of the March action, seriously perturbed the party Right.
‘ History ”’, wrote Radek after the Essen conference, ‘‘is at
present galloping like a frightened horse.” * Local communists
organized almost continuous disturbances in the Ruhr. An un-
successful communist putsch occurred in Miihlheim in the middle
of April, and serious disturbances in Gelsenkirchen in May. By
way of keeping up the morale of the workers, the Soviet trade
unions organized the despatch of two shiploads of grain to the
Ruhr; these were intended not merely as a symbolical gesture
of support, but as an indication of Soviet willingness to come to
the aid of a victorious German revolution if it were subjected to
measures of blockade and starvation from the west.2 But by this
time IKKI was thoroughly alarmed. It summoned representa-
tives of the party Zentrale and of the Berlin and Hamburg
organizations (which were the stronghold of the Left opposition)
to a meeting in Moscow on April 22, 1923.3 Here IKKI engaged
in another of its attempts at compromise and conciliation. A
resolution was adopted which admitted errors committed by the
Right as well as by the Left. Some of the pronouncements of
the central committee in favour of a united front had gone too
far, though its line had been ‘‘ in general and on the whole
correct ’. 'To start revolutionary action in the Ruhr would be
dangerous ‘“ so long as no revolutionary movement can be detected
in the unoccupied part of the territory and in the French working
masses *’. In Saxony, communists should pursue the policy of a
united front with the social-democrats, but not to the point of
accepting responsibility for their policy ; the demand should be
put forward for an ‘‘ all-German workers’ government . Mean-
while members of the Berlin and Hamburg organizations were

T K isticheskii Internatsional, No. 24, April 5, 1923, col. 6349.

2 'The arrival of the first consignment was reported in Die Rote Fahne (Berlin),
March 30, 1923 ; the arrival of the second was described by a trade union
delegate who accompanied it in Die Rote Gewerkschaftsinternationale, No. 5-6
(28-29), May-June, 1923, pp. 484-492. Radek used the occasion for a bitter
article recalling the refusal by the SPD and the USPD of the offer of Soviet
grain in November 1918 (Internationale Presse-Korrespondenz, No. 4’5 March
14, 1923, pp. 362-363).

3 The text of Zinoviev’s letter is in Material zu den Differenzen mit der
Opposition (1923), a KPD pamphlet containing a number of opposition resolu-
tions and declarations.
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instructed not to carry on their agitation outside their own
districts.! The essence of the compromise was revealed only
after the return of the delegates to Germany. The central com-
mittee of the KPD decided to enlarge its membership to 25 and
to coopt four ““ Leftists ’, including Thilman and Ruth Fischer.2

During the first four months of the Ruhr occupation, it
would be erroneous to attribute either to the Russian Communist
Party or to Comintern any considered policy for dealing with
the emergency or any desire to intervene in German affairs. In
general terms both were concerned to strengthen the German
Communist Party and to promote the cause of revolution in
Germany. But, where the KPD itself was acutely divided on the
means of attaining this end, the greatest reluctance still reigned
in Moscow to take sides. This reluctance was no doubt partly
due to the ‘‘ marking time > mood which governed all the delibera-
tions of the Politburo in the period of Lenin’s incapacity. But it
could also be pointed out that Lenin’s last appearance in the
affairs of Comintern had been designed to smooth over the
difference between Right and Left in the KPD and to refuse to
decide between them.? The almost continuous presence of Radek
in Berlin during this time 4 may have given the impression that
Comintern supported the party Right. But this impression was
removed every time the issue was taken to Moscow, and the
indications are that the Right would have commanded a majority
in the German party even without Radek’s support. The lessons
of the March action had never been forgotten. In the aftermath
of that tragic fiasco Radek had not unfairly described the traditional
role of the KPD as that of “ a power which held back the pro-
letarians from unnecessary clashes, organized and enlightened the
masses, and led it into great struggles only when no danger
existed that it would be defeated and isolated .5 In the spring of
1923, divided counsels in the KPD and, more generally, among

1 K isticheskii Internatsional, No. 25, June 7, 1923, cols. 6845-6856.

2 Internationale Presse-Korrespondenz, No. 84, May 18, 1923, pp. 709-710.

3 See The Bolshevik Revolution, 1917—-1923, Vol. 3, p. 453.

4 According to R. Fischer, Stalin and German Communism (Harvard, 1948),
p. 261,“he had offices in the Soviet Embassy, in the Soviet trade delegation
and in the Rote Fahne, and moved constantly between them ; he was certainly

ubiquitous, but she probably exaggerates his influence.
s Protokoll des III. Kongresses der Kommunistischen Internationale (Ham-

burg, 1921), pp. 456-457.
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the German workers made revolutionary action, even in the
present desperate plight of the German nation, seem almost
hopeless. Whether Radek, in supporting the attitude of the
Right, was influenced by the desire to base Soviet policy on
amicable and intimate relations with the German Government,
whatever its political complexion, and whether this consideration
consciously or unconsciously influenced members of the Politburo
in taking their decisions, are questions which cannot be answered
in default of evidence, and which, perhaps, are by their nature
not susceptible of a precise answer. What can fairly be said is
that, down to the middle of May 1923, the attitude of Comintern
and its agents towards the German question can be explained with-
out invoking the hypothesis of a specific Soviet interest in the
decisions taken. Thereafter, a sharp turn in the international
situation caused a new and dramatic departure in Comintern
policy.



CHAPTER 6

THE CURZON ULTIMATUM

first weeks of the Ruhr occupation was dominated by one

preoccupation : the fear that it might be the prelude to a
fresh European war. Whatever advantages the Bolshevik leaders
might hope to reap from the occasion, whether through the
reinforcement of German national resentments against the Ver-
sailles treaty or through the hastening of the process of world
revolution, the desire to fish in troubled waters was outweighed
by apprehension of a general war which might expose the Soviet
frontiers to attack from the west.

THE picture of Soviet reactions to western Europe in the

The complete domination of Germany [wrote Izvestiya on
January 21, 1923] represents a grave menace for ,the Soviet
republic. It would give Poincaré control over a territory
reaching from the Seine to the Vistula, and, Poland being the
ally of France, from the Vistula to the Soviet frontier.

In particular, the threat of the penetration of French armies into
the heart of Germany seemed to portend the overthrow of the
Rapallo treaty and, as Kamenev afterwards said, ‘‘ a shattering
of those foundations of stability and balance in the world position
on which the Soviet republic rests.”” ! In the middle of February
1923 Chicherin, back in Moscow from the Lausanne conference,
attempted a more reassuring diagnosis of the French action. The
progressive development of international cartels was the significant
factor in the contemporary capitalist world. He argued that ““ a

1 Vtoroi S’ezd Sovetov Soyuza Sovetskikh Sotsialisticheskikh Respublik
(1924), p. 66. Stresemann some time later told D’Abernon that, ** if Poincaré
had carried through his policy, Germany would have formed a coalition with
Russia, and together they would have swept over Europe > (D’Abernon, 4An

Ambassador of Peace, iii (1930), 146) — one of the few occasions on which
Stresemann tried to frighten the western Powers with the bogy of a Soviet-

German alliance.
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new world war is at any rate not near >’; that ‘‘ the Ruhr adventure
is in the last resort only an episode in the process of cartel-
building by the two industries [of France and Germany] ”’; and
that * the intervention of England and, still more, a common
intervention by England and America would at once lead to
reconciliation . Meanwhile Russia could congratulate herself on
her growing importance in world politics.! But brave words did
not remove current anxieties. The interest of Soviet Russia in
peace became a constant theme of Soviet publicity. Kamenev,
as deputy president of Sovnarkom, told Ransome, the correspond-
ent of the Manchester Guardian, that Soviet Russia was now at
peace and that, ““ so far as we are concerned, we shall do our
utmost to make it last for ever ”’. Events in western Europe were
menacing. ‘‘ But whether we become involved depends entirely
on Poland ”, since a Polish mobilization against Germany ‘‘ would
in the long run be directed against us ’>.2 Ten days later Ransome
secured an interview with Trotsky, who tried to answer the
delicate question ‘“ why we do not greet the French invasion of
the Ruhr as a revolutionary stimulus . He explained that “ it is
not at all to our interest that the revolution should take place in a
Europe exhausted and drained of blood .  War might mean * the
bleeding and destruction primarily of those generations of the
working class which are the bearers of the future . This would
lead to ‘‘ a most severe lowering of European culture over a long
period >’ and ‘‘ the postponement of revolutionary perspectives *°.3
Hence Soviet Russia was ‘‘ vitally interested in the preservation
of peace ”’; Trotsky expressed confidence that * the hypothesis
of a Polish attack [on Germany] will remain merely an hypothesis *’.4

Opportunities for acrimony in Soviet relations with the
western Powers were, of course, never lacking and were rarely
neglected. In January 1923 the Lithuanian Government, tired of
long and fruitless discussions with the allies about the future of

1 Javestiya, February 15, 1923 ; a translation appeared in Internationale
Presse-Korrespondenz, No. 37, February 26, 1923, pp. 263-264.

2 Manchester Guardian, February 19, 1923 ; Radek argued about the same
time that, if Poland became involved in war against Germany, ‘ she will not
wish to have Soviet Russia in her rear, and will march against us »’ (Vzvestiya,
February 17, 1923).

3 Trotsky had expressed the same apprehension on the outbreak of war in
1914 (see The Bolshevik Revolution, 1917-1923, Vol. 3, p. 567, note 2).

4+ Manchester Guardian, March 1, 1923.
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Memel, seized the port by a military coup; and on February 16
the allied governments took the line of least resistance by re-
cognizing Lithuanian sovereignty over it. This made it easier
for them to compound with their consciences by officially recogniz-
ing the existing eastern frontier of Poland — a step hitherto
delayed by the unending disputes over Vilna and Eastern Galicia.
Recognition was now accorded by a formal act of the Conference
of Ambassadors in Paris of March 15, 1923. While the Memel
decision scarcely affected the interests of Soviet Russia, and the
Polish decision did no more than recognize the existing frontier,
these proceedings evoked the usual series of protests from the
Soviet Government.! A similar protest was directed to the
Finnish Government against its attempt to refer the Karelian
question to the ““ so-called League of Nations .2 But in January
1923 the People’s Commissar for Health, Semashko, for the first
time appeared at Geneva to attend meetings of the League
health organization; 3 and, when in March 1923 an invitation
arrived from the League to be represented at a projected naval
disarmament conference in Rome, the reply, while reserving
Soviet objections of principle to the ‘ so-called League of
Nations ” (the formula was usual at this period), was an accept-
ance of the invitation.# There was nothing here to ‘suggest an
imminent crisis in relations with the west.

The even tenor of these relations was, however, soon to be
broken from the other side. The advance into the Ruhr had
increased the prestige and self-confidence of France and her

! Klyuchnikov i Sabanin, Mezhdunarodnaya Politika, iii, i (1928), 233-234,
235-238.

2 JIbid. iii, i, 235.

3 Representatives of the RSFSR and of the Ukrainian SSR had attended a
European health conference convened under the auspices of the League of
Nations in Warsaw in March 1922 (League of Nations: Records of the Third
Assembly (1922), ii, 64-65). The body attended by Semashko in January 1923
was officially described, in order to soothe Soviet susceptibilities, as an ‘‘inter-
national commission > meeting concurrently with the League Health Com-
mittee ; but Semashko himself brushed aside these niceties, explaining that
‘“ the presence of a People’s Commissar of the Soviets at a meeting of the Health

Committee need not cause any surprise . . . and did not change in any way
the attitude of the Government of the Soviets towards the League of Nations >
(League of Nations Health C. jtree : M of the Fifth Session (C27.M13,

1923), iii, 31-35). . :
4 Pravda, March 4, 1923; Klyuchnikov i Sabanin, Mezhdunarodnaya

Politika, iii, i (1928), 238-239.
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allies, all of them implacable enemies of Soviet Russia; and the
rise of Curzon to undisputed control of British foreign policy
brought a progressive deterioration in Anglo-Soviet relations.
Lloyd George, remarked Kamenev in the interview already
quoted, ‘‘ realised that he was living in the 2oth century, though
he had not always the courage to make the necessary deductions
and act on them ”’; Curzon, on the other hand, ““ is determined
that, if this is not the 1g9th century, he will behave as if it were ”.!
Curzon had been in no way mollified by Chicherin’s hostile
thrusts at the Lausanne conference. On March 30, 1923, the
British chargé d’affaires in Moscow, Hodgson, handed a polite
but curt note to Narkomindel containing a ‘‘ pressing and final
appeal ”’ that the death sentence recently passed on Butkevich, a
Catholic priest accused of espionage, who was a Soviet citizen,
should not be carried out. On the following day a reply was sent
from Narkomindel, signed by the head of its western department,
Vainshtein. It rejected this intervention in the domestic affairs
of “ an independent country and a sovereign state >, quoted some
alleged remarks of a ‘‘ representative of the Irish republic in
France ”’ on “ the hypocritical interference of the British Govern-
ment ”’, and concluded that British behaviour in India and Egypt
did not make a British appeal “ in the name of humanity and
sanctity of life > particularly convincing. Hodgson’s refusal to
receive a note couched in these insulting terms provoked a
further reply signed by Vainshtein on April 4. The report was
afterwards current that Vainshtein had despatched these notes
in Chicherin’s absence and without his approval ; and Chicherin
on other occasions certainly showed greater finesse both in dealing
and in parrying blows. Whether the report was correct or not,
the notes would not have been sent if it had been realized that
they would give Curzon the opportunity for which he was waiting.
A vigorous anti-Soviet propaganda campaign spread through the
British press. Then, on May 8, 1923, after a month of reflexion,
the Foreign Office instructed Hodgson to hand to the Soviet
Government a long memorandum in twenty-six paragraphs, known
in history as ‘‘ the Curzon ultimatum ”. Beginning with a
mention of the Vainshtein notes, it embarked on a general com-
plaint about the character of Soviet policy towards Great Britain
* Manchester Guardian, February 19, 1923.
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since the conclusion of the Anglo-Soviet trade agreement in
March 1921. Its first three sections related to the anti-British
activities of Shumyatsky and Raskolnikov, the Soviet envoys in
Teheran and Kabul respectively, to propaganda in India, and to
the work of Comintern generally ; abandonment of these activities
and apologies for them were demanded. The fourth and fifth
sections were devoted to claims arising out of the death of one
British agent and the imprisonment of another (their status was
apparently not contested, though the charges against one of them
were described as false) as long ago as 1920, and out of the recent
detention of two British trawlers; immediate settlement of these
claims was demanded. The final demand was for the ‘‘ un-
equivocal withdrawal ”” of the two Vainshtein notes. If these
demands were not met within ten days the trade agreement
would be denounced and Hodgson was instructed to leave Moscow.!

The ultimatum came as a severe shock to Moscow, being
stronger than anything that had been expected. At the twelfth
party congress in the middle of April, Zinoviev had speculated
a little light-heartedly on the possibility of a *‘ new intervention *’.2
Now the danger seemed imminent. On the next day a notice
was sent out postponing the impending session of the enlarged
IKKI till June 10 on account of * the danger of war .3 The
consternation in Moscow was reinforced by two unfortunate
coincidences. On May 2, 1923, Foch had arrived in Poland on
a much advertised ceremonial visit, and had spent more than a
week there attending military parades and visiting military units.
The impression that the Polish army was being groomed for
another war against Soviet Russia was inevitable in Soviet minds,
especially when Foch’s visit was followed a week later by one
from the British Chief of the Imperial General Staff. The other
coincidence was a senseless crime. When the adjourned Lausanne
conference met again in April 1923 the Soviet Government
appointed Vorovsky, now Soviet representative in Rome, as its
delegate. Since the negotiation of the Straits convention had

1 Corresponde betr His Majesty’s Government and the Soviet Govern-
ment respectmg the Relations betwem the Two Governments, Cmd. 1869 (1923),
PP. 5-13 ; Anglo-Sovetskie Otnosheniya (1921-1927 gg.) (1927), PP. 30-39.

2 Dvenadtsatyi S’ezd R iskoi Ko koi Partii (Bol’shevikov)
(1923), p. 15.

3 Internationale Presse-Korrespondenz, No. 77, May 11, 1923, p. 666.

M
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been completed ! there seemed no further reason for the attend-
ance of a Soviet delegate. But, after an initial attempt to deny
Vorovsky courier facilities,2 he was admitted as an observer.
While at Lausanne on this mission he was assassinated by a
‘“ white >’ Russian on May 10, 1923, on the day on which Foch
completed his Polish visit and two days after the delivery of the
Curzon ultimatum.

In an atmosphere of intense alarm and apprehension the Soviet
Government made haste to buy off what appeared to be the most
pressing danger. The situation closely resembled that which had
arisen at the time of Curzon’s last major protest against Soviet
misdeeds in September 1921. The British Government could
have afforded, with the support of a large section of British
opinion, to denounce the Anglo-Soviet trade agreement and
break off relations, and was unlikely to withdraw its demands;
the Soviet Government could not afford a breach and was there-
fore obliged to give ground.? On May 11, 1923, three days after
the ‘“ Curzon ultimatum »’, Litvinov signed a reply drafted more
in sorrow than in anger and promising virtually unqualified
acceptance on all points but one. Compensation was offered,
though without formal admission of responsibility, for the
treatment of the two British agents; the trawlers were released,
the fines imposed on them remitted, and negotiations proposed on
the issue of principle; and the Vainshtein notes were explained
away and declared to be non-existent. Only on the remaining
question of Soviet activities directed against British interests in
Asia were the controversies of 1921 renewed with the polite
exasperation of weary familiarity. The independence of Comin-
tern from governmental authority was reasserted. As regards the
information from secret agents on which the British Government
relied, every government had in its possession ‘‘ materials of a
similar character ”; if these were used as a ground of conflict
‘“ peaceful relations between any two states could scarcely exist .
The British Government had once again weakened its case by
quoting unverified and highly improbable secret reports (this
time, that Sokolnikov, the People’s Commissar of Finance, was a

! See The Bolshevik Revolution, 19171923, Vol. 3, p. 489.
2 Klyuchnikov i Sabanin, Mezhdunarodnaya Politika, iii, i (1928), 243.
3 See The Bolshevik Revolution, 1917-1923, Vol. 3, pp. 344-346.
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member of the committee of Comintern concerned with the dis-
bursement of funds to foreign communist parties). But the tenor
of the Soviet argument was conciliatory, and the basic contention
not wholly unreasonable. British and Russian agents in Asia had
conducted subversive activities at one another’s expense for fifty
years before the Soviet Government had existed, or before Comin-
tern had been thought of. The rules of the game were well known :
agents who were found out by the other side were disowned by
their employers. It was no excuse for changing the rules that the
Russian agents now wore the guise of communist agitators. The
British protests, declared the Soviet note, ‘‘ give reason to suppose
that, in the opinion of the British Government, the Russian
republic ought in general to have no policy of its own, but
everywhere to support British aspirations ”; and ‘ such an
obligation »’, it concluded, ‘‘ the Russian Government has never
assumed .1

The despatch of this reply was accompanied by the release of
a flood of propaganda. On the following day a monster demonstra-
tion was held in the Bol’shoi theatre in Moscow to protest against
the murder of Vorovsky and the Curzon ultimatum. Chicherin
was the principal orator and, having spoken of the murder of
Vorovsky, turned to “ the extreme reaction’’ prevailing in other
parts of the world, “ and notably in Great Britain . Lenin’s
illness had filled the enemies of Soviet Russia with ‘‘ naive con-
fidence that the Soviet power is deprived of its firmness and can
be overthrown by pressure from without . He concluded with
a gesture of defiance at the Curzon ultimatum: * We firmly
await our enemy before our threshold, and we believe that he will
not have the courage to attack ”’. Trotsky repeated the defiance,
but was also eloquent on the Soviet desire for peace :

In the present tense situation in Europe this would be a
life-and-death struggle ; it would be a struggle which would last
for months, perhaps years, which would swallow up all the
resources and forces of our country, which would interrupt our
economic and cultural work for years. That is why we say :

“ May this cup pass from us .2
t Anglo-Sovetskie Otnoshetiya (1917-1927 gg.) (1927), Pp- 40-47.

2 L. Trotsky, Kak Vooruzhalas’ Revolyutsiya, iii, ii (1925), 87; all the
speeches were reported in the Moscow press of May 13, 1923.
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Bukharin also spoke, and Gallacher, a prominent member of the
British Communist Party, was present as ““ the ambassador of the
English proletariat ”.! The trade union central council held a
special meeting and issued an appeal to the British Left .against
“ the instigation of a new imperialist war ”: it was addressed
comprehensively ““ to the general council of trade unions, to the
Labour Party, to all the toilers of Great Britain, to the parlia-
mentary fraction of the Labour Party, and to all members of
trade unions .2 Two days later a protest was issued jointly in
the name of IKKI and of the bureau of Profintern against
Vorovsky’s murder ; 3 and this was followed by an extremely stiff
note from Chicherin to the Swiss Government holding the latter
‘“ responsible for the behaviour of the Swiss authorities which
made this crime possible ”’ and demanding ‘‘ full and exhaustive
satisfaction .4

The British Government was sufficiently impressed by the
mildness of the official Soviet reply to extend the time-limit of
the ultimatum for further negotiations. These were now entrusted
on the Soviet side to Krasin in London. It was an excellent choice.
At the recent party congress Krasin had made a strong plea —
which was ill received — for a more conciliatory foreign policy ; 5
and he understood British politicians and British opinion better
than any other Bolshevik. A note from Krasin of May 23, 1923,
repeated the substance of the Litvinov note in briefer and more
business-like form, and proposed direct negotiations with Chicherin
on the propaganda issue. A British reply of May 29 rejected
negotiations, but proposed a new formula, supplementary to that
in the Anglo-Soviet trade agreement, about propaganda; and
this in turn was accepted by the Soviet Government, which now
bound itself ‘ not to support with funds or in any other form
persons or bodies or agencies or institutions whose aim is to
spread discontent or to foment rebellion in any part of the British
Empire ”. The promise was given to remove Raskolnikov, the

t Internationale Presse-Korrespondenz, No. 84, May 18, 1923, pp. 695-697,
697-698. .

2 de May 13, 1923.

3 Internationale Presse-Korrespond No. 83, May 17, 1923, p. 694.

4 Klyuchmkov i Sabanin, Mezhdumrodnaya Pohuka iii, i (1928), 267-268.

s D d. S”ezd Rossi Partii (Bol’shevikov)

(1923), pp. n7-r r9
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Soviet representative in Kabul, whose zeal had been particularly
compromising. On June 16, 1923, a final note from Chicherin
wound up the correspondence.! The dispute with the Swiss
Government arising out of the murder of Vorovsky proved more
stubborn. The Swiss reply was patient, but obstinate, expressing
regret but admitting no responsibility; and on June 20, 1923,
after further recriminations, VTsIK and Sovnarkom issued a
joint decree instituting a boycott of Swiss citizens (other than
workers) and of Swiss goods as a reprisal for ‘ the unheard-of
actions of the Swiss Government .2 But this counted for little
in comparison with the successful appeasement of Great Britain.
For the rest of the year official Anglo-Soviet relations were once
more uneventful. Krasin was transferred to Paris in the hope
of breaking the deadlock in Soviet relations with France, and
was succeeded in London by Rakovsky. The announcement of
Rakovsky’s appointment and its acceptance by the British Govern-
ment early in July was followed by a noisy campaign in the press
and Parliament against an anti-British speech delivered by him
at the time of the Curzon ultimatum, and later published as a
pamphlet; and his arrival was postponed at the request of the
Foreign Office for some weeks. The storm blew over, and
Rakovsky took up his post at the end of September though
Chicherin afterwards complained that, since no British minister
had received the Soviet envoy, he himself could meet Hodgson,
the British representative in Moscow, ‘‘ only in the houses of
third parties .3 But these mutual discourtesies were no more
than the small change of diplomacy. The reaction against the
Lloyd George policy had spent its force. Other influences were
preparing the way for the new phase which would begin when a
Labour government took office in Great Britain early in 1924.

1 Anglo-Sovetskie Otnosheniya (1917-1927 gg.) (1927), pp. 47-59; Further
Correspondence between His Majesty’s Government and the Soviet Government
respecting the Relations between the Two Governments, Cmd. 1890 (1923).

2 Klyuchnikov i Sabanin, Mezhdunarodnaya Politika, iii, i (1928), 268-272 ;

the decree is also in Sobranie Uzakonenii, 1923, No. 57, art. 563.
3 Interview in the Manchester Guardian, December 24, 1923.



CHAPTER 7

COMMUNISM AND GERMAN NATIONALISM

and June 1923, coinciding with a progressive intensification

of the German crisis, led to a reconsideration and readjust-
ment of the policies both of the KPD and of Comintern in
Germany. No radical new decisions were taken. But greater
emphasis now fell on the revolutionary potentialities of the
German situation. In everything that was done by the KPD
and by Comintern in Germany in the critical months of May,
June and July 1923 Radek appears to have been the initiator.
He was momentarily successful in uniting the two wings of the
German party more closely than at any recent time; and till the
very end of July he did nothing that failed to win the endorsement
of IKKI. The May Day slogans of the KPD, issued before the
international crisis matured, included the usual denunciation of
Fascism and the call for a “ workers’ government ’.! On May
13, 1923, public demonstrations were organized in Berlin to pro-
test against the Curzon ultimatum and the murder of Vorovsky ; 2
and on May 17 the Rote Fahne contained an article by Radek
entitled The Proletarian Bulwark Round Russia summoning the
workers of the world to rally round the Soviet republic. 'When
the congress to reunite the Second and Two-and-a-half Inter-
nationals 3 was held in Hamburg in the latter part of May, the
‘“ action committee against the danger of war and Fascism 4
invited the Hamburg congress to join in ‘“ a proletarian united
front against the new war danger, against the strengthening of

THE series of shocks experienced by Soviet diplomacy in May

t Die Rote Fahne (Berlin), April 29, 1923. .

2 Ibid. May 12, 1923.

3 See The Bolshevik Revolution, 1917~-1923, Vol. 3, p. 412.

4 For the committee see p. 161 above ; the title had been extended to meet
the current emergency.
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the bloody beast Fascism ”’, and proposed itself to send delegates
to the Hamburg congress — an offer which was unceremoniously
rejected.! One of the rare successes in united front tactics was
achieved at a congress in Berlin of the International Transport
Workers’ Federation, which embraced both western and Soviet
trade unions; a joint protest against the danger of war and
Fascism was signed jointly by Robert Williams, the British
president of the federation, Fimmen, the secretary of IFTU,
Lozovsky and Andreev.2 But the more aggressive tactics of the
KPD Left were also not neglected. A joint proclamation of the
party Zentrale and of a national committee of factory councils
attacked the Cuno government under the slogan, ‘“ Down with
the government of national shame and national treason ’’ ;3 and
on June 1 the Rote Fahne appeared with the headline ‘ The
Workers Mobilize .

While the communists moved feverishly from one approach
to another, the most conspicuous feature of the events of May
in Germany had been the growing strength and organization of
those groups of the extreme Right to which the new label of
Fascism was indiscriminately applied by their opponents — the
nationalists, members of the numerous illicit military formations,
former members of the Freikorps that had fought in’the Baltic,
members of Hitler’s recently founded National Socialist Party.
The attitude of communists to these groups had for some time
been a matter of discussion in party circles. As early as February
1923 the same number of Die Internationale which carried
Thalheimer’s article on German nationalism 4 also printed an
article under the title The Middle Class, Fascism, National Bol-
shevism and the Party, which described Fascism and national
Bolshevism (the two were treated as equivalents) as movements
against the big German capitalists and foreign capital, and argued
that, while communism rejected both movements, a new kind of

! Die Rote Fahne (Berlin), May 20, 1923 ; JInternationale Presse-Korre-
spondenz, No. 89, May 28, 1923, pp. 754~757. .

2 Die Rote Fahne (Berlin), May 26, 1923. The central council of Profintern
at its sezsion at the end of June 1923 issued a protest against alleged attempts
by IFTU and ‘“ reformist >’ trade unions to break the united front of transport
workers achieved at this congress (Internationale Presse-Korrespondenz, No. 119,
July 18, 1923, pp. 1047-105.8).

3 Die Rote Fahne (Berlin), May 29, 1923. 4 See p. 159 above.
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propaganda was needed to overcome them.! The article provoked
no immediate reaction. But on May 17, when the crisis was
reaching an acute stage, the central committee of the KPD
adopted a long resolution which, besides much that was familiar
and hackneyed, contained some novel points. The international
situation was defined as an attempt by Great Britain to unleash
a new war against Soviet Russia, and an attempt by French and
German heavy industry to form a new Franco-German trust.
The Cuno government was described as ‘‘ Stinnes’s prisoner >’ ;
a workers’ government and an alliance with Soviet Russia were
the way to salvation. The most striking part of the resolution
was, however, an attempt to divide the Fascists into two categories,
one consisting of those ‘‘ directly sold to capital ”’, the other of
* misled nationalistic petty bourgeois > who do not realize that the
national disgrace can be overcome only when the proletariat * has
taken the future of the German people into its hands ’. The
resolution concluded with a new directive :

We have to go to the suffering, misled, infuriated masses
of the proletarianized petty bourgeoisie to tell them the whole
truth, to tell them that they can defend themselves and the
future of Germany only when they have allied themselves with
the proletariat for a struggle with the real bourgeoisie. The
way to victory over Poincaré and Loucheur lies only through
victory over Stinnes and Krupp.

The last sentence suggested the possibility of combining the
attempt to split the Fascist movement with a concession to the
views of the Left wing of the KPD on the relative importance
of the internal and external struggle.? The extreme nationalists
had meanwhile reacted to the crisis by intensifying their campaign
of sabotage and assassination. On May 26, 1923, the French
authorities shot a young nationalist and former member of the

' Die Internationale, vi, No. 4, February 15, 1923, pp. 115-119.

* Die Rote Fahne (Berlin), May 18, 1923. The resolution, which was signed
by the principal members of the central committee, both Right and Left, was
drafted by Radek (Protokoll: Fiinfter Kongress der Kommunistischen Inter-
nationale (n.d.), ii, 713) ; since Radek had just come from Moscow, where he
had spoken on May 11 on the assassination of Vorovsky, it is possible that he
had obtained approval there for the line adopted. It is interesting to note that
the so-called *“ Schlageter line ”” made its first appearance a week before
Schlageter’s execution and a month before Radek’s ‘ Schlageter ’ speech in
IKKI.
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Freikorps named Schlageter, caught red-handed in an attempt
to blow up a railway line. The nationalists needed a hero and a
battle-cry. The name of Schlageter was elevated into a symbol
of the, revival of German national honour and a spur to fresh
deeds of violence against the French aggressor.

Such was the situation when the regular session of the enlarged
IKKI met in Moscow on June 12, 1923. Zinoviev’s opening
report paid no great attention to the German question. He
referred briefly to the conference in Moscow in April which had
dealt with ‘ tactical differences affecting the German Communist
Party ”’, and later made an oblique criticism of the leadership of
the KPD, which did not *‘ stress with sufficient force the so-called
national factor in its communist interpretation ”’.! Radek, speak-
ing in the debate on Zinoviev’s report, devoted a significant last
paragraph to the theme that the ‘‘ national question ’ in Germany
had a particular meaning of its own. A recent article in a National
Socialist journal, Gewissen, had described the KPD as ‘“ a fight-
ing party . . . which day by day becomes more ° national-
Bolshevik ’ . Radek no longer rejected the label :

National Bolshevism meant in 1920 an alliance’to save the
generals, who would have wiped out the communist party
immediately after the victory. Today national Bolshevism means
that everyone is penetrated with the feeling that salvation can
be found only with the communists. We are today the only
way out. The strong emphasis on the nation in Germany is a
revolutionary act, like the emphasis on the nation in the colonies.?

The argument was the counterpart, in terms of German internal
politics, of Bukharin’s argument at the fourth congress that the
Soviet state was now ‘‘ great enough > to conclude an alliance

D7,

1 Rasshirennyi F Ispolnitel’nogo Komiteta Kommunisticheskogo Inter-
natsionala (rz-23 Iyunya, 1923 goda) (1923), pp. 20-21, 32-33. The session
of the enlarged IKKI was also fully reported in Internationale Presse-Kor-
respondenz, No. 103, June 21, 1923, No. 105, June 25, 1923, No. 111, July 3,
1923. The substantial divergences suggest that the Russian and German
records of the speeches were made independently and not collated : they are
mainly 'differences of style and phrasing, but passages which occur in one
version are sometimes missing in the other. It is difficult to assign priority to
either version, but the Russian is generally fuller.

2 Internationale Presse-Korrespondenz, No. 103, June 21, 1923, p. 869 ; this
passage does not appear in the Russian version.
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with a bourgeois state.” What, on this view, distinguished the
situation from that of 1920 was that the communists could now
strike a bargain with the nationalists in the conviction that they
were the stronger partner and could utilize the partnership for
their own ends. Zinoviev, in his reply to the debate, without
dissenting from Radek’s diagnosis, cautiously played down the
hypothesis of an imminent revolutionary situation in Germany :

Germany is on the eve of revolution. This does not mean
that revolution will come in a month or in a year. Perhaps
much more time will be required. But in the historical sense
Germany is on the eve of the proletarian revolution.?

Any ripples which may have been stirred by this discussion
died away; and, when two days later Radek made his main re-
port to the enlarged IKKI on the international situation, the
Ruhr occupation received only conventional treatment as one of
the four main items which contributed to the current tension in the
capitalist world.3 'This time, however, Neurath intervened in the
discussion, and, without referring to Radek, repeated his already
published attack on Thalheimer’s February article. Boéttcher
defended the standpoint of the party Right. Radek in his closing
speech accesed Neurath of ¢ tilting at windmills ”’, and went on :

Its [i.e. the French Government’s] victory in the Ruhr
would immensely strengthen it; its defeat on the other
hand would shatter the Versailles system and become a fact
which would play a revolutionary réle. In virtue of these
circumstances, the German party should say to itself: Yes,
the German working class, like the working class of the whole
world, including the French working class, is interested in the
defeat of Poincaré.

And he insisted once more that ‘‘ what is called German nationalism
is not only nationalism, but a broad national movement having a
great revolutionary significance .4 Critics were eager to point out

1 See The Bolshevik Revolution, 1917—~1923, Vol. 3, p. 447.

2 Rasshirennyi Pl Ispolnitel’nogo Komiteta Kommunisticheskogo Inter-
natsionala (r2-23 Iyunya, 1923 goda) (1923), p. 103.

3 Ibid. pp. 105-127 ; the other items were the Anglo-American debt agree-
ment, the Lausanne conference, and the British decision to construct a naval
base at Singapore.

4 Rasshirennyi Plenum Ispolnitel’nogo Komiteta Kommunisticheskogo Inter-
natsionala (12-23 Iyunya, 1923 goda) (1923), pp. 129-130, 131-132, 139-142.
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that the policy of Radek and of the KPD in 1923 meant the
abandonment of Lenin’s thesis of 1914—1917 that the imperialist
Powers were equally guilty and that the duty of the proletariat
in every country was to work for the defeat and downfall of its
own national government. But nobody recalled that it was also
a return to the attitude of Marx, which Lenin had discarded as no
longer appropriate before 1914.1

In spite, therefore, of the airing given to the well-known
differences in the German party, and of Radek’s conversion to
the catchword of ‘ national Bolshevism ’, nothing in the first
few days’ proceedings in IKKI foreshadowed any dramatic con-
tribution to German policy. This came independently at a later
stage, in the debate on Fascism introduced by Klara Zetkin.
Zetkin denounced Fascism as ‘“ an extremely dangerous and
terrible enemy *’> and ‘‘ the strongest, most concentrated, classic
expression of the general offensive of the world bourgeoisie . At
the same time it was a result of the loss of faith by the workers
in their own class, a ‘“ refuge of the politically homeless ”’

‘We must not forget [Zetkin went on] that Fascism . . . is
a movement of the hungry, the poor, of men torn from their
background and disillusioned. We must strive either to win
them over to our side in the struggle, or at any rate to neutralize
these social forces which have succumbed to the embraces of
Fascism.?

These generalities went little or no further than what had been
said a dozen times before. But, when Radek intervened in the
debate on the next day, his speech gave a new twist to the theme
and made history. Striking a note of studied pathos, he declared
that throughout Zetkin’s speech he had had before his eyes ‘‘ the
corpse of the German Fascist, our class enemy, condemned to
death and shot by the lackeys of French imperialism . He
hailed Schlageter as *‘ the brave soldier of the counter-revolution *’
and — borrowing the title of a popular nationalist novel — *‘ the
wanderer into nothingness >’. Schlageter had fought against the
Bolsheviks in the Baltic and against the workers in the Ruhr;
Ludendorff had spoken in his honour at his funeral in Munich.
1 See The Bolshevik Revolution, 1917-1923, Vol 3, P- 559-

2 Rasshirennyi Plenum Ispolnitel’nogo Komit. K icheskogo Inter-
natsionala (12-23 Iyunya, 1923 goda) (1923), pp. 207, 211, 227.
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But now that he was dead, his comrades in arms had still to
answer the vital question.

Against whom do the German nationalists want to fight:
against Entente capital or the Russian people ? With whom do
they want to ally themselves ? With the Russian workers and
peasants to shake off together the yoke of Entente capital or
with Entente capital to enslave the German and Russian people ?

Radek invoked the historic example of Scharnhorst and Gneisenau
who, after the humiliation of Jena, had perceived that the emancipa-
tion of the peasant was a condition of the liberation and restora-
tion of Prussia.’ The liberation of Germany from the chains of
Versailles could be achieved only through the emancipation of
the workers. The KPD *‘is not the party merely of the struggle
for the industrial workers’ loaf of bread, but the party of struggling
proletarians who fight for their freedom, for a freedom which is
identical with the freedom of their whole people, with the freedom
of all who work and suffer in Germany .2

It is unthinkable that on such a matter Radek should have
spoken on his own responsibility. He afterwards stated without
contradiction that he had obtained ‘‘ not only the tacit, but the
written assent ”’ of Zinoviev to his speech, and that Zinoviev
afterwards described his Schlageter articles as ‘‘ correct and
good .3 What is clear is that the overture seemed less dramatic,
less novel and less fateful to those who heard it in Moscow than
it appears in retrospect to the student of history. According to
the record of the session, it was received with ‘‘ general applause ’.
Zetkin, who wound up the debate on Fascism immediately after-
wards with comments on the various speeches, remarked without
special emphasis that the speech of Radek had ‘‘ deeply moved *’
her. The resolution on Fascism drafted before Radek spoke was
not modified : the call for an out-and-out struggle against Fascism
in all countries did not seem to be in any way attenuated by the

' This was a favourite theme of Radek at this time : in a leading article in
Pravda, September 13, 1923, he quoted Gneisenau’s eulogy of the French
revolution for having ‘‘ awakened all forces [in France] and given to every
force its proper field of action ”’. .

2 Rasshirennyi Plenum Ispolnitel’'nogo Komiteta K isticheskogo Inter-
natsionala (12-23 Iyunya, 1923 goda) (1923), Pp. 237-241.
3 Protokoll : Fiinfter Kongress der K istischen Internationale (n.d.),

ii, 713.
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casual remark that ‘‘ those revolutionary elements which, con-
fusedly and unconsciously, are found in the Fascist ranks should
be drawn into the proletarian class struggle . Nobody reverted
to Radek’s proposal during the last two days’ proceedings; and
Zinoviev in his concluding speech did not mention Germany at
all.2 Whatever view may have been taken of Radek’s policy, it
was not treated as a radical new departure. It was conceived,
not as an attempt to bring about a working alliance with German
Fascists against the Versailles treaty, but as an attempt to split
their ranks by proving that effective opposition to the Versailles
treaty could in the long run be offered only by the communists ;
it could therefore be logically reconciled with the continuation of a
vigorous campaign against Fascism. Nevertheless Radek’s com-
parison of the new emphasis on German nationalism with the
policy of support for national movements in colonial countries
foreshadowed the appearance in Germany of the same embarrass-
ments which had already arisen in Asia, and were bound to arise
wherever local communist parties were required to give their
support to an ideological programme ultimately incompatible
with the aims of communism.3

The launching of the ‘ Schlageter line ”’ at IKK] created a
sensation in German politics and was followed by an extensive
public debate. The Rote Fahne printed Radek’s speech in full
in its issue of June 26, and ten days later published a further
article by Radek defending it against the denunciations of
Vorwdrts. Meanwhile Moeller van den Bruck, the intellectual
of the Nazi movement, commented on Radek’s speech in Gewissen,
offering to communists on behalf of the nationalists the leadership
which the proletariat could not supply.

t Kommunisticheskii Internatsional v Dokumentakh (1933), pp. 379-383.

2 Germany was also not mentioned in a long account of the proceedings of
IKKI given by Zinoviev to the party organization in Moscow on July 6, 1923
(Internationale Presse-Korrespondenz, No. 125, July 30, 1923, pp. 1089-1098).

3 Radek, in a speech at the bureau of the Communist Youth International
on July 13, 1923, defended the new line in Germany with a caution which
suggests that his audience was not enthusiastic about it. He explained that,
“ if Fascism was not split into several parts, it would already have been vic-
torious in Germany ’’, and described the policy as follows : ‘“A united front of
the proletariat, proletarian hundreds to defend the proletariat with armed force
against the Fascists and, if necessary, to attack them, but at the same time a
broadening of the basis of our agitation >’ (Kommunisticheskii Internatsional,
No. 26-27, August 24, 1923, cols. 7171-7174).
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A majority cannot lead itself. Only consciousness can lead,
a consciousness such as Schlageter possessed. . . . Marxism
will always be confined to the manual workers: it will win
over no brain workers. But it is the intellectual workers who
will lead the cause of the people as their own.!

Radek, once more in the columns of the Rote Fahne, retorted
that “ Fascism represents, not a clique of officers, but a broad,
though contradictory, popular movement >, and reproached
Gewissen with the vagueness of its political programme. Revent-
low intervened in his journal, the Reichswart, to reassert the
nationalist standpoint :

We know no classes and want no classes. We regard all inter-
nationalists and the internationally minded as the enemy within.

And Frolich, on behalf of the KPD, replied that the real *‘ enemy
within >’ was capitalism, an international force which trampled
on national interests. 'These five articles together with Radek’s
speech were published in July 1923 as a pamphlet which quickly
ran through two editions.? Nationalist and communist speakers
appeared side by side on common platforms and trimmed their
speeches carefully enough to win applause from mixed audiences.3
These préceedings reached their culminating point early in
August 1923 when the German political crisis was at its height.
On August 2 Remmele, a member of the Zentrale of the KPD,
addressed a large Nazi meeting in Stuttgart which is said to have

! These views were strikingly similar to those propounded to Radek by
Rathenau in 1919 (see The Bolshevik Revolution, 19171923, Vol. 3, p. 316).

2 K. Radek, etc., Schlageter: Eine Auseinandersetzung (1923). A third and
much enlarged edition was issued in October 1923 : this also included further
articles by Moeller van den Bruck, Reventlow and Frélich, and ended with a
long summmg—up by Radek under the title Communism and the German
Nati t M t which originally appeared in three sections in Die Rote
Fahne (Berhn), August 16, 17, September 18.

3 The most serious embarrassment was the anti-Semitism in which
nationalist speakers were prone to indulge. How far communists compromised
with their principles on this question can only be guessed. An attack on Jewish
capitalists was frequently quoted from a speech of Ruth Fischer (‘‘ he who
denounces Jewish capital . . . is already a warrior in the class-war, even
though he does not know it ”’) ; but the speaker has stated that her remarks
were distorted (R. Figcher, Stalin and German Communism (Harvard, 1948),
p. 283). Sotsialisticheskii Vestnik (Berlin), No. 21-22 (67-68), November 27,
1923, p- 12, quoted from an alleged KPD proclamation the phrase, said to
have been carried in heavy type : * Jewish capitalists grow fat on the exploitation
of the German people
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been heavily packed with KPD supporters, and won loud applause
by denouncing capitalism, the Versailles treaty and the Entente
Powers and by demanding *“ a workers’ and peasants’ government ”’
to liberate Germany. On August 10 a still larger meeting was
organized by the KPD and was attended by representatives of
the National Socialist Party (the SPD also received an invitation,
which was declined). Remmele once more attacked the Versailles
treaty and ‘ the democratic German republic ”. The Nazi
speaker called for a national, not an international, socialism ; com-
munism could never be national * so long as the communists are
led by Radek-Sobelsohn and whatever the other Jews are called .
But a truce between Nazis and communists could be declared
till the common enemy and the destroyer of Germany, democracy,
had been overthrown. Remmele countered with an attack on
anti-Semitism and a demand for an alliance for the overthrow of
capital; and the Nazi representative ended on the note of
‘ honourable enmity . But the experiment had by this time
begun to embarrass the Nazis even more than the communists.
On August 14, 1923, the Nazi leadership placed a ban on further
cooperation, announcing that there could never be legitimate
grounds for common action with communists.? This ban, together
with the increasing acuteness of the German internal crisis, put
an end to the short-lived episode of the ‘“ Schlageter line >>. The
breach coincided with the overthrow of the Cuno government
and the accession of Stresemann to power. In the struggles of the
autumn of 1923 Fascists and communists went their separate
ways.?

Understanding of the somewhat tortuous tactics adopted by
Comintern and by the KPD under Radek’s inspiration in the
summer of 1923 has been obscured both by a popular confusion
of these tactics with the old programme of ‘‘ national Bolshevism

t These particulars are taken from a pamphlet issued by the KPD, Sowjet-
stern oder Hakenkreuz? Deutschlands Weg — Deutschlands Rettung: Ein
Waffengang zwischen Faschisten und Kommunisten (Berlin, 1923) ; an article in
Internationale Presse-Korrespondenz, No. 151, September 26, 1923, p. 1304,
hailed the ban on further cooperation as proof of the embarrassment caused
in Fascist quarters by the communist tactics.

2 According to W. Krivitsky, I was Stalin’s Agent (1939), pp. §9-60, com-
munists fought side by side with nationalists and with the German police
against the Rhineland separatists in a demonstration in Diisseldorf in Sep-
tember 1923.
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and by the hindsight derived from knowledge of much later events
in Germany. The programme of national Bolshevism was, as its
name implied, an amalgam of nationalist and Bolshevik aims;
from the nationalists it took the call for a union of all Germans
to liberate the nation from the yoke of the imperialist Powers,
from the Bolsheviks it took the conception of revolution, shorn,
however, of its international framework. Critics had been quick
to point out that national Bolshevism implied both a cessation of
the class war in Germany and a national war against the proletariat
of other countries. Radek had attacked it vigorously,” and now,
in his reply to Moeller van den Bruck, briefly restated the grounds
of his objection :

In the year 1919 Laufenberg proposed a farrago (Kuddel-
muddel) of communism and nationalism. We declare frankly
that one cannot play tricks with ideas and make mixtures out
of ideas.?

The “‘ Schlageter line > represented no sort of compromise with
Fascist doctrine or Fascist policy, which continued through this
time to be an object of fierce hostility and denunciation in the
communist press. The issue of the Rote Fahne of June 26,
which printed Radek’s Schlageter speech on its front page, also
carried conspicuously reports of attacks on the workers by Fascist
gangs; and Radek once more expounded the line with complete
frankness in his reply to the criticisms of Vorwdrts, the social-

democratic newspaper :

It is the duty of German communists, if necessary, fo
struggle with arms in their hands against the Fascist insurrection,
which would be a calamity for the working class, a calamity for
Germany. But at the same time it is their duty to do everythin,
in order to convince the petty bourgeois elements of Fascism whici

! For national Bolshevism and Radek’s articles denouncing it see The
Bolshevik Revolution, 1917-1923, Vol. 3, pp. 312, 319.

2 K. Radek, etc., Schlageter: Eine Auseinandersetzung (3rd ed., 1923),
p. 20. Reventlow in his further reply just as emphatically rejected national
Bolshevism in its original form from the nationalist side: ‘‘ Three years ago
the danger of a ‘ national Bolshevism ’ among us was for a time very great. .
At that time in national and nationalistic (vélkisch) circles a mood of despair
often existed : Nothing is any use, we shall become Bolsheviks, Bolshevism is
coming, we will try to nationalize it in Germany and save Germany with its
help. That wave is past >’ (ibid. p. 35).
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struggle against impoverishment that communism is not their enemy
but the star which shows them the way to victory.!

In theory, the “ Schlageter line ”’ might be considered as a move
to the, Right; it implied that Germany was not yet ripe for a
proletarian revolution, and was in the position of a “ colonial
country where one could march together with a bourgeois national
government .2 In practice it was more favourably received by
the Left wing of the party than by the Right.3 The ‘“ Schlageter
line > was defensible only as a tactical manceuvre leading up to
an early attempt to seize power, and thus fitted in with the call
of the Left for immediate revolutionary action. On the other
hand, the appeal to the nationalists could only weaken the appeal
of the KPD to the social-democrats which was the essence of the
policy of the Right. But the issue was one of tactics rather than
of doctrine, and as such the line was accepted without question
throughout the party.+ The end in view was to seduce the rank
and file of the rival party by convincing it that the communists
alone were capable of fulfilling its desires and ambitions and, for
this purpose, to enter into a temporary agreement with the
leaders for defined and limited objectives. The policy was subject
to the same ambiguities and embarrassments as Lenin’s injunction
to British communists to ‘“ support the Hendersons and the
Snowdens as the rope supports the man who is being hanged ”,
and to enter into an electoral pact with the Labour Party while
retaining full liberty to attack it.5 It may fairly be said that both
sides embarked on the project with their eyes open and with full
appreciation of the aims of their partners. In the long run the

1 Ibid. p. 15 ; the article as originally published in Die Rote Fahne (Berlin),
July 7, 1923, carried the date-line ‘‘ Moscow, July 2 .

2 Jt was attacked on this ground a year later, when denigration of Radek
had become the rule, by a KPD delegate who had not been associated with the
policy (Protokoll : Fiinfter Kongress der Kommunistischen Internationale (n.d.),
ii, 665) ; but this criticism was not heard at the time.

3 According to Radek, ¢ comrades Ruth Fischer and Remmele carried on
this agitation arm in arm with me ’’ (Die Lehren der Deutschen Ereignisse
(Hamburg, 1924), p. 18) ; Remmele later belonged to the Centre group.

4 Brandler in his defence of it formulated a significant priority : “ Now
that the KPD has successfully won the proletarian masses for the overthrow
of the bourgeoisie, it is faced by the new important task of winning also the
hesitating petty bourgeois strata >’ (Die Internationale, vi, No. 15 (August 1,

1923), PP. 419-421). .
s See The Bolshevik Revolution, 1917—1923, Vol. 3, p. 179.

N
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Fascists perhaps showed more skill in using the communists to
serve their ends than the communists in using the Fascists. But
this was scarcely true of the temporary cooperation between them
in the summer of 1923.

It did not therefore portend any change of front when, early
in July 1923, the KPD decided to organize an *‘ anti-Fascist day *
with street demonstrations in the larger German cities on Sunday,
July 29. The strains imposed on the German economy by passive
resistance had by now become intolerable; the mark was in
headlong collapse; the prospects of disorder were serious every-
where. On July 11 the Zentrale of the KPD warned the party
of the danger of a ‘‘ Fascist rising >’ and predicted that “ we are
approaching decisive struggles . The proceedings in Berlin were
to culminate in a monster procession to Potsdam, and similar
demonstrations were arranged in other cities. Then on July 23,
1923, the Prussian Government issued a prohibition on all open-
air processions and street demonstrations on the * day . The
prohibition at once opened the rift in the KPD between the Left,
which preached action at all costs, and the Right, which believed
that the situation was not yet ripe for a revolutionary challenge
to authority. The party leadership called off the Berlin demonstra-
tion in defiance of the predominantly Left Berlin group of the
party.> The issue was carried to Comintern headquarters, and
produced there the first open disagreement on the German
question. Zinoviev and Bukharin, who were absent from Moscow
on holiday, telegraphed their encouragement to let the demonstra-
tion go forward. Radek, who hurried to Moscow, telegraphed
in agitation to Zinoviev and Bukharin that their policy ‘‘ would
mean that Comintern is pushing the party into a July defeat > —
the words being chosen to suggest the unhappy precedent of the
‘ March action .3 Trotsky, who was also absent on holiday, was
consulted, but refused to express an opinion in default of fuller

t Die Rote Fahne (Berlin), July 12, 1923.

2 Die Lehren der Deutschen Ereignisse (Hamburg, 1924), p. 55.

3 The main source for this episode is a statement by Zinoviev tosthe thir-
teenth party conference in January 1924 ; the date of Radek’s telegmm to
Zinoviev and Bukharin is there given as ] une 12 —an obwoua slip or misprint
(Trinadtsataya Konferentsiya Rossiisk h i Partii (Bol’shevikov)
(1924), pp. 168-169).
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information. Stalin shared Radek’s cautious scepticism, and was
moved to one of his rare pronouncements on Comintern affairs.
In a letter to Zinoviev and Bukharin he made an unfavourable
compagrison between the German situation of the moment and the
Russian situation of October 1917, and thought that * if power
in Germany were, so to speak, to fall to the street and the com-
munists picked it up, it would end in failure and collapse . The
bourgeoisie and the social-democrats would ‘“ turn this demonstra-
tion into a general engagement for the sake of the lesson . . . and
destroy the communists’’. The conclusion was that ‘ the Germans
should be restrained and not spurred on ”.r On July 26, with
Zinoviev and Bukharin still absent from Moscow, a telegram was
sent from the presidium of Comintern to the Zentrale of the KPD :

The presidium of Comintern advises the abandonment of
street demonstrations on July 29. . . . We fear a trap.

The main authors of the decision would appear to have been
Stalin and Radek. Zinoviev sourly recorded afterwards that
‘“ some of our comrades, relying on Radek, supported him in this
matter .2

The verdict of the presuhum of Comintern was mandatory
for the KPD. The procession was called off ; and in Berlin the
anti-Fascist day was celebrated only by indoor meetings, though
in cities where the writ of the Prussian Government did not run
outdoor demonstrations were held. It was explained in the Rote

I The Russian text of the letter has not been published. A German trans-
lation is in A. Thalheimer, 1923 : Eine Verpasste Revolution? (1931), p. 31, an
obviously faulty English translation in L. Trotsky, Stalin (N.Y., 1946), pp.
368-369. The letter was quoted by Zinoviev at a meeting of the party central
committee in August 1927 : Stalin in his reply, while stating that he had no
copy, and could not check the textual accuracy of Zinoviev’s quotation, admitted
the authenticity of the letter and described it as ‘“ absolutely correct from end
to end ”’ ; he added that he opposed ‘ the demonstration of communist workers >’
because he believed that ‘‘ armed Fascists were trying to provoke the com-
munists to a premature action *’, and did not want the communists to *“ fall into
the provocation »* (Stalin, Sochineniya, x, 61-62). The letter is not included
in Stalin’s collected works, and cannot be precisely dated. Thalheimer places
it *“ at the beginning of August ”’, Trotsky simply ‘‘ in August”, and Stalin
himself “‘ at the end of July or the beginning of August ’; but the mention of
“ this demonstration ’’ seems to prove that it belongs to the controversy which
preceded the anti-Fascist day of July 29, 1923.

2 Trinadtsataya Konferentsiva R K isticheskoi Partii (Bol’-
shevikov) (1924), p. 169.
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Fahne that “ the workers were not sufficiently prepared ”, and
that “ we not only cannot offer a general battle, but should avoid
everything that might give the enemy the chance to destroy us
piecemeal . This cautious counsel was wise, if unheroic. But
the episode had further deepened the split in the party ranks.
A meeting of the central committee of the KPD on August 5-6
went over the old ground and aired the old dissensions without
coming any nearer to a solution. Brandler looked forward to the
impending collapse of the bourgeois régime, but thought it
premature to proclaim the proletarian dictatorship, and believed
that a section of the social-democrats could still be won over by
propaganda. Ruth Fischer once again contested Brandler’s and
Radek’s conception of the united front, wanted a decisive lead by
the KPD and thought that “ the intermediate stage of the workers’
government is becoming in practice ever more improbable . A
resolution was adopted by a majority demanding ‘‘ the overthrow
of the Cuno government, the prevention of any new coalition
government, and the formation of a workers’ and peasants’ govern-
ment . The dual character of the policy to be adopted towards
Fascism was again emphasized.? The somewhat dismal im-
pression regnained that the KPD had exhausted its repertory of
words and ideas, and was not equipped, or not ready, for action.
Its mood seemed accurately to reflect the situation of the German
workers who, since 1918, had rallied easily to revolutionary
slogans and had every provocation to revolt, but shrank back
half-heartedly, when the moment came, from the decisive step.
At the moment when the impotence of the KPD was being so
ominously demonstrated, the Cuno government was already in
the throes of its last convulsions. The currency depreciated from
hour to hour and was almost valueless; the economic situation
not only of the workers, but of the whole middle class, had become
intolerable; and ‘‘ passive resistance >’ was breaking down every-
where in the occupied territory. On August 10, 1923, the Cuno
government was hit in its most vulnerable point by a strike of the
printers of currency notes. On the following day a general strike
broke out in Berlin and quickly spread to other industrial centres :
and Cuno resigned. Neither the KPD nor any other party showed

1 Die Rote Fahne (Berlin), July 30, August 2, 1923.
2 Ibid. August 7, 8, 9, 10.



CH. vII COMMUNISM AND NATIONALISM 189

any eagerness to take power, whether by legal or by illegal means.
The strike, having lost its raison d’étre with the resignation of the
government, fizzled out. Out of this bewildering void Gustav
Stresemann emerged as the strong man. He was one of the
leaders of the German People’s Party, the party of the industrialists,
and a friend of Stinnes. He represented the view of the Ruhr
industrialists that the Cuno policy of passive resistance was
bankrupt and must be abandoned. No party had the courage to
contest this view ; no other party had the courage to take practical
steps to give effect to it. This courage, combined with a certain
geniality and flexibility in negotiation, was Stresemann’s major
asset. He quickly gathered round him a government of all parties
ranging from his own on the Right to the SPD on the Left —the
so-called ‘‘ great coalition ”’: only the parties of the extreme
Right and the KPD were excluded. Radek, in an unusually
tentative article in the Rote Fahne of August 19, described Strese-
mann as the spokesman of the middle bourgeoisie and predicted
that he would seek an agreement with France. An entirely new
situation had arisen in Germany. It took some time for all
concerned, both at home and abroad, to find a new orientation.



CHAPTER 8§

BULGARIA AND THE PEASANT

Comintern, the Bulgarian crisis came to a head at the same

moment as the German in the summer of 1923. A few
days after the French troops marched into the Ruhr in January,
local elections in Bulgaria, conducted on strictly party lines, con-
firmed the verdict of the last parliamentary elections in 1920,
and upheld the precarious authority of Stambulisky’s peasant
government which had been in power since 1919. The Peasant
Union secured 437,000 votes or rather less than half the total
poll; next came the Bulgarian Communist Party with 230,000 !
the bourgeois parties taken together could muster only 220,000,
and the “ broad ” (or Right) socialists no more than 40,000. A
week after these elections the standing council of the Bulgarian
Communist Party endorsed the slogan of a * workers’ and peasants’
government >’ propounded by the fourth congress of Comintern
two months earlier ; 2 if there was any country in Europe where
this new variant of the united front was applicable, that country
was certainly Bulgaria, where the peasants formed more than
8o per cent of a total population of under 5 millions. Unfortunately
the endorsement carried so many reservations, and so much
emphasis was laid on the interpretation of the united front as
coming ‘“ from below ", that it was almost tantamount to rejection.
In its resolution of January 22, 1923, the party council declared
that “ the workers’ and peasants’ government cannot today in
Bulgaria be realized through a coalition of the communist party

BY a coincidence which played its part in the history of

1 The membership of the party, at the time of its suppression in tember
1923, was put at 39,000 (From the 4th to the 5th World Congress (CPGB,
1924), p- 44) ; the proportion between party members and voting sympathizers
was about the same as in Germany.

2 Die Internationale, vi, No. 9 (May 1, 1923), pp. 272-273 ; for the decision
of Comintern see The Bolshevik Revolution, 1917-1923, Vol. 3, p. 453.
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with the Peasant Union or through a peasant government resulting
from such a coalition *>. The Peasant Union and its government
were denounced not only as defenders of the interests of the
Bulgarian kulak, of the rural bourgeoisie, against the small and
landless peasant, but also as ‘“ a blind tool of the Entente im-
perialists .  The Bulgarian Communist Party would struggle
for ““ a union of the broad masses of workers and the masses of
small peasants under its banner ’’; and it would do everything
to hasten the moment when, with the support of these masses, it
would seize power. An official commentary by the party leader
Kabakchiev drove home this declaration of war on the Peasant
Union :

The idea and the possibility of a united front or coalition
between the communist party and the Peasant Union are com-
pletely excluded. . . . The workers’ and peasants’ government
can be created only through the revolutionary struggle of the
masses, i.e. through the independent struggle of the urban
proletarlat and of the small and landless peasant.!

In a general election of April 1923 the Peasant Union increased
the number of its votes to 500,000 and, by skilful manipulation,
secured 210 out of 246 seats in the chamber. The Bulgarian
Communist Party came next with 210,000 votes and 17 seats.?
Such was the situation when on June 9, 1923, the parties of
the Right in Bulgaria, reduced to parliamentary insignificance
but supported by the army and by Macedonian and other mal-
contents, carried out a coup d’état against the Stambulisky govern-
ment. The Bulgarian Communist Party, imitating the official
attitude of the KPD in the similar circumstances of the Kapp
putsch,? announced its neutrality in what it regarded as a struggle
between two sections of the bourgeoisie. On the day of the
rising the party council issued a statement denouncing equally
the Stambulisky government and any bourgeois government

I The resolution is in Internationale Presse-Korrespondenz, No. 57, April 3,
1923, PpP. 464-465, the commentary zbzd pp 459-464 ; the resolution also
appeargd in K h ¢ Internat l, No. 26-27, August 24, 1923, cols.
7323-7328. . . . .

2 The results are reported with the usual allegations: of ‘‘ white terror ”’ in
Internationale Presse-Korrespondenz (Wochenausgabe), No. 20, May 19, 1923,
PP. 420-471. . )

3 See The Bolshevik Revolution, 1917-1923, Vol. 3, p. 172.
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which might succeed it, and offered no positive guidance.r The
coup was completely successful. Stambulisky was murdered and
a military régime under Tsankov established. An article in the
communist party journal defined the party line: .

The Bulgarian Communist Party can in no case support the
new government of the Right parties, since this brings with it
only increased misery, new tax burdens, and a continuation of
the terror and of the repression of every revolutionary movement.
The Bulgarian Communist Party can also not help the govern-
ment of Stambulisky to return to power.2

And Kabakchiev recorded that ‘‘ the masses of urban workers
regarded the coup indifferently or even with a certain relief .3
A further statement issued by the party council on June 15
boasted that in the ‘‘armed struggle’” which was now ‘‘ approaching
its end >’ communists had ‘‘ maintained their full independence *°.4

When the regular session of the enlarged IKKI opened in
Moscow on June 12, 1923, the fate of the Bulgarian coup was still
in the balance. As the disquieting news began to come in,
Zinoviev repeated the current rumours — that Stambulisky was
arrested, that Stambulisky was dead, that Stambulisky was march-
ing on Sofiz at the head of 20,000 peasants — as well as a report
which unfortunately appeared certain : the communists at Plevna
had risen spontaneously against the ‘‘ whites >, but had been
sharply ordered by party headquarters to remain neutral. Zino-
viev was clear about the moral of these events. The slogan of the
united front must be not only proclaimed, but “ clothed in flesh
and blood . The Bulgarian communists ‘‘ must ally themselves
with the peasantry and even with the hated Stambulisky in order
to organize a common struggle against the whites .5 When it

1 Internationale Presse-Korrespondenz, No. 102, June 30, 1923, pp. 858-859.

2 Ibid. (Wochenausgabe), No. 24, June 16, p. 574.

3 Ibid. No. 105, June 25, 1923, p. 886.

4 Ibid. No. 107, June 27, 1923, pp. 916-917.

5 Rasshirennyi Plenum Ispolnitel’nogo Komiteta K isticheskogo Inter-
natsionala (12-23 Iyunya, 1923 goda) (1923), pp. 101-102 ; Zinoviev’'s opening
speech had contained a qualified eulogy of Stambulisky (see p. 197 below).
According to G. Bessedovsky, Na Putyakh k Termidoru (Paris, 1931, i, 74
(the English translation of this work under the title Revelations of a Soviet
Diplomat (1931) was apparently made from a much abbreviated and inaccurate
French version), Goldenstein, the Comintern representative in Vienna who
looked after the Balkans, had tried in vain to persuade the Bulgarian Com-
munist Party to support Stambulisky.
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became clear at a later stage of the session that the Bulgarian
party had behaved in a manner entirely contrary to these prescrip-
tions, Radek intervened to sound a note of criticism. His speech
was a plea rather than an indictment, though at one point,
throwing aside his usual caution, he declared that it was the duty
of a party with the masses behind it to fight ¢ even at the risk of
being beaten . A proclamation ‘‘ to the Bulgarian workers and
peasants *’, issued in the name of IKKI at the end of the session
on June 23, 1923, while it attributed the Bulgarian coup to ‘‘ the
scum of the European counter-revolution *°, to ‘‘ Fascist bands »
and to the complicity of the Bulgarian social-democrats, none
the less recognized that ““ the split between workers and peasants *’
was a predisposing cause.2 Soon, however, the criticism became
more outspoken. On June 28, 1923, the presidium of IKKI
issued a statement signed by Zinoviev to all ‘‘ sections of Comin-
tern ’ on The Lessons of the Bulgarian Coup. Peasant parties in
general, it argued, were no doubt rightly regarded with suspicion
as ‘“ political cannon-fodder for the bourgeoisie >>. But it must
be admitted that Stambulisky had at the outset made some
attempt at a peasant policy directed against the bourgeoisie.
The Bulgarian Communist Party was condemned for its *‘,dogmatic-
doctrinaire approach ”’; a ‘ waiting policy combined with a
gesture of neutrality betokens in such a situation a political
capitulation .3 Meanwhile the central committee of the party
met in Sofia in the first week of July, endorsed the attitude
adopted by the party council at the time of the coup as * the only
possible one »’, and dismissed the IKKI proclamation of June
23 (Zinoviev’s later statement had apparently not yet been
received) as based on inadequate information; in any case it
would now be a grievous error for the party “ to restore to the
agrarian leaders, those traitors to the interests of the working
rural population, the influence which they have lost .4 This
was open defiance. But the disciplinary powers exercised by
IKKI at this time were weak, and great reluctance was still shown

* Rasghirennyi Plenum Ispolnitel’nogo Komiteta K isticheskogo Inter-
natsionala (12-23 Iyunya, 1923 goda) (1923), pp. 254-262.

2 Jbid. pp. 300-304.

3 Kommunisticheskii Internatsional, No. 26-27, August 24, cols. 7341-7354 ;

Internationale Presse-Korrespondenz, No. 115, July 9, 1923, pp. 1007-1010.
4 Ibid. No. 120, July 18, 1923, pp. 1051-1053.
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to use them. The Bulgarian party was probably saved from formal
censure by the severe reprisals inflicted on it at home : the com-
paratively tolerant régime of Stambulisky had been succeeded by
a dictatorship which made the persecution of communists an
important part of its policy. But opinion throughout the com-
munist world was mobilized against it. Rakosi was employed
to write an article fiercely condemning its attitude.! A resolution
of the central committee of the KPD at the beginning of August
described the Tsankov régime as an alliance of big capital,
monarchists and Fascists against the proletariat and the peasantry,
and argued that in a peasant country like Bulgaria the com-
munist party could not be indifferent to an attack on the peasants
whatever the attitude of the Stambulisky régime to the com-
munists.2

What effect was produced by these admonitions in the Bul-
garian party is not certain. But Kabakchiev, who was held
responsible for the errors of the June policy,’ was now eclipsed
in the party leadership by Kolarov and Dimitrov, who showed
themselves more amenable to the promptings of Comintern and
were prepared to seek an alliance with Stambulisky’s followers
against the Tsankov régime. Preparations for an insurrection
seem to have been in progress + when the government decided
to strike first. On September 12, 1923, leading communists were
arrested throughout Bulgaria, and party offices raided and closed.s
This step forced the party into a hasty and ill-prepared rising,
which began on September 22 in western and north-western
Bulgaria with a certain amount of local support from the peasants.

1 Internationale Presse-Korrespondenz, No. 120, July 18, 1923, pp. 1053~
1054.
2 Die Rote Fahne (Berlin), August 10, 1923.

3 It is noteworthy that Kabakchiev was allowed to write in the official
journal of Comintern a long article replying to criticisms and defending the
earlier line (Kommunisticheskit Internatsional, No. 28-29, December 1, 1923,
cols. 7679-7754) ; the days of such toleration were nearly over.

4 The extent of these preparations was probably afterwards exaggerated
both by government spokesmen in justification of the ensuing reprisals and
by party historians in the interests of Dimitrov, whose participation in the
September rising of 1923 was his first important achievement; confemporary
evidence is slender.

5 This “ policy of provocation *’ was the subject of an immediate protest
by IKI?I (Internationale Presse-Korrespondens, No. 149, September 21, 1923,
p. 1285).
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It never enjoyed any prospect of success. Order was restored
after a week of guerrilla warfare in outlying districts. The mild
reprisals after the June coup now developed into a regular ‘ white
terror >’; the party was crushed out of existence or driven com-
pletely underground. The reaction in Moscow was, however,
quite different from that of three months earlier. While the
defeat could not be disguised, Zinoviev in a leading article in
Pravda now praised the Bulgarian Communist Party for its
courage and resolution. It might have seemed that, as in June
the party had failed to act in time, so now it had acted prematurely.
But no such verdict was passed. Communists, Zinoviev declared,
could not “ shrink from the struggle, when a Fascist government
had decided on the annihilation of the communist party >. What
had been achieved was that ‘“ the peasantry almost to a man is
ready to follow the communist party >. The party had ‘‘ made
good its doctrinaire errors ”’ and paved the way to future victory.?
The tone of the article in which these sentiments were expressed
suggested, however, that the writer was more concerned to lend
encouragement to the imminent German insurrection than to
analyse the fate of its ill-omened Bulgarian prototype.

The summer and autumn of 1923 was marked by one event
which, though it left no lasting results, was symptomatic of the
period : the foundation in Moscow of a Peasant International.
When the civil war in Russia ended it was clear that the victory
of the revelution had been due to the steadfastness of the peasant,
and that peasant discontent was the one serious threat to its
consolidation. The introduction of NEP meant the recognition
of the preponderant weight of the peasant in the Soviet economy.
At first this seemed to have no ideological consequences — least
of all in the international field. But when the controversy about
NEP became active in the winter of 1922-1923 the defenders of
the official policy found themselves more and more constrained
to extol the importance of the peasant; and it was in this atmo-
sphere that Comintern, at its fourth congress in November 1922,
had given its blessing to a ‘ worker-peasant government *’ as one

t Pravda, October 9, 1923 ; a translation appeared in Internationale Presse-
Korrespondenz, No. 161, October 15, 1923, pp. 1371-1372.
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of the theoretically acceptable forms of preparation for the victory
of the proletariat.! The argument was even heard, especially
when the prospects of the German revolution were discussed, that
a successful socialist revolution in an industrial country would be
exposed to the imminent danger of blockade by the capitalist
world, and might easily be starved out if it were not supported
by a sympathetic revolution in neighbouring agrarian countries.
Just as the support of the Russian peasant had been essential to
victory in October 1917, so the support of the European peasant
was a condition of a victorious European revolution. The
revolutionary movement would have the greatest prospects of
success if it were first to seize power in peasant countries such
as Rumania, Bulgaria and Yugoslavia, then spread to semi-
industrialized countries like Italy and Austria, and only then
reach a typically industrial country like Germany.2 This doctrine,
however, still seemed paradoxical to good Marxists, and failed to
obtain any serious footing in Comintern. The twelfth party
congress in April 1923 brought renewed emphasis on the peasant,
especially from Zinoviev. But this found as yet no reflexion in
Bukharin’s report on Comintern affairs, which devoted some
attention to the ‘ hundreds of millions of colonial and semi-
colonial slaves ” of the east, and specifically recommended ‘“ a
bloc between the working class and the peasantry >’ in Japan,3 but
continued to ignore the réle of the peasant in Europe.

The issue was brought to a head by the Bulgarian coup of
June 9, 1923, when the powerful Bulgarian Communist Party
stood aside while Stambulisky’s peasant régime was overthrown
by military force. At the enlarged session of IKKI a few days
later the peasant question was a major theme of Zinoviev’s
opening speech. The material was limited but he made the most
of it. The Polish Socialist Party had recently been appealing to
the agrarian discontents of the peasantry; Zinoviev exhorted
Polish communists to follow this example and to abandon the
 old-fashioned views ”’ still held by some of them on the réle of

1 See The Bolshevik Revolution, 1917-1923, Vol. 3, p. 453.

2 According to a circumstantial account in G. Bessedovsky, Na Putyakh k
Termidoru (Paris, 1931), i, 101-102, this view was being propounded by a
minority group in Comintern in the spring of 1923.

s Dwvenadtsatyi S”ezd Rossiiskoi K isticheskoi Partii (Bol’shevikov)
(1923), pp. 228, 245.
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the peasant in the socialist revolution.! Stambulisky, the news
of whose downfall was not yet confirmed, was praised for his
efforts to constitute a ‘“ Green International . The decision to
create a, Farmer-Labor Party in the United States — its founding
congress was held at Chicago on July 3, 1923 — was noted with
approval. The example of the successful tactics of the Russian
revolution was invoked to justify the new teaching :

The slogan *“ a worker-peasant government ”* is the way to
the dictatorship of the proletariat, and in no sense a denial of
the dictatorship of the proletariat.2

Nobody else contributed to the subject except Varga, the Hungarian
economist of Comintern, who thought it essential to draw a
distinction between ‘ working peasants’ and *‘ exploiting
peasants *’; 3 and the plenum passed a long resolution citing the
resolutions of the second and further congresses of Comintern on
the agrarian question and concluding that what was required to
give expression to the correct relation of workers and peasants
was ‘‘ the political formula of a worker-peasant government .4
The condemnation of the Bulgarian Communist Party for its
failure to ally itself with Stambulisky’s peasant réglme fitted into
this tactical framework.

Notwithstanding Zinoviev’s efforts, the attempt to rescue the
peasant from the subsidiary place to which Marxist doctrine had
consigned him continued to hang fire. The lessons of Russian
experience seemed to have little validity in the international
sphere. They had no application in the industrial countries of

1 Internationale Presse-Korrespondenz, No. 107, June 27, 1923, pp. 914-915,
carried an account of proposals for agrarian reform introduced into the Polish
Diet by two deputies of a peasant group affiliated to the communists.

2 Rasshirennyi Pl Ispolnite’nogo Komiteta K isticheskogo Inter-
natsionala (12-23 Iyunya, 1923 goda) (1923), pp. 36-43.

3 Ibid. pp. 47-48 ; in an article written after the session Varga called the
resolution on a worker-peasant government ‘‘ the most important event of the
session of the enlarged IKKI ”’, but thought it should be restricted to ‘‘ poor *
and ‘“ middle *’ peasants (Internationale Presse-Korrespondenz, No. 104, June 22,
1923, p- 884). In a further article (#bid. No. 116, July 11, 1923, pp. 1020-1021)
Dombal dttacked Varga’s view as ‘‘ an attempt to win the west for the slogan
of ‘¢ the village poor > which had failed to justify itself in Russia ”’, and ‘‘ an
unnecessary narrowing of the basis of our work *’ ; the campaign should appeal
to “ the broad _masses of the peasmtry

4 K kii Internat I'v Dok takh (1933), pp. 368-373.
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western Europe, and the attempt to force American political com-
binations into this pattern was farcical. In the Asiatic countries
the problem of the peasant was merged in the wider issue of
national liberation. Only in one part of the world — in eastern
and central Europe — were conditions partly analogous to those
in Russia; only here had peasant political parties risen to power.
In the summer of 1923 a Polish communist of peasant origin and
a former deputy in the Polish Diet, Dombal by name, who had
just been released from a Polish prison in an exchange for Polish
prisoners in Soviet Russia, put forward a proposal to constitute
a peasant International. Unlike several earlier projects of the
same kind, Dombal’s plan aimed at organizing the International
under communist auspices.! By a fortunate coincidence the
Soviet agricultural exhibition, originally planned for 1922 and
then postponed to the following year, opened on August 13,
1923, in Moscow.? The presence of visiting delegations from
peasant organizations abroad helped forward the project; and
what was officially called the “ first international peasants’ con-
gress >’ assembled there on October 10, 1923. More than 150
delegates represented the peasants of forty nations (including in
this total several of the republics and autonomous republics of
the Soviet Union).

The proceedings were conventional and of little interest.
Dombal opened them and played a prominent rdle throughout.
Kalinin brought greetings in the name of VTsIK and of the
government of the USSR. Zinoviev appeared only on the third
day with a message of greetings from the Communist International.
Klara Zetkin, in a rhetorical appeal, explained that * we do not
dream of wanting to incorporate the broad working peasant masses
in the ranks of the communist party >’ : all that was needed was

! 'The only precedent for Dombal’s scheme was a proposal made by Osinsky
at IKKI in March 1922 to convene a conference in Moscow of the agricultural
sections of communist parties ; IKKI approved the proposal and appointed a
committee to give effect to it (Die Taktik der Kommunistischen Internationale
gegen die Offensive des Kapitals (1922), pp. 135, 163). But nothing more seems
to have been heard of this. Dombal was exchanged with twenty-one other
Polish communists in March 1923 for a group of Poles arrested'in Soviet
Russia (Pravda, March 18, 20, 1923); he appeared as a fraternal delegate of
the Polish Communist Party at the twelfth congress of the Russian party in
April 1923 (Dvenadtsatyi S’’esd Rossiiskoi Kommunisticheskoi Partii (Bol'-
shevikov) (1923), p. 77)- 2 See p. 86 above.
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an alliance ‘“ for the common struggle against capitalism ”. A
resolution against war was enthusiastically adopted. Varga ex-
pounded at length the hopeless position of the peasant under
capitalism. Teodorovich, the People’s Commissar for Agriculture
of the RSFSR, described the position of the peasant in the Soviet
Union, whose only trouble was now the low price of his products
compared with the high price of industrial goods. It was decided
to set up an International Peasant Council, with a presidium of
twelve, as a standing institution, and to hold further peasant
congresses every two years. An agrarian institute would be
established in Moscow. Nobody hinted at the dissensions in the
Russian party which reached an acute stage while the congress
was in session. Events in Bulgaria were lightly touched on to
point the moral of cooperation between peasant and industrial
worker. Nobody mentioned the political situation in Germany
except Bukharin and Radek, both of whom spoke at a final
ceremonial meeting in the Bol’shoi theatre. Here Bukharin
remarked that the working masses in Germany were confronted
with ‘‘ an enemy armed to the teeth, who can crush them if the
proletariat and peasantry of Germany do not march together ”’;
and Radek, declaring that ‘‘ Europe is on the eve of great dis-
turbances ”°, appealed to the French and German peasants to put
pressure on their respective governments to avert the danger of
war.!

Immediately after the congress the International Peasant
Council held its first, and apparently its only, session, elected its
presidium and appointed A. P. Smirnov, a veteran Russian party
official, as its secretary-general with Dombal as his deputy. The
council lapsed at once into oblivion. The presidium continued
for the next twelve months to issue manifestoes from time to time
on current events. The only conspicuous episode in its career
occurred when, in June 1924, Radich and Kosutich, two leaders
of the Croat Peasants’ Party, visited Moscow and applied in the
name of the party to join the Peasant International. The applica-
tion was enthusiastically granted at a meeting of the presidium
on July1, 1924; and the impression momentarily prevailed in

1 The records of the congress, giving the resolutions in full and the speeches
in a much abbreviated form, are in Protokoll vom Ersten Internationalen

Bauernkongress (1924).
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Moscow that a great political success had been achieved.! The
sequel failed to justify these hopes. Radich, who appears to
have taken an unfavourable view of all Soviet politicians with the
single exception of Chicherin, returned to Yugoslavia convinced
that “ from the point of view of peasant interests the Soviet
régime is the most unpropitious known to history .2 His visit
to Moscow proved a useful card to play in the game of Yugoslav
internal politics. After some hard bargaining Radich achieved
a reconciliation with the Serb-Croat-Slovene Government and
accepted a portfolio in it; and nothing more was heard of Croat
interest in the Peasant International. Of the institutions set up
by the congress of October 1923 only the agrarian institute had
some vitality, and continued to exist for many years; no further
international congress was held.

! The relevant documents for all these events are in Die Bauerninternationale,
i (1924), 160-186.

2 G. Bessedovsky, Na Putyakh k Termidoru (Paris, 1931), i, 72-73 ; accord-

ing to this source Radich’s visit to Moscow was arranged by Goldenstein
(see p. 192, note 5 above), who was a personal friend of Radich.



CHAPTER ¢

THE GERMAN FIASCO

ment and of the establishment of a broad coalition govern-

ment under Stresemann caused an immediate sensation
among the Soviet leaders, then dispersed on vacation. Six months
later it was easy to diagnose this event as * an ebb in the high
tide of revolution ”’ ' which had been flowing steadily in Germany
for the past six months. But few people, inside Germany or
outside, took this view at the time, or had any confidence in the
ability of the Stresemann government to weather the storm. The
political barometer seemed set more certainly than ever for
revolution. On August 15, 1923, Zinoviev wrote from the
Caucasus that * the crisis is approaching ” and that *“ a new and
decisive chapter is beginning in the activity of the German
Communist Party and, with it, of Comintern .2 Brandler was
hastily summoned from Berlin for consultation. Zinoviev,
Bukharin and Trotsky all hurried back to Moscow, where an
extraordinary meeting of the Politburo was summoned on August
23, 1923, attended in addition to the members of the Politburo
by Radek, Pyatakov, Shmidt and Tsyurupa.! Radek reported
on the situation. The attitudes adopted by the leaders were
important and characteristic. Trotsky had from the first been

t Die Lehren der Deutschen Ereignisse (Hamburg, 1924), p. 41.

2 The Errors of Trotskyism (CPGB, 1925), p. 347.

3 The only published record of their meeting is in B. Bazhanov, Stalin
(German translation from French, 1931), pp. 122-126. The author, a member
of Stalin’s staff, was employed as secretary to the Politburo, to which he had
been recently transferred from the Orgburo (the decision transferring him is
reproduced ibid. p. 5). He writes from memory and in melodramatic style, and
his judgments are of little value; but his facts generally fit in with what is
otherwise known. Zinoviev, referring to this meeting a few months later,
explained that whereas, while Lenin was active, the Russian workers in
Comintern ‘‘ took counsel with comrade Lenin personally, and that was
enough ”’, it had become necessary after his withdrawal ‘‘ to replace the leader-
ship of Ilich with the leadership of the collective ” ; it thus came about that
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more profoundly convinced than any of his colleagues — Lenin,
perhaps, at certain moments excepted — that the destinies of the
Russian and German revolutions were irrevocably linked: for
him it was an emotional, as much as a rational, belief. An article
written in New York immediately after the outbreak of the
February revolution had contained an imaginary dialogue between
a critic and himself :

‘“ But what will happen if the German proletariat fails to
rise 7 What will you do then ?

“ You suppose, then, that the Russian revolution can take
place without affecting Germany ? . . . But this is altogether
unlikely.”

¢ Still, if this none the less happened ? ”’

‘“ Really, we need not rack our brains over so implausible
a hypothesis.” !

His attitude at Brest-Litovsk was governed by this overmastering
belief. Nor did the failure of the assumption to work at that
moment persuade him that it was false. Its realization was merely
postponed. Trotsky, alone perhaps of the principal Bolsheviks,
continued sincerely to believe that the chance of a victorious
proletarian revolution 