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INTRODUCTION

Thirty-one years ago, in October [November—new style]
1917, the Great Socialist Revolution was viclorious in Russia.’
Under the leadership of the Party of Lenin and Stalin the
working class of this country, allied in battle with the broad
masses of the peasaniry, overthrew the rule of the bourgeoi-
sie and landlords and burst the chains of imperialism that
fettered Mother Russia. It saved her from enthrallment by
foreign capital and set up within her confines the most ad-
vanced and democratic system of government the world had
ever known—Soviet Government. On one-sixth part of the
globe the dictatorship of the proletariat had triumphed. A
new type of state, unprecedented in history—a Soviet, So-
cialist State-—emerged.

- The Bolshevik Party and the Soviet Government set
down the building of Socialist sodiety in our coumtly as their
immediate historic task.

The accomplishment of this mission, a herculean task in
itself, was rendered yet more difficult and complicated by
the following circumstances. In the first place, when our
country had to wage a fierce struggle to abolish ils exploit-
ing classes and build Socialism it was the: only Socidlist
S"tate in existence, a state surrounded by a hostile capitalist
world.

Secondly: althomgh capitalism in Russia had reached the
stage of imperialism, technically-'and economically Russia
was-one of Europe’s backward states. Highly developed. in--
dustrial’ and banking -capital -dominated - her ecenomy; yet
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she was an agrarian country with a vast preponderance of
small-commodity, primitive agriculture and an industry des-
titute of modern equipment, Her technical and economic
backwardness placed her in a state of semicolonial depend-
ence upon foreign capital. The living and cultural stand-
ards of her workers and peasants were extremely low.

In order to effectuate its program of building a new,
Socialist society, the Soviet State had to assure the produc-

tive forces of the country a high degree of development within

the - shortest possible period of time, considered histori-
cally, and the only way to achieve this was to modernize its
industry. The country stood in sore need of a higher level
of technology and a better organization of production than
existed under capitalism. At the same time the living and
cultural standards of the working people had to be substan-
tially raised.

The hostile capitalist encirclement made it particularly
urgent for the Soviet State to attain technical and economic
independence as quickly as possible and ensure a high de-
fensive capacity.

V. I. Lenin and J. V. Stalin, the great leaders of the So-
viet people, repeatedly stressed the danger of an armed at-
tack upon the U.S.S.R. by imperialist states, and the conse-
quent necessity of steadily increasing the preparedness of the
country and of securing its economic independence. Our
country’s fate and the fate of the Soviet people were staked
upon the progress made in this direction. :

The role of large-scale industry, particularly heavy in-
dusiry, the producer of means of production, was decisive
in the solution of these problems.

Large-scale industry constitutes the economic basis of the
dictatorship of the working class. As was stressed by
V. I. Lenin, large-scale indusiry “is the basis of the transition

to Socialism.” He stated that “...from the point of view

of the state of the productive forces, i.e., applying the main
criterion of the whole of social d‘ewvelopment it is the basis of
Socialisf economic organization, uniting, as it does, the ad-
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vanced industrial workers; uniting the class which exercises
the dictatorship of the proletarlat 71

* The country’s economic independence, and its detcnswe
capacity, are directly dependent upon the scale and technical
level of its industrial output and, primarily, that of its heavy
industry. Technical and economic independence presup-
poses high development of the machine-building industry, the
core of heavy industry, and of the metallurgical, electric
power, fuel and chemical industries.

“In the capitalist encirclement in which it finds itself,”
said Comrade Stalin, “the -country of the dictatorship of the
proletariat cannot remain economically independent if it itself
does not produce instruments and means of production at
home, if it is bogged at a stage of development at which it
must keep ifs national economy strung to the capitalistically
developed countries, which produce and export instruments
and means of production. To be bogged at this stage means
to abandon oneself to subordination to world capital.””®

In determining the rates of development of industry and
the structural changes of its branches, the Soviet State must
proceed from the mnecessity of constantly reinforcing the
country’s capacity of defence. The solution of this problem
demarnds the maximum development of a powerful heavy in-
dustry.

A modern war is a war of motors, a war of techmques
a war of economic reserves. Modern army equipment is
mechanized to an enormous extent. To be able in wartime
to produce immense quantities of engines of war of every
desciiption the country must have at 1ts beck and call a pow-
erful war industry, resting upon the solid base of highly
developed- machine-building, fuel, iron- and steel, chemical
and electric-power mdustnes

‘Heavy industry furnished the wherew 1thal for the Soual~
1st transformahon of rlculture

1 Lenin, Collected Works, Vol., XKVI p. 254. (Rués ed) .
2 Sta].m The Economzc Sltuatwn in the Soviet Uruon 193/ p 6.
(Russ. ed.)



‘The implementation of the policy" of collectivizing agri-
culture and the ensuing elimination of the kulaks as a
class presupposed. placing -Soviet farming on a new and
hlcher technical level.

.it is impossible -to develop collective fauns said
Comrade Stalin, “...itis impossible to develop machine and
tractor stations Wmthout inducing the great bulk of the peas-
antry, with the aid of the contract system applied on a
mass scale, to adopt collective forms of farming, without
supplying agriculture with a fairly large quantity of trac-
tors, agricultural machinery, etc. But it will be impossible
1o supply the rural districts with machines and tractors un-
less we accelerate the development-of our industry. Hence,

the speedy development of our industry is the key to the re-

construction of agriculture on the basis of collectivism.”!
- Heavy industry is the decisive factor in the technical re-
equipment of all branches of the national economy.

The reproduction of the fixed and circulating funds de-
pends more and more upon heavy industry, upon the quan-
tity and quality of its output (machines, mechanisms, raw
material, fuel). A development of its corresponding branches
makes it possible to introduce machinery, chemicals
and electric power into the various processes of farming,
as well as to achieve technical progress in the various
branches of light industry and in transport.

- The production of means of production is the determin-

ing factor in raising the material and cultural level of the-

Soviet people.

‘With the advance of technology industry ‘plays an'ever
greater part in the production of articles of consumption.
More and more farm products reach the consumer only af-
ter industrial processing. :

‘The industrialization of the country and the collectiviza—b

tion of agriculture ensured a steady numerical growth of

the working class; they put an end to unemployment in the.

1 Stalin, Problems of Leninism, Moscow, 1947, pp 265-6-.
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cities and to stratification and poverty in the couniryside.
In. consequence; unemployment ended once and’ for all in
the U.S.S.R. as far back as 1931. Thus Soviet rule removed
forever during the first of the Stalin ﬁve -year plan periods
one of the worst scourges from-  which the working clas=
suffers;under capitalism. ' :

By ensuring the technical re-equipment of the national
economy the development of heavy industry creates the reg-
uisite .conditions for a steady rise in the productwlty of
social labour.

Thus both the tasks of Socialist construction at home
and the internationalsituation in which it was being achieved
called - for preferential -treatment of heavy indusiry as
the leading branch of the entire national economy of ‘the
U.S.S.R.; called for its accelerated development

Lenin pointed out that i

“....unless we save heavy industry, unless werestore it,
we shall not be able to build up any industry; and without
heavy muu‘stry we “shall be doomed as an mdeponc.en’[

. counfiry. .

“The. salvation of Russia lies not only in a' good harvest
on the peasant farms—that is not enough; and not only in
the good condition of light industry, which provides the
peasantry with -consumers’ cfoods—‘chm, too, is mot enouGh
we also need heavy industry.”? '

. -Substantiating and elaborating upon the Leninist doctrine
of Socialist industrialization, Comradre Stalin said: :

“Some - comrades think . that industrialization signifies,
in general, the development of any industry. There are ec:

centrics who assume that even Ivan Grozny, who-once upon.

a time established some rudiments of -industry, was an in-
dustrialist. If:this line were to be followed; Peter the Great
would have to-be called the first industrialist. This, of
course, weuld be wrong. Not every development of industry .

© is industrialization. The pith of industrialization, its basis, is

¥ Lenin, Selected Works;, Moscow, 1947, Two-Vol. ed., - Vol 11,
p. 817. e S :
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the development of heavy industry (fuel, metal, and the
like), the development, in the final analysis, of the production
of means of production, the development of the manufac-
ture of one’s own machinery.”?

The policy of Socialist industrialization became the prin-
cipal, the general line of the Party with regard to the de-
velopment of the economy of the Soviet State and of all
Socialist construction in our country.

Socialist industrialization differs fundamentally in con-
tent, methods of realization and results from capitalist in-
dustrialization.

The development of capitalist industry entails the inten-

sification of all the contradictions inherent in the capitalist

mode of production.

The capitalist method of industrialization, Comrade
Stalin explained, “. . .leads to a conflict between the interests
of industrialization and the interests of the toiling masses,
to an intensification of the inner confradictions in the coun-
{ry, to the impoverishment of the millions of workers and
peasants. . .. ’

_ Under capitalism the confradiction between industry and
agriculture becomes more pronounced. Capitalist industriali-
zation furthermore sharpens the contradictions between the

metropolises and their colonies. Fully dependent upon their-

imperialist masters the colonies, at the dictate of the latter,
are forced to remain purveyors of agricultural and indus-
trial raw materials for the metropolises.

It is a characteristic feature of Socialist industrializa-
tion that it.is pursued in the interest of the labouring
masses, whereas capitalist industrialization spells poverty
and disaster for them. ' ‘

““What are the principal advantages of the Socialist
method of industrialization?” asked Comrade Stalin. “The

St Stahn The Economic Situation in the Soviet. Union, Partlzdat,'

1937. pp. 5 and 6. (Russ. ed.)
2 Lenin and Stdlin, Collected Essags for the Study of the Hlsnory
of the C.P.S.U.(B.), Vol. TII, p. 99. (Russ. ed.)
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fact that it leads te-a harmony of the interests of industrializa-
tion and the interests of the basic masses of the labouring
sections of the population; the fact that it leads, not to an
impoverishment of the millions, but to an imprevement in
the material conditions of these masses, not to an intensifi-
cation of the inner-céontradictions but to an ironing out and
reselution of them; the fact that it steadily widens the home
market and increases the absorption capacity of this mar-
ket, thus creating a firm internal basis for the development

" of industrialization.”!

Socialist industrialization leads to the industrial develop-
ment of the non-Russian Soviet border regions and thereby
to the abolition of their economic and cultural backward-
ness.

The Bolshevik Party pointed to Socialist industrialization
as the main road that would lead to the general development
of the country. In this connection the Party stressed the
importance. of high rates of development for industry in
general, and for heavy industry in particular. This was a
necessity called forth by the historical conditions of develop-
ment of the Soviet Union, primarily the couniry’s technical
and economic backwardness and the simultaneous capitalist
encirclement.

The question of the rapidity of industrialization in the
U.S.SR. would not have been so acute, Comrade Stalin
explained, if the Soviet Union had possessed a developed
and technically eguipped industry. However, Russia had no
such industry. The industry it had lagged 50-100 years
behind that of the principal capitalist countries.

Furthermore, the swift expansion of Soviet industry was
imperative if the preponderance in the economics of the
country of scattered small peasant farms employing extreme-
ly antiquated metheds of production was to be ended.
As Comrade Stalin indicated, it was impossible for the
Soviet Government to base itself for any great length of time

1 Ibid, pp. 99-100. -
11



upon two different foundations—on large-scale, concentrated
indusiry undergoing constant technical perfection and on
scattered, small-scale acrncultare techmcally backward in
the extreme. '

"Hence higher rates of industrial -development were bound
to and actually did become an objective necessity for the
building of Socialism, a law of development of Soviet
econoemics. o

The need to industrialize the country as quickly as
possible necessarily meant the employment of new ways
and means of industrialization, of methods fundamentaﬂy
different from those used in capltahst countries.

There industrialization, as Comrade Stalin showed,
usually begins with light industry. This is explained, in the
first place, by the fact that the development of light industry
(in which the organic composition of capital is lower and
production less concentrated) requires relatively smaller
investments than heavy industry. Secondly, capital circulates

more rapidly in light industry than in the branches of

industry producing means of production.

In the capitalist countries, where the profit motive of the
capitalists is the only stimulus of production, capital initially
tends to flow into light industry. It is only after light indwus-
try has achieved a high degree of development and huge
sums have accumulated in this industry that these ascets
begin to be diverted to heavy industry.

Capitalist countries, as a rule, develop their heavy indus-
iry with the aid of huge funds of one kind or another
derived from abroad. These may take the shape of contribu-

tions exacted from subjugated countries, or wealth obtained -

from plundering and exploiting colonies, or loans, even if on
onerous ferms.

In England, for instance, one of the principal sources
of funds for industrialization purposes was the despoliation
of colonies. The capital thus accumulated over a period
exceeding a century was eagerly absorbed by metropolitan
indusiry. But even in the middle of the 19th century light
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industry still predominated over heavy industry in England.
And it was only toward the close of the last century that
heavy industry began to outweigh the former in the econo-
my of the country.

In the other capitalist countries, which took to industriali-
zation later than England, the development of a domestic
heavy industry was a more rapid process. Still it went on
for decades.

Germany started on the road of industrialization after
the Revolution of 1848, but twenty years later she was still
an agrarian country with powerful remnants of feudalism,
was still industrially backward, with light industry far in
the lead. Thanks to her victory over France in the War- of
1870-71, Germany seized Alsace and Lorraine, rich in
iron-ore deposits, and received a contribution of 5,000 mil-
lion francs. But even with this Germany required amother
thirty years almost to become an industrially powerful
country.

It is a well-known fact that the United States developed
more rapidly than the other capitalist countries, vet it took
even this country several decades to develop its own heavy
industry.

The commencement of capitalist development in Japan
dates back to 1870. Nevertheless, at the turn of the century,
Japan’s light industry produced almost five times as much
as her heavy industry.

The victories she won in the wars with China ‘and
subsequently with tsarist Russia furnished Japan with
additional sources of accumulation. Yet it was only in
1930-35, i.e., after a lapse of 60-65 years, that owing to the
mad armaments race Japan’s heavy industry surpassed her
light industry in volume of output.

The historical experience of tsarist Russia is likewise in-
dicative of the ways and means by which capitalist industrial-
ization is arrived at. After the Reform of 1861 the develop-
ment . of capitalism in Russia proceeded at a relatively rapid
pace. Still, during the half-century of its capitalist develop-

13



ment Russia was unable to overcome her technical and
economic backwardness. - : '

The capitalist method of industrialization, with the se-
quence of industrial development inherent in it—first light,
then heavy industry—was obviously unsuited for the Land
of Soviets. The Soviet Union had to adopt a method. of its
own, a Soviet method of industrialization.

The plan worked out by the Bolshevik Party provided
that industrialization should commence with heavy industry
and that it be carried out with all possible speed and the
employment of the couniry’s own forces and rescurces. It
specified that a powerful heavy industry, capable of funda-
mentally reorganizing the entire naticnal economy and of
providing it with the most modern  technical equipment,
should be set up in the U.S.S.R. in the historically shortest
possibie period of time.

In the battle for the realization of this grand scheme,
unprecedented in the history of man, the Bolshevik Party
proceeded from the premise that the U.S.S.R. possessed all
the prerequisites for the consummation of its Socialist
industrialization policy. The tremendous advantages afforded
by the Soviet structure of state and society and the Socialist
system of economy were relied upon to bring this historical
task to a successful conclusion.

The Socialist system of economy set up in our country
liberated the productive forces from the shackles of the
capitalist mode of production. Contrary to capitalism, where
the private ownership of the means of production finds
itself in contradiction with the social character of production
and is an ever-increasing obstacle to the development of the
productive forces, public, Socialist ownership of the means

of production, which holds undivided sway in the U.S.S.R.,

fully corresponds lo the social character of production.
The development of Soviet economy is determined by
state plans which in the U.S.S.R. have the force of economic
laws of development. State plans for the development of the
national economy of the U.S.S.R. are Socialist in content.

14

The strength of these plans, as Comrade Vosnesensky points
out in his War Economy of the U.S.S.R., lies, first, in the
active constructive effort of the peoples of the Soviet Union,

the "C.P.S.U.(B.) and the Soviet Government. Secondly, the.

sirength of a Socialist plan lies in the fact that it concentrates
all the material resources of the country on solving cardinal
tasks set by the Party of Lenin and Stalin and the Soviet
State. Thirdly, the success of a Socialist state plan “is deter-
mined by the proper distribution of man-pewer and material
resources, the existence of reserves to fill possible breaches
in the fulfilment of the plan, and the observance of proper
proportions among the various fields of material production
and distribution as well as production and transportation.”!

The domination of Socialist property in' the means of
production and the planned character of Soviet economy
bar every possibility of economic crisis or depression in the
Soviet Union.

One of the principal advantages which the Socialist sys-

‘tem of economy enjoys over all others is the fundamental

change in the attitude of the worker to his work. Under cap-
italism work means work for the benefit of a capitalist, an
exploiter; it is a shackle, a burden. In the U.S.S.R. work, to
use Comrade Stalin’s expression, has become a matter of
honour, glory, valour and heroism. This new attitude toward
work is most vividly manifested in the wide spread of
Socialist emulation and of the Stakhanov movement.

The policy of the Bolshevik Party and the genius of its
Leninist-Stalinist leadership are the source from which the
great achievements of the Soviet Union and all the suc-
cesses scored in Socialist development spring.

. The correctness and vitality of the policy pursued by the
Communist Party, and the advantages of the Soviet order
and of the planned, Socialist system of economy, guaranteed
the feasibility of the magnificent scheme of transforming
backward, agrarian Russia inio a mighty advanced indus-

1 Voznesensky, War Economy of the U.S.S.R. in the Period of
the Patriotic War, Moscow, 1947, p. 145. (Russ. ed.)
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trial power within, historically, the briefest span of time.

‘Socialist industrialization became the principal battle slogan

of the Soviet people. - o .
The industrialization of the U.S.S.R. in minimum time

could only be accomplished by a maximum of effort on the -

part of the Soviet people. And the, Soviet p-eople proved
ir worth. .
th?};h‘zotremendous means necessary for the estab}lsl.rmelrllt
of ‘a powerful modern industry had to be found }mﬂ‘l‘}n the
country. “And to achieve this,” said ‘Comra}.de Stalin, 1t‘izva£s_
necessary to make sacriﬁces and to exercise the most Lbie
ous economy in everything; it was necessary to evcononllﬁ
on food, on schools, on textiles, in order ‘to accumulate : e
funds required for building up indu_stry. There. was no ot err1
way of covering the dearth of technique. T.hat is what Leni "
tatght us, and in this matter we followed in the footsteps o
i 7
Lenll%ne.alizing the necessity of taking this s-tFenuous coallﬁse_z
the Soviet people saw it through unswervingly an‘(riv .u?
ensured the establishment in the country of a first-class in
dus’tII"I{é‘ personnel question presented grea}t difﬁ‘f:ulty. To
transform the country into an advar}wc\ed 1ndustr1@ Po.\l;ver
millions of highly skilled workers, engineers and techmcm}r:s
had to be trained, trained during the very progress of the
" ction. ‘

neWT}cl;)Sn S;Iiv;flﬁculty was likewise suc%ssfwul}y‘ vco\p'edf W1Sth
During the process of building up the material pasm‘ or 2-
cialism in the U.S.S.R., large numbers of. splendid engj;zme?rbé
designers, techmicians and other qualified v;rlorl?eiys “a(;rd
trained up—men at horr;le .inlall ﬁ:i-g:s of technology

> etent to further technical progress. o
ComT?}TZegf;culties that attended the Socialist mdustrlallzﬁ-
tion of the U.S.S.R. were considerably enha.nced by the ru’[1 -
less counteractions resorted to by the enemies of the people,

1 Stalin, Problems of Leninism, Moscow, 1947, p. 521,
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all its forces into the fray to disrupt our country’s So-
cialist industrialization program.

The capitalist elements within the country, supported and
directed by the bourgeoisie abroad and the governments of
the imperialist states, organized the sabotage ang wrecking
activities in the U.S.S.R. of the old specialists of the bour-
geois persuasion. Stopping at naught, these bands of wreck-
ers attempted to disrupt the establishment of a Soviet
Socialist Industry, to Perpetuate the country’s technical
backwardness, to frustrate every effort to strengthen its
defensive capacity. :

The Trotskyite and Bukharinite would-be restorers of capi-
talism, those renegades and traitors, engaged in the same
counter-revolutionary activities. They were particularly vi-
cious in their efforts to undermine Socialist industrialization,
the technical and economic independence of our country, and
the consolidation of our national defences. Instead of indus-
trializing our country they wanted to agrarianize it. This
would-have meant leaving our country helpless and defence-
less vis-a-vis the formidable array of imperialist states
bristling with arms. The Trotskyites and Bukharinites urged
that instead of speeding up the development of heavy indus-
try first, priority should he given to light industry and agri-
culture. In opposition to the Bolshevik policy of high rates
of industrialization, they propounded the treacherous theory
of the “drooping curve,™ according to which the rate of
U.S.S.R. development was to decline from year to year.
Instead of seeking a way of overcoming difficulties they
proposed climbing down to levels dictated by “bottlenecks.”

Exposed and defeated in open battle the Trotskyites and
Bukharinites, these enemies of the people, began to practice
duplicity, degenerated into fascist agents and in their utter
depravity evolved into a band of wreckers, spies and sabo-
teurs.

the agents of international imperialism. The old world hurled

"1 Cf. p. B5.—Ed.
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" Under the leadership of the Bolshevik Party the Soviet
people made a clean sweep of these Trotskyite-Bukharinite
minions of fascism. Their complete rout was one of the
most important preconditions for the successful development
of the Soviet Union along the line of Socialist industrializa-
tion, and for the enhancement of the country’s power of
defence.

The great idea of the Socialist 1ndustr1ahzat10n of the
U.S.S.R. triumphed. It was incarnated in Soviet progress,
became a living reality.

Socialism, victorious in our country, is the result of the
magnificent transformatory labour and creative effort of the
Soviet people, led by the Party of Lenin and Stalin.

After successfully defending the independence of their
Socialist fatherland during the years of foreign military in-
lervention and civil war, after speedily restoring the national
economy devastated during this period as well as during
World War I, the Soviet people completely metamorphosed
lheir country in the course of the Stalin Five- Year Plan
periods.

The Soviet Union has become a mighty state, a highly in-
dustrialized, technically and economically independent So-
cialist power. Socialist industrialization and the collectivi-
zation of agriculture have enabled the Soviet people, guided
by the Party of Lenin and Stalin, to build up in the U.S.S.R.
a Socialist society—the first phase of Communism. In the
battle for Socialism was forged the moral and political unity
of the Soviet people and the indestructible friendship of
the nations of the U.S.S.R. The living and cultural standards
of the Soviet working people have risen immeasurably. In
the field of culture, our country has undergone a veritable
revolution,

The historic achievements of the Soviet Socialist State
during the pre-war quinquennial periods have brought into
existence the material potential requisites for active defence
and the successful conduct of modern war. During the grim
ordeal that followed the perfidious attack of fascist Germany

18
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 and her numerous satellites upon our Soviet country, it was

precisely the great achievements of the Leninist-Stalinist pol-
icy of Socialist industrializalion and the collectivization of
agriculture that enabled the Soviet people to defeat its
mortal enémies and save the country from fascist enslave-
ment. The war has proved to the entire world beyond all
refutaticn that “...the Soviet social syslem is a better form
of organization of society than any non-Soviet social sys-
tem,” that *“...the Soviet system is...a system of state
organization in which the national problem and the problem
of the cooperation of nations have found a better solution
than in any other multi-national state.” (Stalin)

The thirtieth anniversary of the Great Socialist Revolu-
tion found Soviet industry ascending in a steep upward curve,
engaged in the successful realizaticn of the grand plan
for the post-war Stalin five-year period, a plan providing
{or the rehabilitation and further development of the national
economy of the U.S.S.R. and the concomitant liquidation of
the grievous aftermath of war.

2#



CHAPTER I

INDUSTRY IN PRE-REVOLUTIONARY
: RUSSIA

Albeit Russia embarked upon the course of capitalist
development much later than the principal capitalist coun-
tries, her industry at the commencement of the twentieth
century had already acquired the most outstanding features
peculiar to the last, the imperialist phase of capitalist develop-
ment.

Russian industry held first place in the world in degree
of concentration of labour-power at its enterprises. In 1910
more than half of the total number of workers in Russia
were concentrated in establishments employing over 500
workers each, whereas in the United States similar establish-
ments comprised only one-third of all the workers.

The great strides made by the concentration of produc-
tion and the centralization of capital, as well as the heavy
investments of foreign capital in Russia’s economy, led to
the spread of monopolies in Russian industry. Early in the
twentieth century capitalist monopolies already played a
decisive part in the industry of pre-revolutionary Russia.

On the eve of the first world war syndicates controlled
the bulk of the output in the most important branches of
industry. Thus, for instance, the Prodamet syndicate in 1912
concentrated in its hands the sale of 80-100 per cent of all
the more important types of output of the iron and steel
industry. The Produgol syndicate controlled aboul three-
fourths of Southern Russia’s coal production. The oil in-

20

dustry, a number of branches of the machine-building indus-

try, and the textile, match and other industries were also
highly syndicated.

" Banking capital likewise experienced rapid concentration.
On the eve of World War I more than half of all basic bank-

~ ing capital was concentrated in the 7 biggest of the 48

commercial banks in Russia. Banking and industrial eapital
were Tapidly coalescing. In analyzing the statistical data on
the capitals of Russia’s biggest banks V. I. Lenin pointed out
that “...the merging of bank and industrial capital has
also made great strides in Russia owing to the formation of
capitalist monopolies.”?

High concentration of labour-power and development of
big capitalist monopolies were combined, in the industry of
Russia, with a low level of technique and technology, an
almost complete lack of mechanization of laborious proc-
esses and, in consequence, low productivity of labour,
Russia, as V. I. Lenin remarked, was a backward country,
. equipped with modern implements of production tfo
one-fourth the extent of England, one-fifth the exfent of
Germany, and one-tenth the extent of America.”

Considerable remnants of feudalism survived in the coun-
try’s economy right up to the Great October Socialist Rev-
olution. Huge latifundia, which belonged to the nobility
and other landlords, accounted for 70 million desyatins of
the choicest land. A variety of feudal services and other
forms of peasant exploitation dating back to serfdom were
still widespread. Russia thus was a country “...in which
modern capitalist imperialism is enmeshed, so to speak, in
a particularly close network of pre-capitalist relations.”

These deeply rooted survivals of serfdom in Russia’s econ-
omy were among the chief handicaps that retarded the de-
velopment of the country’s productive forces. V. I. Lenin
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! Lenin, Selected Works, Moscow, 1946, Two-Vol. ed, Vol, I,
p. 681.
2 Ibid., p. 703.
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pointed out that the main cause of Russia’s incredible back-
wardness and poverty was “... the mediaeval yoke of serf-
dom, which was responsible for the sorry plight of the broad
masses of the peasantry.”

The tremendous backwardness of agriculture and the
unbelievable poverty of the peasantry sharply curtailed the
capacity of the home market available to Russian industry.
This was bound to aflect the pace of its development.

The important part which foreign capital played in the
pre-revolutionary economy of Russia was likewise a charac-
teristic feature of it. As early -as the end of last century
V. L. Lenin noted that foreign capitalists were avidly pouncing
upon Russia, where the standard of life of the workers and
their wages were much lower than in other countries and
where foreign capitalists were assured of vast profils, far
in excess of profits at home.!

" Foreign investmenis in Russia not only did not decline,
relatively, in the sum total of her economy as capitalism
developed, but actually increased. In 1890 they constituted
26 per cent of the total capital of joint-stock companies in-
vested in Russian industry; by 1914 this ficure had risen to
47 per cent. Foreign capital was particularly firmly entrenched
in heavy industry. Foreign firms controlled almost
three-fourths of the iron and steel industry, more than three-
fourths of the coal industry, approximately two-thirds of the
oil industry and more than half of the machine-building
industry. Thus tsarist Russia, as Comrade Stalin. wrote,
“, .. gave free eniry to foreign capital, which controlled
such basic branches of Russia’s national economy as the
fuel and metal industries, . . .2 was paying tribute to foreign
capital. '

The vast part played by foreign capital in Russian indus-
iry considerably enhanced Russia’s dependence on the more
developed capitalist countries and was a drag on the tech-

1 See Lenin, Collected Works, Vol. I, p. 436. (Russ. ed.)
2 Stalin, Problems of Leninism, Moscow, 1947, p. 17.
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nical development of her industry. Foreign firms exerted eve-
ry effort to impede the establishment in Russia of new, vitally
important branches of industry and hampered the technical
re-equipment of her industry in general.

" Another characteristic feature of Russia’s pre-revolution-
ary economy was the pronounced colonial policy carried on
by tsarism. Particularly in the eastern and southeastern
borderlands of the country almost all districts inhabited by
non-Russians were to all intents and purposes colonies of the
central part of European Russia, appendages supplying her
with raw materials and agricultural produce.

All these specific features of the developmept of Russia’s
national economy—her belated entry upon the road of capi-
talism, the considerable survivals of serfdom, the vast im-
portance of foreign capital, the limitations of her home mar-
ket, the whole policy of tsarism, which hampered the indus-
trial development of the country and of the rich sources of
raw materials contained in her border districts-—were re-
sponsible for her immense technical and economic backward-
ness.

In 1913 industry accounted for 42.1 per cent of the ag-
gregate gross output of industry and agriculture, leaving
57.9 per cent to agriculture—a striking commentary on the
agrarian nature of pre-revolutionary Russia’s economics.

The bulk. of industrial production consisted of consumer
goods, which in 1913 represented 66.7 per cent of gross in-
dustrial output, while only 33.3 per cent fell to the share of
means of production.

‘In volume of industrial production Russia lagged far
behind that of the principal capitalist countries though she
surpassed them considerably in territery and population. In
1913 her industrial output was somewhat less than one-four-

" téenth of that of the United States, a little more than one-

sixth of Germany’s, two-ninths of Great Britain’s and two-

' fifths of France’s. Russia’s coal production was little more

than one-eighteenth of the output of the United States, one-
tenth of that of Great Britain, one-sixth that of Germany
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and two-thirds that of France; in steel smelting Russia’s pro-
duction was two-fifteenths of that of the United States, less
than one-third that of Germany, a little over a half that of
Great Britain and less than two-thirds that of France; in
cement production Russia’s figure was one-tenth that of the
United States, two-ninths of Germany’s, a little over a half
of Great Britain’s and somewhat less than France's,

In volume of industrial output Russia was 50-100 years
behind the principal capitalist countries.

The following vital items were not regularly produced
in Russia: automobiles, tractors, machine tools, intricate elec-
tric power'machinery, equipment for heavy industry, many
tools and appliances and the principal chemical products.

Technological processes were extremely antiquated, with
very little mechanization of production. In the coal industry,
for instance, only 1.7 per cent of production was mechanized
in 1913. Russia got her coa! by the use of pick and shovel.
Her iron and steel mills could not boast a single completely
mechanized blast or open-hearth furnace and almost all
laborious work in the mills was done by hand. There was
no mechanization to speak of in the timber industry, in con-
struction and in loading and unloading operations. In the oil
industry the technique of production, and particularly of
drilling, was most backward. The metal-working factories
were equipped with antiquated, inefficient lathes. Many proc-
esses were performed by hand, more especially in foundries
and smithies. Very few machines were electrically driven.

The inconsiderable volume of production, the absence of
a number of highly important branches of industry, and the
low technical level of production reduced pre-revoluticnary
Russia largely to a position of technical and economic depend-
ence upon the leading countries of the capitalist world.

In view of the extremely poor development of industry
at home, tsarist Russia had to import machine tools and
other machinery, automobiles, railway cars and seagoing
ships, building materials and various chemicals. Though
tsarist Russia possessed the richest deposits of useful miner-

24

als in the world she imperted coal, iron and steel and
various non-ferrous metals (copper, nickel, tin, etc.). Even
raw materials for certain branches of light industry were
brought.in from abroad.

Imports of industrial equipment and raw materials
reached considerable dimensions. In 1913, for instance,
7,800,600 tons of coal were imported. Petrograd, pre-revolu-
tionary Russia’s biggest industrial cenire, and the entire

- Northwest burned British coal almost exclusively. In 1913

Russia also imported 151,200 tons of fire brick and clay,
over 200,000 tons of iron and steel and their products, over
100,000 tons of non-ferrous metals, 128,800 tons of paper
and paper manufactures, about 200,000 tons of cotton,
55,500 tons of wool, 12,600 tons of cotton and woollen yarn,
efe.

A considerable part of the most important industrial
products consumed within the country was of foreign make.

In 1913 one-fifth of the coal used in Russia was mined
abroad; almost half of the raw material used in the textile

“industry was imported. Imports accounted for 43.6 per cent

of the machines used and for almost two-thirds of the
country’s superphosphate consumption. Every automobile,
bieycle and watch and every ton of rubber and aluminum
came from abroad. ‘ _
The extremely unsatisfactory working conditions added
to the heavy burden of an inordinately long working day.
Wages were a mere pittance. But even this meagre pay was
mercilessly cut down by all kinds of fines and the practice of
compelling the workers to accept part of their pay in fogd
and manufactured goods supplied by the factory commis-
sary (truck system).

- World War T found Russia unprepared both economi-
cally and militarily. The stores of rifles, cartridges, shells
and other implements of war which Russia possessed at its
outbreak were barely enough to cover requirements for the
first four months. The productive capacity of Russia’s indus-
try, particularly the war industry, was obviously inadequate.
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Soon after the war had begun the country experienced
a fuel and raw materials crisis. The sharp reduction in coal
imports which set in with the opening of hostilities seriously
reduced the country’s stocks of fuel, while attempts to in-
crease the domestic production of coal proved fruitless.

By the end of 1916 the fuel crisis was so severe that
scores of big plants working on war orders, let alone other
enterprises, were compelled to stop work.

A regular metal famine set in. At the close of the same
year Russia’s metal works produced only half the metal
required to satisfy the needs of the war industry.

Nor was the tsarist government able to solve the food
problem. The war was scarcely a year and half old when not
only the uirban population but also the army had to be con-
tent with starvation rations.

- All these causes were responsible for the highly unsatis-
factory state of the army’s munition supply. During World
War I the shell supply (in weight) per Russian soldier was

only one-twentieth that of the German soldier. The scarcity -

of guns and even rifles was acutely felt in the tsarist army.
Reinforcements went to the front without arms. In many
instances men in the army on active service had to share
their rifles with one or two other soldiers. After the Febru-
ary [March—new style] Revolution of 1917, as a result of the
continuing war and the mismanagement of the bourgeoisie,
industrial production plunged downward at an even accel-
erated pace. The fuel and metal famine became extremely
acute. Factories and mills closed in increasing numbers
month after month. In August and September alone 231
enterprises employing 61,000 workers shut their gates, accord-
ing to the undoubtedly understated figures given by the
magazine Promyshlennost i Torgovlya (Industry and Trade).

The steadily increasing sabotage of the Russian bourgeoi-
sie was one of the principal causes of the economic prostra-
tion. Ryabushinsky, one of the country’s biggest capitalists,
openly proclaimed that the impending revolution must be
strangled by the gaunt hand of famine.
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Lenin and Stalin indefatigably exposed the counter-revo-
lutionary essence of the sabotage practised by the Russian
bourgeoisie. “The capitalists,” Lenin wrote, “are deliberately
and persistently sabotaging (damaging, stopping, disrupt-
ing, hampering) production, hoping that a terrible catas-
trophe will spell the collapse of the republic and democ-
racy...."!

Comrade Stalin remarked in an editorial which appeared
in the Rabochi i Soldat (Worker and Soldier) of August 6,
1917, that the Russian capitalists want “... the triumph of
the interests of their purses, even at the price of Russia’s
doom. .. .2

Orne of the forms of sabotage resorted to by the bourgeoi-
sie was the concealment of stocks of raw material and fuel
at the various enterprises. For instance, Nobel, thewell-known
oil concern, which in September 1917 had available for deliv-
ery to the Government 150 million poods of oil, declared
only 82 millicn poods and actually delivered even less, name-
ly, 65 million poods.

The collapse of transport was another serious factor ag-
gravating the general economic crisis. Every month average
daily carloadings dropped. A considerable number of cars
and locomotives got cut of commission.

The financial crisis was acute in the extrems,

The living conditions of the workers sharply detericrated.
Famine stalked the land.

The Sixth Congress of the Bolshevik Party, which took
place at the end of July and the beginning of August 1917,
thus characterized the economic situation in the country:

“As a result, after three years of war, Russia’s economizc

~ condition is as follows: complete exhaustion in the sphere of

productive labour and disorganization of production, com-

plete dislocation and even collapse of the transport system,

public finances in a state verging on utter ruin and, con-
1 Lenin, Selected Works, Moscow, 1947, Two-Vol. ed., Vol. 11,

p. 86.

¢ Stalin, Collected Works, Vol. TII, p. 192. (Russ. ed.)
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sequent upon all this, a food crisis approaching famine, an
absolute shortage of fuel and of means of production in
general, progressive unemployment, vast impoverization of
the masses, and so forth. Already the country is falling into
the abyss of final economic decay and ruination.”

Thus the government of tsarist Russia proved powerless
to solve the problems of war economy during World War 1.
“In pre-revolutionary Russia... the -domination of private
property in the means of production,” Comrade Voznesensky
pointed out, “attended by a low level of development of pro-
ductive forces, and dependence on foreign capital, gave rise
to insoluble difficulties in the conduct of the war of 1914-17.*

What could save the country from final economic decay
and ruination? : ,

Basing itself upon Lenin’s and Stalin’s works and pre-
cepts of this period and proceeding from Lenin’s historic
April Theses, the Sixth Congress of the Party of the Bolshe-
viks furnislied an exhaustive reply to this question. The only
way out of the critical situation in which the country found
itself was to end the war and organize production not in
the interest of the handful of financial oligarchs but in the
interest of restoring the war-devastated national econocmy,
in the interest of the workers and peasants. But “such organ-
ization of production in Russia,” the Congress noted, “can
be carried out only by an organization controlled by proletar-
isns and semi-proletarians, which presupposes the transfer
to them of political power, too.” Thus a way out of the eco-
nomic catastrophe could be effected only by adopting the
course of Socialist revolution and the transfer of power to
the Soviets. At the same time the congress deemed it neces-
sary that in the sphere of economics a number of decisive
revolutionary measures should be carried out, measures
which under a dictatorship of the proletariat would ensure
the regulation of production and distribution according to
plan.

1 Voznesensky, War Economy of the U.S.S.R. in the Period of
the Patriotic War, Moscow, 1947, p. 22. (Russ. ed.)
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Most important among these measures were the nationali-
zation of the land, the banks and a number of syndicated
undertakings in the oil, coal,sugar and metallurgical indus-
tries; the nationalization of transport; the establishment of
real workers’ control of production and distribution as a
transition measure leading to the state administration of pro-
duction; the establishment of a state monopoly of foreign
trade and the organization of a proper exchange of goods
between town and country.,

The Party also mapped out measures to remedy the des-
perate financial situation. Its Sixth Congress held that it was
essential to stop at once the further issuance of paper money,
to renounce the domestic and foreign debts of the state (with

due consideration, however, for the interests of small bond

holders) and to thoroughly re-arrange the entire taxation
gystem. v

The Sixth Congress of the Bolshevik Party played an im-
portant historical part in the life of our country. It was the
congress of direct preparation for the October Socialist Rev-
olution, with the aim of establishing the dictatorship of the
proletariat. It headed the Party and the people for the over-
throw of the rule of the landlords and the bourgeoisie, for
the armed uprising, for the Socialist Revolution.



CHAPTER II

INDUSTRY DURING THE FIRST FEW
YEARS OF SOVIET RULE

The October Socialist Revolution expropriated the land-
lords and capitalists from the means of producticn and con-
verted these means'into the property of the people. It created
in our country all the prerequisites for an unprecedentedly
rapid development of its productive forces, for the building
of a Socialist society, for the transformation of our country
from a backward into a powerful, highly industrialized So-
cialist power.

The victory of the Socialist Revolution confronted the
proletariat, now in power, with the enormous task of re-
constructing the old economy and creating a new, Socialist
economy.

No sooner had Soviet rule been established than the Bol-
shevik Party set about the task of solving these problems.
The basis of its plan was the economic plaiform that had
been worked out in advance, on the eve of the October So-
clalist Revolution.

On November 8, 1917, literally on the morrow of the
victory of the armed uprising in Petrograd, the Second All-

. Russian Congress of Soviets adopted its historic decrees on

peace and land.

As had been decided at the Sixth Congress of the Bol-
shevik Party, workers’ control was introduced in the nation-
al economy. On November 27 the All-Russian Central Exec-
utive Committee of Soviets passed the Regulations on Work-
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ers’ Control, which provided for the introduction of such
control “in all industrial, commercial, banking, agricultural,
fransport and cooperative societies and other enterprises
employing wage workers or giving out homework.”

The Regulations equipped the organs of workers’ control
with vast powers—the right to supervise production, to fix .
the minimum output of an enterprise, to take measures
for the ascertainment of production costs and to control
all the business correspondence of the enterprise. In order
to make these rights effective the government abolished
business secrecy by compelling the owners of enterprises
fo submit all their books and accounts, as well as their
entire business correspondence to the organs of workers’
control.

On introducing workers’ control the Soviet Government
and the Bolshevik Party considered this measure a step
preparatory to the nationalization of indusiry and its ad-
ministration by the state, a school for teaching the mass of
the workers how to manage industry.

But with all the vast importance of workers’ control 1ts
organs naturally were unable to solve the problems that arose
in connection with the general regulation of the country’s
economic life. The creation of an authoritative government
agency charged with directing the regulation of production
and the administration of the national economy was an ob-
vious necessity. On December 14, 1917, the Supreme Council
of National Economy was organized.

The nationalization of the banks carried out in Decem-
ber 1917 greatly undermined the economic power of the
bourgeoisie and promoted the planned development of in-
dustry and the whole of the national economy.

Thus within a span of less than two months after the
October Revolution historic changes were brought about in
the field of economics: private ownership of land was
abolished; land became state property, was owned by the

. whole of the people. Workers’ control was introduced; the

banks were amalgamated and nationalized. A supreme organ

31



of admlmstratlon of the national economy, partlcularly of
industry, was set up.

In executing these political and economic measures cal-
culated to exfricate the country from the state of prostration
and poverty into which it had fallen and to make planned,
Socialist construction possible, the Soviet Government and
the Bolshevik Party had to quell the fierce resistance of
the overthrown capitalists and landlords. The foreign bour-
geoisies and their governments had to be counteracted. The
Government and the Party also had to overcome the active
opposition of the kulaks in the countryside and of the lower
middle-class elements in the cities.

In the struggle against Soviet rule the counter-revolution-
ary bourgeoisie and landlords were faithfully served by the
Mensheviks and Socialist-Revolutionaries, the "Trotskyites
and the Bukharinites. These agents of the bourgeoisie hoped
largely for assistance from the foreign imperialists. They
banked on intervention. The Trotskyites and Bukharinites
provoked war with German imperialism, strove fo help

. the imperialists by making the war against Socialism
easier for them,” as Lenin said, “while Socialism is still
weak, and when the chances of the war are manifestly
against Socialism.”!

In spite of the Trotskyites and Bukharinites, the Men-
sheviks and Socialist-Revolutionaries, the Central Committee
and the Seventh Congress of the Bolshevik Party and also
the Fourth Extraordinary All-Russian Congress of Soviets
decided in March 1918, on motion of Lenin, Stalin and Sver-
dlov, to withdraw from the imperialist war and conclude
peace.

The respite thus secured made possible the commence-
ment of Socialist development.

The urgent problem of organizing the administration of
the country, of restoring the productive forces destroyed by
the war and the mismanagement of the bourgeoisie, of en-

1 Lenin, Selected Works, Moscow, 1935, Vol. VII, p. 353.
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suring the economic progress of the country and of firmly
malntalmnﬂ' revolutionary order faced the Party and the
Soviet Govemment in all its magnitude. '

But the solution of this problem required a ruthless
struggle against the anarchic indiscipline of the lower middle
class, for during that period this indiscipline represented the
greatest danger. -

Lenin demanded that this petty-bourgeois anarchism be
overcome and that strict order be instituted at work, that
discipline be considerably tightened to enhance the produc--
tivity of labour.

Socialist emulation on a mass scale, possible only where
the country’s economy is organized socialistically, was to
figure large in the system of measures intended to raise la-
bour productivity. ' :

If labour discipline and labour productivity were to be
decidedly improved one-man-management had to be insti-
tuted at each enterprise. It was further necessary to enlist
the services of the old specialists, to utilize their experience
and knowledge, to see that they are so circumstanced thaf
they will work for the Denefit of the people, of Socmhst
economy.

Furthermore, an end had to be put to the sqaandez ing
of state property. People had to be taught how fo manage
thriftily, to be conscientious in handling property entrusted
to-them and ‘strictly to account for the same.

Under these circumstances it was very important to or-
ganize a national system of accounting and control of the
production and distribution of goods.

However, the respite gained in 1918 was of very short
duration. The Entente imperialists and the counler-revolu-
tionaries at home launched a crusade against the Soviel Stats
in the middle of 1918. Its inspirer was that notorious Brilish
imperialist Churchill. The reactionary forces of the entire
capitalist world tock the field against the great Socialist Rev:

olution. For a long time the country was turned into a be-
sieged: camp.
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The position of the young Soviet Republic was very pre-
carious. The ceniral part of Russia was repeatedly and for
long periods cut off from the country’s most important raw
material, fuel and food supply districts (the Ukraine, North
Caucasus and Transcaucasia, the Urals, Siberia, Turkestan
and the Far East).

The Bolshevik Party and the Soviet Government appealed
to the entire Soviel people to defend their Socialist fatheriand,
All work was governed by the Party and the Government’s
principal watchword: “Everything for the Fromt!” The
country was {ransformed into one vast battleground.

The maximum mobilization of all the resources of the
country for the purposes of defence made it necessary to
introduce the economic policy of War Communism, as it was
called. With a war on against domestic and foreign counter-
revolution, the Soviet Government had not only to nation-
alize large-scale industry but also exercise conirol over
medium and even smali-seale industry, institute a system of
appropriating agricultural surpluses from the peasantry and
introduce universal labour service.

During the first six months following the October Social-
ist Revolulion only cerfain capitalist enterprises had been
nationalized, mainly those which refused to submit to the
decrees of the Soviet Government and sabotaged produc-
tion. _ o
Thus, for instance, the decree of the Council of People’s
Commissars dated January 9, 1918, ordering the confiscation
of the property of the Kyshtym Mining District Joint Stock
Company, signed by Comrade Stalin for the chairman of the
Council of People’s Commissars, stated: '

" “Whereas the factory management of the Kyshtym Min-
ing District Joint Stock Company has refused to comply with
the decree of the Council of People’s Commissars providing
for the introduection of workers’ control in production, the
Council of People’s Commissars herewith resolves to con-
fiscate all property of the Kyshtym Mining District Joint
Stock Company, of whatever nature this property may be,
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and declares it to. be the property of the Russian Repub-

On June 28, 1918, the Council of People’s Commissars
issued a decree on general nationalization in which the big
industrial and commercial establishments, together with all
their capital and other property in ail branches of industry
were declared the property of the Republic.

- The nationalization of large-scale industry was a highly
important measure of the Soviet State, which annihilated the
economic basis of the bourgeoisie and laid the foundation
for a broadly-conceived planned organization of Socialist
industry.. By nationalizing the land, banks, large-scale indus-
fry and railroads and establishing a monopoly of foreign

‘trade, the Soviet Stale gained conirol of the key positions

of the couniry’s economy and placed the dictatorship of
the proletariat on a solid economic foundation.

The transfer of industry to the state brought up the im-
portant question of organizing its administration anew. The
extremely scanty fuel, electricity and raw material resources, -
as well as the shortage of plant, necessitated a highly
ceniralized allocation of material resources, a concentration
of production at the largest enterprises and a distribution
of orders in accordance with a single plan.

To this end the operative direction of the separate en-
terprises was concenirated in the so-called Central Admin-
istrations or Cenires. The Central Administrations, which
embraced separate branches of industry (Tsentrotekstil,
Tsentrotsement, Glavsteklo, Tsentromed, Glavsol, Giavtabak,
Glavsakhar, Glavkozh, etc.), were in direct charge of all
branches of activity of the various enterprises subordinated
to them. :

Industrial development encountered extreme difficulty
in the period of 1918-20. The fuel problem was one of the

' most complicated, for the principal coal and oil districts—

the Donets Basin and Baku—had been in the hands of the
foreign interventionists and the domestic counter-revolution-
aries for a considerable length of time.
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The Bolshevik Pariy and the Soviet Government took
determined steps to overcome the fuel crisis. The whele.
country was roused {o combat the fuel famine. In November
1919 the Central Commiitee of the Russian Communist Par-
v (Bolsheviks) sent a circular letter to all Party organiza-
ti-ons, stating in part:

.the fuel crisis threatens to undo all Soviet work:
hand and brain workers are quitting because they are cold
and hungry, trains loaded with grain are siranded and
it is precisely ’che fuel shortage that is bringing on real
disaster.

“The fuel quﬂshon has become the cardinal problem,

overshadowing all others. The fuel crisis must be overcome
at any cost, otherwise it will be impossible to solve any
problem, whether of focd or of war or of the economy as
a whole.”?

'On account of the coal and oil shortage particular aiten-
tion was paid to the procurement of wood (crganized lum-
bering and haulage). Great efforts were made to increase
peat production, which Lenin considered of great imporlance.
In 1918, 61.9 million poods were extracted; in 1919 this
figure rose to 67 million and in 1920 to 82 million.

But in spite of the heroic efforts of the working class
fuel consumption throughout the country dropped consid-
erably.

The metal supply for indusiry during these years like-
wise presented a highly complicated problem. In consequence
of the extreme fuel shortage, of the absence of large con-
tingents of workers who left the factories for the front and
of military operations in the territory, the smelting of iron
and steel in the Scuth of Russia during 1919-20 came to an
almost complete standstill. Blast and cpen-hearth f{urnaces
were blown out one after another,

In order to assuage the metal famine resolute steps were
taken to maintain metal production in the cemiral regions

t Directives of the C.P.S.U(B.) on Economic Questions, Sotsekgiz,
1931, p. 10. {(Russ. ed.}
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and the Urals, where a considerable number of blast fur--
-naces burnt wood. The rich industrial-crop regions of Cen-
tral Asia were cut off from the central parts cf the country
for a lengthy period. Moreover the import of cotion, jute and
other types of agricultural raw material had ceased.

The dearth of raw materials and forel made necessary the
strictest centralization in their allocation and in the granting
of priority of supply to plants of prime importance to the
national defence.

The “Theses of the Central Committee of the Russian Com-
munist Party (Bolsheviks) in Connection with the Situation
on the Eastern Front,” written by Lenin on April 11, 1919,
played an important part in stimulating the mass of the work-
ers to greater activity and improving work in many eco-
nomic organizations. In these theses the Party appealed for
a maximum effort to better the economic condition of the
country and organize work in a revolutionary way. “The
Central Commitiee,” the theses state, “appeals to all Party
organizations and all trade unions to set to work in revo-

" lutionary style, and not confine themselves to the old stereo-

typed methods. .

“We must bend all our efforts, display revolutlo nary
energy...."”

The theses evoked a hearty response from the workers
and supplied the impulse for the rise of a remarkable move-
ment among the working ﬁeople the Communist subbot-
niks?

It was started by the workers of the Moscow-Kazan rail-
way, who on May 18, 1919, carried out the first subbotnik.
Their initiative was followed by the workers as a body at
many other establishments. V. I. Lenin immediately " tock
note of the heroism displayed by the workers in the rear-and
he summarized the significance of this phenomenon in hxs
famous pamphlet, “A Great Beginning.”

1 Subbotniks: Days (ormmally Saturdays) or part davs dexoted
10 urgent. Socially necessary: work performed collectively, volxmtaulv
and gretuitously by public-spirited citizens. S
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Lenin attributed enormous importance to the arranging
of Communist subbotniks by the workers on their own ini-
tiative. Lenin looked upon the subboiniks as first manifes-
tations of a Communist attitude toward work, as-the actual
commencement of Communism. “It is,” wrote Lenin, “the
beginning of a revelution that is much more difficult, more
material, more radical and more decisive than the over-
throw of the bourgeoisie, for it is a victory over personal
conservativeness, indiscipline, petty-bourgeois egoism. ...

At the close of 1919 the Red Army routed Kolchak (east-
ern front) and Denikin (scuthern fromt). A short breathing
space now intervened, which permitted part of the forces
to be transferred fo the economic front.

Several thousand Communists were assigned the task of

helping in the rapid restoration of the railway transport sys-
tem. Measures were faken to return skilled workers to the
factories there to ply their special frades.

This peaceful interval made it possible to proceed to the
drawing up of a single economic plan. The Ninth Congress
of the Russian Communist Party (Bolsheviks), which tock
place in March-April 1920, specially noted the significance
of this circumstance, “The prineipal requisite for the coun~
try’s economlc rehabilitation,” the resclution of the con-
gress stated, “is the unswerving execution of a single
economic plan designed to cover the immediate historical
period.”

Industrial prooress required a further and decided
strengthening of the principle of one-man-management. The
Congress went into this question very thoroughly. It resolved
that ... the actual carrying into practice, in high places
and in low, of the repeatedly enunciated principle that a
definite person -must be definitely responsible for definite
work is a nécessary condition of amy improvement in
the organization of the economy of production and in
its growth.” S

4;ZLenln Selected Works, Moscow, 1947, Two-Vol. ed, Vol II,
jos
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‘At the end of April 1920 international imperialism made
one more attempt to overthrow the Soviet Government. This
time it was the Polish gentry under Pilsudski and Wrangel’s
Whiteguard army, the last stand-by of the Russian counter-
revolution, who with the direct support of the British and
French imperialists simultaneously took the field against the
Soviets.

Soviet industry, which had only just begun its recon-
version to thé production of civilian goods, was again com-
pelled to devote a considerable part of its capacity, of its
material and human resources, to the production of arms
and ammunition. ) ‘

As 1920 drew to a close Soviet Russia defeated the forces
of foreign intervention and completely wiped out the White-
guard armies on its territory. It thus brought the war against
the domestic and foreign bourgeois-landlord counter-revolu-
tion, which had lasfed almost three years, toc a victorious
conclusion.

The victory of Soviet Russia in the Patriotic War of
1918-20 against 14 states was a victory not only of the front,
of the army, but also of the rear. It was a victory of the
new, Soviet system and of the Leninist-Stalinist leadership

" of the Party and the Soviet people. “No army in the world,”

wrote Comrade Stalin, “can be victorious (speaking of course
of a lasting and solid victory) without a stable rear. The
rear is of prime importance to the front....”

It would have been impossible for the Red Army
to defeat the foreign intervientionists and the domestic
counter-revolutionaries without the firm support of our
people. '

The vast advantages of the Soviet order and of the So-
viet economic system asserted themselves in the achievement
of victory over the foreign and domestic foe. Indubitably, no
other government in the world would have been able to hold
out in face of the d1fﬁcult1es which the young Qoth Repub'

-+ 1°Stalin, Collected Works, Vol. IV, p. 323, (Russ.» ed)
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lic'had to cope with: durmo the perlod of foreign mtervenhon
and civil war.

".As. a result of the four years of 1mper1alis’c war and throe
years of civil war, the indusiry of our couniry was in great
distress..

~In 1920 the output of large-scale industry dropped to
less than one-seventh of 1913, the manufacture of loco-
motives decreasing to almost one-sevenith, of railway cars
to one-twenty-fourth, elecirical machinery to less than one-
eighteenth, - and cement and bricks to between one-thirty-
fifth and one-fortieth. In 1920 pig iron smelting was only
2.4 per cent of 1013; copper smelting had come to a
complete stop. = - ‘ ' )

‘Such was the scratch from which the process of restor-
ing our industry had to start. And when we speak of the
rate of growth of Soviet industry and compare the level
-achieved with the 1913 level, we must bear in mind that in
1920 our indusiry had been forced down far below the
1913 level. :

The termination of the period of foreign iniervention
and civil war enabled the Communist Party and the Soviet
Government to proceed to the framing of one single state
plan for-the development of the national economy.

At the Eighth All-Russian Congress of Soviets, which
was held at the end of December 1920, a plan for the elec-
trification of Russia (the Goelro plan) was debated and ap-
proved.” This was the first long-range single state plan for
the national economy. The congress appealed to all work-
ing people of the country to exert every effort to bring
this plan—the great economic program of the Party of
Lenin and Stalin—to fruition.

Designed for a period of 10-15-years the Goelro plan
conlemplated not only- the extensive construction of new

electric™ -stations” but "assigned tasks to all the more’

important branches of the national economy as well: To
Lenin and Stalin.the electrification of the ¢ountry did not
ruean the erection of isolated power stations buat the fechuni-
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cal reconstruction of the whole national economy on the

.foundation of a modern, _large-secale, electrically-opera.ted

industry. D ‘
The Goelro plaﬂ »spel.lﬁcally stated: “To draw up a pro;-
ect, for the electrification of Russia means to sound the
keynote for all constructive economic activity, to build in
the main the framework required to carry out the single
siate plan for the national economy.”
.. The following table gives the Goelro targets for the
most important branches of industry:

B"{‘;gg:fr;f ! Units 1913 | 1920 ggféﬁ
Pig iron. . . .| mill. tons 2 | 0.118 | 8.2

Steel . ....| . 2 | 0194 | 6.5

Iron ore » " 9.2 0.164 19.6

Copper - . . .| thou. tons 31.1 0.3 81.9

Coal . ....| mill tons 29.1 | 8.6 62.3

Oit . ...l 9.2 | 8.8 |11.8-16.4
Peat. . . . .. " " 1.7 1.4 16.4
Cement . 1.5 | 0.0% | 7.7
Bricks . . . . . 1000 mill. 2.1 | 0.2 10.0

The Goelro plan aimed to lay the foundation of Social-
ist economy in our country, to accomplish the principal

-tasks of Socialist construction in the U.S.S.R.—the speed-

iest achievement of technical and economic' independence
and the enhancement of ‘the couniry's defensive capa-
city. These targets were to be reached by industrializing
the national economy, giving priority of development
to heavy indusiry, to the production of means of produc-
tion: :

i
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Growth of Industrial Qutput According to the Goeiro Plan
(in per cent of pre-war level)

Large-scale indusfry . . . . . . . ... oo - 180-200
~ of which:

-Production of the means of production (Group A) . . . 218.7

- Metal industry . . . . . P 194.2

Chemical industry . . . . . . . . . . ... .. 250.0

Building materials . . . . . .. .. oL 0oL 2568.0

Fuel . . .« . o oo o o oo s 157.0

Mining. . . . . ... .. [P 160.0

Production of means of consumption (Group B) . . . . 147.4

Textile industry . . . . . . . . . .. ... ... 146.5

Food industry

Lenin and Stalin considered the Goelro plan of para-
mount importance. “In my opinion it is a second program
of our Party,” V. 1. Lenin said of the plan to elecirify Russia.

In a well-known letter written by Comrade Stalin to
V. 1. Lenin concerning the Goelro plan, Comrade Stalin char-
acterized it as “a masterly outline of a really single, a real-
ly state economic plan, without quotation marks. It is the
only Marxist attempt in our day to provide the Soviet su-
perstructure of economically backward Russia with a really
practical production foundation—the only foundation tech-
nically possible in the present conditions.”*

Thus the Soviet people on the threshold of their tran-
sition to peaceful Socialist construction received a grand
program of economic regeneration arnd transformation of

the country, a program providing for the building of the _

groundwork of the Socialist economy of the country and
directing the struggle for the economic independence of our
Soviet State. :

‘1 Lenin and Stalin, Collected Essays for the Study of the sttory
of%eCPSU(BLPmuwM 1936, Vol. II, p. 365. (Russ. ed.) :
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CHAPTER III

- INDUSTRY IN THE U.S.S.R. DURING
THE PERIOD OF RESTORATION
OF THE NATIONAL ECONGMY

Upon the defeat of the main forces of intervention and
of the Whiteguards the Soviet people turned to the task of
peaceful economic consiruction. The continuation of the

building of Sccialism required the speediest possible devel-

opment of industry and agriculture, the expansion of trade
and a decided improvement in the living conditions of the
working people. Success on the economic front was the
decisive factor in :d.etermining the destiny of the Revolu-
tiom.

The war over, economic progress based on the former
policy of War Communism had become impossible. This
policy, correct while the war was in progress, was not suit-
able for the peaceful economic development that set in

- after the war.

At its Tenth Congress (March 1921} the Party of Lenin
and Stalin adopted a new economic policy (N.E.P.) which
was intended to promote the building of Socialism but by
cther methods of economic construction than those em-
ployed during the period of War Communism.

Comrade Stalin gave the following classical definition
of the essence of the New Eccnomic Policy: '

“The N.E.P. is a special policy of the proletarian state
designed to permit capitalism while the key positions are
held by the proletarian state, designed for a contest be-
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tween the capitalist and the Socialist elements, designed for
an increase in the role of the Socialist elements to the det-
riment of the capitalist elements, designed for the victory
of the Socialist elements over the capitalist elements, designed
fo destroy classes and lay the foundation of Socialist
economy.”!

In order to raise the level of agriculture and industry
and revive trade, a transition had first to be effected from
the system of appropriating farm produce surpluses to the
tax in kind. This tax was lighter than the assessmenls un-
der the surplus appropriation system. It left the peasaniry
the surplus of their farm produce and granted them the
right {o trade freely in this surplus. This stimulated them
to rapidly increase the output of their farms. Private trade
was permitted and private capital allowed to be invested
to.a limited extent in small and medium-scale indusiry. In
" -the sphere of state industry the business initiative of the
separate establishments was encouraged and their material
interest in the results of their enterprise stimulated. Exces-
sive managerial centralization was done away with.

~ The Trotskyites and other enemics of Socialism, who
were steering toward a restoration of capitalism in our
country, viewed the N.E.P, solely as a retreat before capital-
ism. This conception had nothing in common with the
Leninist-Stalinist conception of the New Economic Policy,
which, while permitting a temporary retreat, envisaged an
offensive against the capitalist elements to the poini of their
elimination. After the lapsé of only one year, at the Elev-
enth Congress of the Party, V. L. Lenin stated that it was
now necessary to stop 'thée retreat, regroup forces and
launch an offensive against private capital.

The works of Comrade Stalin contain a profound eluci-
dation and’ further elaboration of the doctrine of the New
Economic Policy. “In reality,” said Comrade Stalin in 1930
at the Sixteenth Con,gress of the Party, “N E.P. presupposes

1 Lenin and Stalin, Collected Essays for the Stady of the sttorg
of the CP.SULB.), Partizdat, 1888, Vol. IIL, p. 33 (Russ. &d.)
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not only a retreat and permitting a revival of private trade,
a revival of capitalism while safeguarding the regulating
role of the state (the initial stage of N.E.P.); in reality,
N.E.P. also presupposes, at a certain stage of development,
the Socialist offensive against the capitalist elements, the
restriction of the field of activity of private trade, the rela-
tive and absolute reduction of capitalism, the growing pre-
dominance of the socialized sector over the unsocialized
sector, the victory of Socialism over capitalism (lthe present
slage of N.E.P.).*

The development of the Land of Soviets along the track
laid down by N.E.P. fully- confirmed Lenin’s and Stalin’s
appraisal of this policy. ’

The transition te N.E.P. introduced substantial changes
in the conditions under which industry was developing.
Many small industrial establishments were leased to co-
operative organizations and private individuals. However,
private capital played no great role in industry. By the
end of 1923 upward of 5,500 small enterprises employing
approximately 80,0600-90,000 workers had been let, yet the
proportion of private indusiry was only 4.4 per cent of the
enlire factory output in 1923-24.

The New Economic Policy likewise contemplaled a
slight development in the domain of co ncessions; however,
they constituted but a barely perceplible factor in our econ-
omy. ' '

The new policy produced changes in the organization
of management and the principles of work in state Socialist
industry. The principle of business accouniing was introduced
in all state establishments. Enterprises were united to
form trusts. The adoption of business accounting allowed
the trusts a certain degree of independence in their daily
fransactions, authorized them to do the purchasing neces-
sary to carry on production and to sell the products of their
factories.

1 Stalin, Leninism, Moscow, 1933, Vol. II, p. 297.

45



The transition to peaceful construction in pursuance of
the New Economic¢ Policy demanded that the entire system
of Socialist planning be consolidated. On February 22, 1921,
a decree of the Council of People’s Commissars set up a
State Planning Commission (Gosplan) under the Council of
Labour and Defence (S.T.0.). Scon the Government formed
planning agencies in every branch of economy: an
Industrial Planning Commission, a Central Fuel Plan Com-
mission under the Ceniral Fuel Administration, an Inter-
departioental Planning Commission for Transport, etc.

After reorganizing the management of industry and re-
arranging the principles governing its work in accordance
with the New Economic Policy, the Party and the Govern-
ment fixed the following target for the immediate future:
the speediest possible increase of industrial output, the
restoration of the pre-war level in industry ai a record
pace.

During the first few years of N.E.P. great importance
attached to the rapid expansion of light industry and agri-
culture, a measure calculated to improve the supply of
the urban population and increase the exchange of com-
modities between town and couniry. .

. Of vast importance also was the accelerated rehabilita-
tion of the raw material and fuel industries. One of the
principal obstacles to indusirial progress was the acule
shortage of circulating funds. A considerable part of the
industrial plant was condernned to idleness for lack of raw
materials, auxiliary supplies, fuel and electricity. Accelera-
tion of the production of coal, oil iron ore, iron and steel
and electric power, as well as the restoration of the irans-
port system, was imperative.

Accordingly, the bulk of investments during the first
years of N.E.P. went to the mining and extracting indus-
tries and to light industry.

iAs a result only one or two years after the transition to

peaceful construction industry had made considerable prog-

Tress.
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For 1921 large-scale industry as a whole registered a 42.1
per cent increase in output; for 1922, a 30.7 per cent and
for 1923 a 52.9 per cent increase.

Infuriated by the initial successes achieved in the restora-
tion: of the national economy the enemies of the Party and
of the Soviet people endeavoured in every way fo disrapt
this progress. The Trotskyites made palpably capitulatory
and treasonable proposals, namely, that the most important
branches of industry should be turned over to foreign con-
cessionaries and that the debis of the tsarist government,
which had been cancelled by the October Revolution, should
be paid. Bukharin and Sokolnikov proposed that the foreign
trade monopoly be abolished. Trotsky treacherously suggest-
ed -shulting down such huge plants as the Blyansk and
Putilov works, which were of paramount importance to the
national defence, assigning as his reason that they did not
yield a profit'at that time. The Twelfth Congress of the Bol-
shevik Party administered a decisive rebuff to all these capit-
ulators who sought to surrender to capitalism.

Despite the high rates of development of industry and
agriculture the couniry still experienced considerable eco-
nomic difficulties. In 1923 the output of large-scale industry
was worth 4,000 million rubles. This was almost three times
as much as industry produced in 1920, but it still constituted
little more than one-third of the pre-war volume of output.
At the end of 1923 the couniry still had about one million
unemployed. :

In the autumn of 1923 the economic dislocation of the
couniry became more pronounced and an appreciable dis-
crepancy arose between the inordinately high prices of in-
dustrial goods and the very low prices fetched by farm
produce.

This discrepancy was the result of unthriftiness in- pro-
duction, disdain for questions of economics, high overhead
expenses in industry and exorbitant prices for manufactured
goods fixed by business executives o the detriment of in-
dusiry’s development. ' :
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The Trotskyite Pyatakov, who at that time -was in the
Supreme Council of National Economy, gave the business
executives the criminal directive to squeeze out as much
profit as the traffic would bear by rocketing prices.

A sales crisis set in in industry,

The sales resistance encountered in the disposal of man-
ufactured goods was to be largely explained by the severe
- depreciation of Soviet currency at the iime.

But the Government and the Central Committee of the
Bolshevik Party did not permit the sales crisis to become
protracted or aggravated. Telling counter-measures were
adopted. The prices of manufactured geoods for general con-
sumption were lowered. A drive was launched on a broad
scale for economy, rationalization, and retrenchment of over-
head expenses.

The policy of the concentration of production pursued
by the Government and the Party was of gréat importance
for the economic regeneration of industry. The shortage of
circulating funds felt during the first few years of N.E.P.
caused interruptions in the supply of raw material and ma-
chinery to industrial establishments. It furthermore led to an

incomplete utilization of their production plant, which in

turn was responsible for high production costs. Under these
condilions it became necessary to concentrate production at
the biggest establishments, those technically best equipped
and most conveniently sitnated {rom the point of view of
proximity of raw material sources and of distribution
centres of the finished product.

In its resolution on industry the Twelfth Congress of the
R.C.P.(B.) particularly stressed the necessity of “a radical
concenlration of production at the technically best equipped
and geographically most suitably situated enterprises.”’!

The currency reform undertaken at that time had a very
favourable efTect on the development of the entire nafional

1 Diiectives iof the C.P.S.U.(B.) on Economic Questions, Sotsek-
giz, 1931, p. 116. (Russ. ed.) o ¢ , >
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economy and particularly the liquidation of the sales crisis
of 1923. The severe economic straits in which the country
found itself during the Civil War had been reflected, in par-
ticular, in a sharp depreciation of the ruble.

The Party and the Government adopted a series of meas-
ures calculated to establish a stable currency, to consolidate
public finances and remove the budgetary deficit. Such a
currency, introducing the chervonets, was being successfully
established throughout the country. Whereas on January 1,
1923, the currency . consisted almost entirely of rapidly de-
preciating old paper money, cherventsi had displaced this
money 90 per cent by the beginning of 1924. The issuance of
the old money ceased and by June 1924 it had been complete-
ly withdrawn from circulation. The country was now pro-
vided with a stable currency.

The lowering of prices of manufactured goods, the con-
centration of production at the biggest and technically best
equipped enterprises, the rationalization of production and
the systematic practice of economy as well as the menetary
reform made it possible swiftly to overcome the sales crisis
and arrange the normal circulation of commodities through-
out the country.

Already in 1924 industry increased its volume of output
by 16.4 per cent in comparison wih the preceding year. The
rate of increase achieved during 1925—66.1 per cent—was
a record for all the years of Socialist development.

The initial successes achieved in capital constructicn con-
stituted one of the factors contributing to the upsurgence of
industry in 1924-26, In 1921-23 investments in industry had
been so insignificant that they did not even cover deprecia-
tion, on which account the fixed production fund of industry
not enly did not increase but actually decreased. During the
fiscal year of 1923/24 (at that time from October 1 to October .
1) the process of the so-called “eating up” of the fixed fund
stopped. In that year about 210 million rubles were invested
in industry under the jurisdiction of the Supreme Council of
National Economy, which about corresponded to the depre-
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clation figure. In 1924/25 capital construction amounted
to nearly 385 million rubles (in 1926/27 prices), almost
100 million rubles in excess of deductions for depreciation.
During the next fiscal year (1925/26) expenditures on
capital construction already amounted to 811 million rubles,
depreciation totaling 360 million rubles. Thus the end of the
restoration period already witnessed the beginning of the re-
production of the fixed fund on a progressively increasing
scale.

The rapid numerical increase of workers facilitated the
industrial progress. Whereas in 1921 the average number of
workers employed in large-scale industry was 1,298,000, that
figure rose in 1925 to 2,119,000, i.e., increased 63 per cent.
Labour discipline improved considerably. The participation
of the working people in the improvement of production
became more active, as was clearly exemplified by the spread
of preduction conferences. Wages rose steadily. According
to the figures published by the State Planning Commission,
during the period of October 1922 to January 1924 average
daily wages of workers in the fourteen most important
branches of nationalized industry increased approximately
90 per cent. Labour productivity more than doubled during
-the restoration period.

Soviet indusiry’s exceptionally high rates of growth
swiftly brought it close to pre-war levels. In 1925 large-scale
industry’s output represented a value of 7,739 million rubles,
or 75.5 per cent of the 1913 figure. The following year the
pre-war level was exceeded by 8.1 per cent. The Socialist
sector had become predominant in industry: 81 per cent of
all industrial output in 1925 was accounted for by Socialist
enterprises. ‘

The attainment of the pre-war level of industrial pro-
duction within a span of six vears despite the tremendous
‘destruction of productive forces that our country had suffered
was splendid evidence of the immense superiority of the
Soviet system of economy over the capitalist system of
economy. ‘
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In France and Germany, for instance, the curtailment

of production as a result of World War I had been consider-

ably less than in Russia in 1920. Nevertheless it took ap-
proximately fen years for the industries of these cCountries
to be rehabilitated—much longer than it took the Soviet
Union.

Moreover, Soviet industry was restored wholly without
the aid of foreign capital. The Soviet Union attained its
rapid rates of restoration and of the further development
of the national cconomy without any assistance from
abroad, resorting exclusively to its own sources of accumu-
lation, ; ‘

On achieving the 1913 level, the national economy of the
Soviet Union was squarely confronted with the problem of
the further prospects of Socialist construction. Pre-revolu-
tionary Russia’s level was the level of a country agrarian in
lype, and backward and dependent in point of technique and
economy. Both the domestic task of Socialist consiruction
and the conditions of development of the U.S.S.R. as affect-
ed by the international situation urgently demanded that
this lag be overcome with all possible speed.

In order to achieve the technical and economic independ-

" ence of the Soviet Union and decisively increase its de-

fensive capacity, in order to lay the economic foundaticn of
Socialism within the country and ensure constant improve-

" ment in the living and cultural standards of the working

people, it was essential that the volume of industrial output
be multiplied several times over in the shortest possible span
of time, that new branches of industry of vital importance
to the country be organized and that the entire national
economy undergo technical reconstruction. This in turn re-

' quired that within a few years thousands of new factories

and mills be built all over the country, that a new production
apparatus be created, primarily for heavy industry, which
is the cornerstone of the entire national economy. The suc-
cesses achieved by Socialist industry were to serve as the
basis for the assumption of a decisive offensive against the
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capitalist elements all along the front, for their elimination
and the victory of Socialism in our country.

All these problems were to find their solution in the
policy of Socialist industrialization, which contemplated
forced rates of development in industry in general, and in the
production of means of production in particular. During
the initial period of N.E.P. the tasks of raising the level of
agriculture and light industry and of developing trade were
given priority. The Soviet State at that time had not yet ac-
cumulated sufficient funds for new consiruction on a large

-scale, But by the end of 1925, when the national economy

approximated the pre-war level, the industrialization of the
country had become the paramount practical task of the
day. The development of the production of means of produc-
tion was to be accelerated and on this basis the entire nation-
al economy was to undergo thorough technical recon-
struction.

At the Fourteenth Party Congress (December 1925)
Comrade Stalin focused the attention of the Party and the
country on the struggle for the realization by every possible
means of the policy of the Socialist industrialization of the
U.S.S.R. as the general line of the Party,

“The conversion of our countiry from an agrarian into
an industrial country,” he said in the political report of the
Central Committee of the C.P.S.U.(B.), “able to produce the
machinery it needs by its own efferts—that is the essence,
the basis of our general line.”!

“We must advance our industry,” Comrade Stalin taught.
“We must expand our industry as rapidly as possible and
increase the number of workers 2 and 3-fold. We
must transform our country from an agrarian into an indus-
trial country, and the sooner the better.””2

The Trotskyite-Zinovievite band of traitors to the country

1 History of the Communist Party of the Soviet Union (Bolshe-
viks), Short Course, Moscow, 1945, p- 276.

% Stalin, The Economic Situation in the Soviet Union, Partizdat,
1937, p. 7. (Russ. ed.)
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severely denounced this course of Socialist industriali-
zation.

The Trotskyite Sokolnikov and others who took the floor:
at the Fourteenth Congress of the Party to oppose the
Leninist-Stalinist plan of socialistically industrializing the
Soviet Union proposed to agrarianize the country. Theirs was

& plan of Dawesization, under which the Soviet Union was
to remain an agrarian country, exporting raw materials and
foodstuffs and importing machinery. This was a treacherous
plan of economically enslaving our country, of converting it
into a puny, impotent appendage of the capitalist world—a
plan which would have left the U.S.S.R. to face the heavily
armed imperialist camp unarmed. - ‘

The Trotskyite-Zinovievite opposition was shown in its
true colours at the congress of the Party. The Party unan-
imously endorsed the Leninist-Stalinist line of the Socialist
1ndustr1auzat1on of the country.

"‘The congress charged the Central Committee of the Party
to pursue an economic policy that would enable the U.S.S.R.
“to ensure” its “economic mdependence and would shield it
against being converted into an appendage of capitalist world
economy; for which purpose it is to steer a course of indus-
frlathUO‘ the country, of developing the production of means
of pro‘duc’uon and accumulating reserves for economic ma-
noeuvring.”

As industry approached the pre-war level the problem
of new capital construction assumed decisive 1mportance
Toward the end of the restoration period the old plant was
in the main utilized to the full and contained no reserve to
speak of for the further growth of production. As early as
April 1926, the Plenary Session of the Central Committee
of the C.P.S.U.(B.) noted that “industry was utilizing the
fixed capital inherited from the bourgeois epoch almost com-
pletely and was dependent upon the re-equipment of enter-
prises and the building of new factories and mills for its
further expansion....”

On the strength of this the problem of fixed funds, the
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problem of accumulating monetary and material means, be-
came the focal point in the operation of industry. In seeking
a solution for the problem of fixed funds the Soviet Union
could not resort to such methods of obtaining the necessary
wherewithal as the imposition of war contributions, a prac-
tice peculiar to capitalist countries. Nor could it resort to
the seizure and plundering of colonies, the granting of con-
cessions on onerous terms or the contraction of loans in
capitalist countries on like onerous terms. ,

- Making good use of the advantages afforded by the So-
cialist system of economy the Soviet people, in pursuance of
the wise policy of the Communist Party, adopted a new
course, unknown to the capitalist countries, the course of in-
dustrializing the country by drawing upon its internal sources
of accumulation. State ownership of the factories and
mills, of the transport system, the land and the banks: the
foreign trade monopoly, the concentration of domestic trade
in state and cooperative organizations, the abolition of in-
comes from exploitation and of parasitic consumption—all

\ these furnished the state with reliable and constantly increas-

ing sources of revenue for the purposes of industrializa-
tion. .

Taking the precepts of Comrade Stalin as its premise the
Fifteenth Conference of the C.P.S.U.(B.} (October 26-No-
vember 3, 1926) laid down concrete ways of struggle for
Socialist sources of accumulation. -

The process of extended reproduction in Soviet industry
was to be maintained primarily by creating new masses of
surplus product within industry itself. Besides, supplemental
funds were to be assigned from other branches of the nation-
al economy via the state budget to industrial construction.
At the same time the Party completely rejected the proposal
of the Trotskyites to tax the countryside out of all propor-
tion, as this would break the bond between town and coun-
Iry and in the long run would frustrate the entire scheme
of industrializing the U.S.S.R.

Private savings were also to be utilized through cooper-

54

atives, savings banks, state loans, efc., as important sources
of accumulation. '

The amounts accumulated in industry were directly de-
pendent upon the economy and rationalization attained in
its operation. A regime of strict economy was to apply to
all the work of the economic organizations.

In response to the appeal of the Party the struggle for
the rationalization of production became widespread. The
circulating fund was used to greater advantage, labour pro-
ductivity increased and administrative, managerial and
other overhead expenses declined. This made it possible to
augment the volume of capital construction in industry from
year to year. In 1926/27 as much as 1,090 million rubles
(in 1926/27 prices) was invested in planned industry, and in

- 1927/28, 1,335 million rubles.

The expansion of plant, its improved utilization and the
increase in the number of workers made it possible for in-
dustry in the U.S.S.R. to continue its high rate of growth
after.it had attained the pre-war level. l

The rapid development of Socialist industry during thi