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RUSSIAN CAPITALISM AND ITS AGRARIAN
STRUCTURE (“OTRABOTKI” SYSTEM)

Part 1. Basic Courses of Development
of Russian Capitalism?

SH1zuMA HINADA

1. INTRODUCTION

The abolition of serfdom in Russia marked the beginning of primitive
accumulation of capital. Features of this process of change from serfdom
to accumulation of capital were as follows :

1) Toward the end of the period of serfdom, money was concen-
trated in the Government Bank on a nation-wide scale.?

2) The redemption payments (money) were demanded by force from
emancipated peasants throughout the nation.®

3) A large number of potential wage workers appeared as a result of
the Emancipation of serfs (in the relatively narrow labor market).?

Incidentally, the first main industries in which such money was in-
vested as industrial capital were railway and heavy industries related to
its construction.” The money was mainly invested in these industries,
according to government policy, through two methods, financial expenses
and a National Bank loan. The government underwrote a private railway
company’s debenture (or the company issued government-guaranteed stocks
and bonds) and the National Bank made a large advance to the railway
heavy industries in the form of a loan, not adhering to usual bank re-
quirements and procedures. In addition, some heavy industries including
military and naval industries, were greatly aided with preferential treasury

D Part I of this Study is based on Chapter II, Section 3 of my work, Studies in the
Agrarian History of Russia, Tokyo, 1966 [227]. I made a report, titled ‘Characteristics of
Russian Capitalism—From a Case Study of Peasant Revolution in 1905—', almost the same
as my article, The Russian Peasant Movement in the Era of Imperialism— A Socio-Economic
Sketch—{[230], Vol. 3 of this journal, for The Second Colloquium of Japanese and Soviet
Historians held in Moscow on 17-19th, November, 1975. As an Appendix of the report,
1 delivered papers, in which I stated almost the same opinion as this article, to the at-
tendance. This article comprises a rejoinder to the comment of Prof. K. E. Shatsillo,
Institut Istoriya SSSR, ANSSSR, to my report at the colloguium.

2 Gindin, [116] p. 81.

% Masuda, [235] p. 102; Kikuchi, [233] p. 486; Zaionchkovskii [132], p. 273-4.

4 Rashin, [175] p. 9, 13, 117, 172; Aramata, [225] p. 105.

5 Wada, [242(1)] p. 142; Tomioka, [240] p. 12.
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orders.”

The railway stimulated the development of the domestic market in
every aspect. In the first half of the nineteenth century, there had already
been a cotton industry all over the Moscow and Vladimir suburbs, and
iron manufacturing in the Ural area,” while in the latter half of the cen-
tury, new industrial zones were settled in Southern Russia (coal, iron, iron
and steel), Baku (petroleum), Petersburg (machine), coastal Balt, Poland and
elsewhere. In these cases, foreign capital was purposely introduced. The
railway discharged not only military duties, but also the duty to develop
capitalism by connecting various industrial zones, such as an industrial
zone and a rural community, or a rural community and a sea or a river
harbor.® But the resulting development was very forced and unbalanced.
Nonetheless, the foundation of Russian industrial revolution was established
by the early 1880’.

The completion of the Russian industrial revolution was evidenced by
the domination of mechanical production in some leading large-scale in-
dustries up to this time, growth of a central industrial proletariat and cap-
italistic concentration during the 1873 crisis, which was an overall surplus
production crisis caused by the development of capitalism.” Russian in-
dustrial revolution is characterized by the unnatural short-term completion.
It is not only because Russian industrial revolution occurred as an inevitable
consequence of internal development towards the last quarter of the nine-
teenth century,! but also because the government encouraged introduction
of foreign capital and importation of machines from European countries
to develop capitalism.'” Therefore, Lenin’s words seem correct, “In the
period from 1861 to 1905 the remnants of the serfdom still remained in
their economic (especially at villages) and political lives. On the other
hand, it was the very time that capitalism grew strongly from the bottom
and was encouraged by the upper side” (“L. N. Tolstoi and contemporary
labor movement”, 1910). His comments, especially the latter part, seem
to fit the early 1880’s, up to the completion of the industrial revolution,
very well.

Russian capitalism was functioning well in the 1890’s, especially in the
latter half. This is closely connected to the business cycle in the prosperous
European capitalistic countries.’””® But even in the 1890’s, national support

© Wada, [242(1)] p. 142.

7 Arima, [226] p. 228-256.

8) Dikhtyar, [122] p. 21.

%)  Yatsunsky, [224] p. 300.

10)  Arima, [226] p. 250.

1) Nakayama, [237(1)] pp. 36-42.

12) Pervushin, [167] p. 186; Egiazarova, [128] p. 151-2, 165.
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increased. the importance, too. Namely, this prosperity was supported by
Finance Minister Witte’s policy'® : enforce a high protective tariff,’¥ increase
grain exportation, adopt the gold standard system, construct national rail-
ways by introduction of large scale foreign capital, strengthen the legislation
of the joint responsibility system of “mir” in order to keep the peasantry
working for capitalists and landlords,” and strengthen the financial situa-
tion, transferring priority to indirect taxes.’®

In the 1890’s, the national railway construction became more important
than infusing national capital into private enterprises, differing from the
pre-1880’s (however, as for the amount of capital for enterprises of the
latter, it actually increased). The source of capital for development was
mainly from the continuous inflow of foreign capital, partially from a do-
mestic private money market which was developing a little more than
before. For instance, more stock companies were founded for five years
from 1895 than for half a century up to that time. This rapid increase
of stock companies was due mainly to the remarkable development of for-
eign companies in the railway-related industries, especially in the Southern
Russian new industrial zone. It was also due to the fact that huge com-
mercial banks, which collected capital earnestly from the beginning and
were likely to rely on foreign capital in the relatively small Russian do-
mestic money market, encouraged the newly-established companies by vari-
ous discount services.”

Being closely connected with the European money market, Russian
domestic economy in the 1890’s became prosperous. The major initiator
was, needless to say, the rallway construction on a nation-wide scale.
Therefore, the delay of the railway construction at the end of the 1890’s
caused the stringency in the European money market, which gave rise to
the Russian money crisis. This was one of the reasons the world-wide
surplus production crisis occurred in 1900.

In the 1890’s, Russian capitalistic mining and manufacturing industries
had developed rapidly. The lack of data makes it impossible to comment
on the situation before 1885, but it can be said from the consistent data af-
ter 1885, that that year was the beginning of rapid development. Accord-
ing to Prof. Gerschenkron’s calculation,” annual growth rate, 1885-1889
was 6.10 percent, 1890-1899 8.03 percent, 1900-1906 1.43 percent and 1907-
1913 6.25 percent.  In the 1890’s it exceeded that of the U.S. A. The

13)  Laue, [212] p. 104.

1) Tto, [232] p. 156-187.

15)  Yasuda, {247] p. 140-7.

%) Wada, [242(1)} p. 175-195.
1% Gindin, [115] p. 90.

18) Gerschenkron, [208] p. 146.
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average dividend rate of joint-stock corporations not only maintained a high
standard, but also rose significantly the end of the century. But as was
noted above, Russian capitalism was so forcibly developed that the internal
changes caused severe problems. Return to prosperity was, therefore, de-
layed by the marked reaction to the 1900’s crisis. That was one of the
fundamental causes of the 1905-7 Revolution.!” Even though there was
a short-term sign of recovery from 1909 after the suppression of the
Revolution, such growth and dividend rates as in the 1890’s never turned
up again®® In addition, Russian industries experiencing the prosperity in
the 1890’s had made a remarkable change in their structure.?”

The mining and heavy manufacturing industries in Southern Russia
led this prosperity. The rapid increase of fixed assets, investment, and
net profit in the iron and machine-producing industries etc. in the 1890’s,
especially in the latter half, ensured the superiority of the industries at
the end of the century.”®  In these ten years, the amount of pig iron pro-
duction doubled, particularly in Southern Russia it quintupled. At the end
of the century, it outran that of the Ural district which had many old
landlord’s iron enterprises. The techniques of the blast furnace in the

south were the newest, and while in the Ural district charcoal was used,
in the South coal was.®

2. THE FORMATION OF MONOPOLIES

Generally speaking, as for late-developing Russia® as well as for the
world economy, the period from the end of the nineteenth century to the
beginning of the twentieth century was a time of superiority of mining and
heavy manufacturing industries. Thus, radical change of organic composi-
tion of capital in Russia brought about inevitable decline of profit rate partic-
ularly in the latter half of the 1890’s.®) To stop the decline or secure the
level of profit rate, industries began to form monopolies. Rail had syndi-
cated in 1882, and nail, in 1886, but they became weakened in the 1890’s.*

19)  Gefter, [114] p. 17; Gusyatnikov, [121] p. 19.

20} Pervushin, [167] p. 192; Konyunkturnyi Institut, [26] p. 20; The Russian Journal,
78] pp. 80-134 (No. A), pp. 316-355 (No. B).

21)  Strumilin, [186] p. 89, 93, 97.

22)  Gindin, [119] p. 108.

2)  The Russian Journal, (78] p. 230 (No. A), pp. 430-433, p. 440.

24) 1 hesitate to use the words, ‘not advanced, backward, underdeveloped’ as academic
terms. In my former article I used a word, ‘more belatedly capitalized’ ([230] p. 161, 174),
but it was not proper. I will use hereafter a word, ‘late-developing’ for want of a better
word. This word is used in Johmston B. F. and P. Kilby, Agriculture and Structural
Transformation : Economic Strategies in Late-Developing Countries. N. Y., 1975.

25) Strumilin, [186] p. 89, 93, 97.

26) Krupina, [145] p. 198-200.
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We have learned that Finance Minister Witte’s policy was to repress private
monopoly subjectively for “national profit” from the railway construction.
His policy was, however, an inconsistent one and in 1901, the government
encouraged the formation of a syndicate as a joint-stock corporation.?”
This was due to the fact that a change in the fundamental economic
process forced the government to change its policy. It was almost at
the same time that the Russian economy recovered from the severe crisis
of 1900. . Thus, in 1902, “Prodamet (Russian metallurgical products sales
joint-stock corporation)”, an iron-manufactures syndicate in the South, was
established. Hence, Russian monopolistic capitalism, was about to stand
firm. Many Russian private monopolies were constituted afterwards al-
though their forms were mainly syndicates. The representative syndicates
were as follows; “Krovrya” (1907) in Ural, a galvanized iron plate syndi-
cate, “Medi” (1907), copper, “Produgori” (1906), coal, “Prodrud” (1907), iron
ore, “Prodparovos” (1901), “Prodvagon” (1904), an engine and railway wagon
industry, and “Nobel-Mazut” (1900-5), a petroleum cartel. The same hap-
pened in cement, mirror, and textile industries. There were one hundred
forty monopolistic bodies in forty-five industries up to 19092 In this
process, monopolistic bodies reinforced their control of the domestic market.
In the case of “Prodamet”, for instance, the amount of its pig iron pro-
duction increased from fifty-three percent to eighty percent of all produc-
tion quantity in the country,”™ and in 1909, it monopolized selling of all
the main iron products such as rolled steel, heam-steel, and rail steel by
strong production control and the administered prices.

The establishment of these private monopolies, especially in the mining
and heavy manufacturing industries, had a close connection with the pro-
cess in which huge banks controlled large industries. In fact, the reason
for success in overcoming the crisis of 1900, was that the government
backed up huge commercial banks’ financial policies to make a loan to
a large industries. But, towards the beginning of the 1910-1917 period,
huge commercial banks such as Russian-Asian, International Commerce,
Azov-Don, and Russian Foreign Trade Bank, depending not on the govern-
ment but on capital transfer in the international market, reinforced to
control an industry, and to unite the monopolistic industrial capital and
the bank capital. The short-term prosperity from 1909, as a link of world
business cycle, was brought about as the result of an internal impulse to
overcome a long-term depression after suppression of the Revolution, stimu-
lated by the relative enlargement of a domestic rural market in Stolypin

%) Gindin, [118] p. 103.

) Bovyikin, Gindin, Tarnovskii, {100] p. 92-3.
2) Krupina, [145] p. 212; Okada, [238] p. 28.



6 S. HINADA

reform.® . In this prosperous period, Russian financial capitalism, that is,
imperialism was established through the above-mentioned process. Volga-
Kama Bank, which was not always subordinate to foreign capital, was
ranked first on the amount of debit up to 1908, but in 1914 it fell to sixth
and Russian-Asian Bank, which depended largely on French capital, became
first. Ranked second was Petersburg International Bank, third, Russian
Foreign Trade Bank, fourth, Azov-Don Bank, fifth, Russian Commerce
Bank. Up to 1917, there were only a few changes in rank order, between
the second and the third, and between the fifth and the sixth, with no
change in the top rank. But the total amount of debit of seven huge
banks increased to 42.6 percent of all the Russian joint-stock commercial
banks’ debit in 1900, 50.7 percent in 1908, 60.5 percent in.1914, 63.4 per-
cent in 1917 and over 50 percent after 1908.%

I would like to make a summary of the formation of monopolistic
capitalism of the early twentieth century, including the problem of foreign
capital’s control of the various aspects of Russian capitalism. Obviously,
rapid heavy-industrialization was accomplished in the period of pre-World
War- I and monopolistic capital formation by domestic banks was rein-
forced.® Compared with the prosperous period in the latter 1890’s, before
World War I, the rate of inflow of foreign capital increased even more,
but . unlike the 1890’s, investment of domestic finance capital came to be
more frequent.*™

In this way, Russia joined an imperialistic war, and monopolistic
capital, above all, gained a large profit from war industries in confused
war economy. The contention between a big bourgeois’ requirement for
monopoly and a national monopolistic organ’s requirement to control various
private bourgeois groups in war economy seemed to result in the triumph
of the latter, but, actually, private monopoly centering around “Prodamet”
succeeded in uniting a national organ with private monopoly on its own
initiative.*® Although the big bourgeoisie had not yet held the advantage
of national political power, Russian monopolistic capital had already reached
such a stage that Lenin could make this statement in spring of 1917, “a
capitalistic landlord class and a bourgeois class have controlled our nation
economically for a long time. They have developed their organization
very rapidly in a political point of view by managing local communities,
national education, various meetings, the Duma, and the wartime industrial
committee, in the revolutlonary perlod of 1905~7, in the anti-revolutionary

L Hmada, [228] pp. 256-288.
"3) Gindin, Shepelyov, [117] p 55.
3) Gindin, [115] p. 400, 448. '
33  Udaka, Wada, [241] p. 109; Shepelyov, [197] p. 146-9; G1nd1n, [119] p. 142.
34) Bovyikin, Gindin, Tarnovskii, [100] p. 110.



RUSSIAN CAPITALISM AND ITS AGRARIAN STRUCTURE 7

period of 1907-14, and in the war time of 1914-17. This new class have
already “almost” held the advantage of power by 1917. That is because
the first blow at Czarism was enough to make Czarism collapse and quit
a seat to bourgeoisie”. (“Letters from afar, No. 17, 1917)

3. NATIONAL FINANCE

I would like to mention here the developing process of Russian capi-
talism from a financial and national point of view.

Late-developing Russian capitalism was encouraged and reinforced rapid-
ly by Czarism from the beginning, especially in the 1890’s, and moreover
at a final stage of monopolistic capitalism there was a sign of early state
monopolistic capitalism.

Firstly, financial revenue was mainly from working people, especially
from the peasantry in the form of redemption payments, poll taxes, and in-
direct taxes paid consistently {rom the primitive accumulation period. Speak-
ing of tax itself, the rate of tax to national income increased rapidly from
eight percent at the end of the nineteenth century to thirteen percent in
1913.® Increase in various indirect taxes, rise in tax rates and a new
levy on land resulted from the abolition of redemption payments, abolition
having been the result of the 1905-7 Revolution. Consequently, peasants
were suffering from a heavier burden which exceeded the total amount of
the former annual redemption payments, ninety million rubles. The num-
ber of peasants who failed to pay their direct taxes was so many that
introducing a progressive taxation system of other direct taxes was con-
sidered by the government. But it was, of course, impossible for the Czar
government to introduce such a system. This Czar government at the
stage of monopolistic capitalism consisted of capitalists and landlords. (It
is necessary to understand the anti-monopolistic significance of democratic
demands at this stage. Demands for the progressive taxation system of
peasants and smaller enterprisers and for inauguration of the Duma in the
revolutionary period of 1905-7 were against Russian monopolistic capi-
talism.*")

Income from indirect taxes such as the sugar consumption tax and the
liquor tax was important revenue and at the same time it ensured large
“land rents and profits” to the “Junker-type” landlords who were also the
agricultural products process manufacturers in the Southwest to the central
area. A protective customs barrier was instituted for the purpose of
boosting capitalism in heavy industries and agriculture by Finance Minister

35) Shebaldin, [196] p. 167.
36)  Anfimov, [96] p. 504.
30 Hinada, [229] p. 67; do, [230] pp. 161- 174 Skvortsov-Stepanov, [61] p. 253.
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Witte, a devotee of F. List. But it was also for the sake of having an im-
portant revenue.

Next, from the end of the nineteenth to the early twentieth century,
about thirty to forty percent of all the financial revenue was from state
enterprises, financial investment and so on. But speaking of state enter-
prise revenue, even though Postal and Corresponding and Forestry Depart-
ments showed a small profit, many departments showed a deficit.®® The
working and establishing expenses of the national railway accounted for
twenty percent of all the financial expenses. But even this national railway
had a deficit. This shows how much profits were deprived from the re-
venue of national railway as private monopolistic profits of mining and
heavy manufacturing industries related to railway, Witte’s reason for being
against private monopoly in the 1890’s.

Thus, conditions involving ordinary revenue in Russian national finance
were so difficult that Russia could not help issuing national debts even from
the early 1860’s. Especially the floatation of foreign debts was determined
by appraisal of international politics to reactionary Czarism and by con-
ditions of the European money market at the imperialistic stage® In
1906, national debts to all working financial revenues were issued, surpri-
singly, at the rate of one to two. On the one hand, the national railway
construction expenses were paid by foreign debts. On the other hand, one
of the national debts, the securities of the National Nobles’ Land Bank
and the National Peasants’ Land Bank were issued mainly in the domestic
money market. They exceeded to other in growth since the beginning of
the twentieth century. Generally speaking, by this rapid “capitalization”
of landownership (cf. land mortgage finance) in domestic money market
by landlords, the field for raising national railway capital was transferred
from the domestic to the foreign money market.'”

Hence, it should be noted that Russian capitalism is characterized by
the followings; high land rent under the “otrabotki” system in both pre-
and post- Stolypin reform,”” large capitalization expenses of landownership
in long-term domestic money market,” reinforcement of dependence on
foreign capital by issue of debts and stocks, extreme underdevelopment of
stock market, and so on.

After the analysis of financial revenues including the issue of national
debts, let us take up the problem of expenditure. Comparing two periods,
from 1887 to 1900, and from 1900 to 1913, the annual increase of financial

%) The Russian Journal, [78] pp. 636-641 (No. B).

%) Feis, [207] pp. 210-234.

40)  Shebaldin, {196] p. 178-179; Gindin, {115] p. 237-9, 431-445.

41)  Hinada, [227] pp. 247-255; do, {2281 pp. 258-261, 227-288; do, [230] p. 162..
4)  Anfimov, [90] p. 181.
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expenditure in the former was seventy-four million rubles on the average,
while in the latter it was settled at one billion fifteen million rubles.®®
From this fact, we can see that there was a more rapid acceleration trend
near the turn of the century. The first reason is increase in war expendi-
ture of the Russo-Japanese War, direct war expenditure accounting for
fifty percent and the other in the preparation period of World War I, for
construction of warships and harbors and provision of arms, ammunition,
war products, food and fodder and so on. As has already been stated, it
was also a source of both enormous profits in monopolistic capital in the
mining and heavy manufacturing industries, shipbuilding, chemical, petro-
leum, and machine industry, and incomes of “capitalistic” landlords. The
second reason is rapid increase in authority maintenance expenses from
the end of the nineteenth century such as direct countermeasure expenses
for the 1905-7 Revolution and an anti-revolution policy. This would in-
clude expenses of Stolypin reform,” as well as expenses of police, tax
business, and administration. The former, however, included development
expenses of “otrabotki” landlord economy and promotion expenses of “capi-
talism” in agriculture. The third is an increase in payment, with interest
added, of accumulated national debts. The fourth is constant increase in
state enterprise expenses like the national railway, which were transferred
to monopolistic capital.® Czarist Russian national finance just before final
bankruptcy, after the revolutionary and the anti-revolutionary period, was
hardly maintained in a chaos of war economy by covering tremendous
accumulated deficits with national debts.®® Therefore, this analysis of
national finance during Czarism proves Lenin’s above-mentioned statement
to be perfectly correct.

4. CONCLUSION

First of all, Russia became the second-class imperialistic country, taking
rank with Japan. Namely, at this time Russia exported capital to Turkey,
China, and Iran, accepting a large amount of capital from Western Europe.*”

Second, landownership was obviously inferior to finance capital, as
shown above by the data on land mortgage finance.*®

Third, nevertheless, as far as Russia was an agricultural country in
the sense that peasants comprised most of the population, landlords’ eco-

) The Russian Journal, [78] pp. 636-641 (No. B).

49 Hinada, [228] p. 288.

4) Shebaldin, [196] p. 186, 190.

4% Bovyikin, Gindin, Tarnovskii, [100] p. 113-7.

170 Ananich, [224-3] p. 224-3.

)  Gindin, [115] p. 237-9, 431-445; Hinada, [227] p. 197.
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nomic position was as important as before. And they conflicted with
democratic and socialistic revolution®™ as an important support of the
reactionary power in the imperialistic era. The landlords, as a whole,
falling under the economic control of Russian capitalism within a certain
limit and entering into a political alliance with monopolistic bourgeoisie
in general, were drawn into her capitalistic socio-economic formation.’
Fourth, the landlord’s ultimate foundation was the “otrabotki” system®
as the sweating system of high land rent and low labor reward for peasant-
workers.”® This system with low wages of industrial workers® had an
important part in the Russian capitalistic reproductive structure.
' (Continued)
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