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From the Author

In recent years many developing countries have
introduced either complete or partial state monopoly
of foreign trade in the belief that this would pro-
mote greater economic independence, better utilisa-
tion of natural resources and a faster rate of eco-
nomic development.

State monopoly of foreign trade is not a novelty.
It was introduced in Soviet Russia a few months
after the victory of the October Revolution of 1917.

What does state monopoly of foreign trade mean?
What does it consist in? In what way does it fur-
ther a country’s economic independence and develop-
ment?

State monopoly of foreign trade means that all
foreign economic relations are administered and con-
trolled exclusively by the state. Its main function
is to safeguard and promote the interests of the
country as a whole in the sphere of foreign trade.

The experience of the Soviet Union shows that in
the period of consolidating political and economic in-
dependence, state monopoly of foreign trade protect-
ed the country’s economy from the onslaught of
foreign capital, and made it possible to work out a
unified foreign trade policy, and to prevent foreign
interference in the country’s internal affairs.



Not only does state monopoly of i
guarantee the independent dex?elo%mentf chfe 1tghr; (fgicrif
try’s economy; it facilitates its reconstruction alon
soc1ahst, lines and provides reliable protection of thg
country’s economic interests on the world market

This booklet tells how and when state forei n
trade monopoly was introduced in the Soviet Uniogil

how it functioned and wha i
t benefit
the Soviet people. s it brought to

Why State Foreign Trade Monopoly
Was Infroduced

Let us first take a look at the Russia of 1918, when
the term ‘‘state monopoly of foreign trade” entered
the economic lexicon.

The peoples of Russia had just overthrown the
government of the capitalists and landlords and em-
barked on the construction of a new society. The
state received a grim heritage from the tsarist re-
gime. Notwithstanding the establishment of capital-
ist relations and a livening up of industry in the

Britain, Germany and France.

On the eve of the First World War (1914-1918)
Russia’s per capita output of iron and steel was one-
cleventh of that of the United States and one-eighth



Foreign capital held strong positions in the lead-
ing branches of the economy. In 1913 foreign invest-
ments in Russia’s economy totalled 1,700 million ru-
bles, or 41 per cent of the entire joint-stock capital
in Russia. Involvement in the world war was a
heavy drain on the country’s resources and caused
economic disruption, especially in transport. Grain
crops fell sharply. The foreign debt rose to an un-
precedented extent, as a result of which the coun-
try’s dependence on foreign capital further increased.

Russia’s backward economy could not withstand
the immense strain imposed by the war. Famine hit
the majority of the cities, and throughout the coun-
try there was a shortage of raw materials and fuel.
Besides causing additional hardships for the cities
this led to a grave situation in industry, forcing
hundreds of factories and plants to close down. With-
in only a few months in 1917 five hundred and sixty-
eight enterprises employing over 104,000 people
were shut down. Unemployment reached a mass
scale by the autumn of 1917. Workers’ wages drop-
ped to half of that of 1913, while prices went up
cight times.

But then came the victory of the armed uprising
in Petrograd (now Leningrad), in October 1917.
Breaking the frenzied resistance of the ruling clas-
ses, the revolution spread to the whole country. The
government of the capitalists and landlords was
overthrown, and the exploitation of man by man was
abolished in Russia.

The newly created state of workers and peasants
was faced with extremely difficult tasks: it had to
overcome the sabotage of former officials and spe-
cialists, crush the resistance of the remaining ex-
ploiters, rebuild the national economy on the basis
of public property, and repulse the attack of foreign
imperialists.
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The Soviet government immediately abolished
landlord property rights; all land was nationalised
and became the property of the whole people. The
state took over the major banks and some of the
large enterprises. At all enterprises workers’ con-
trol was introduced over the production and distri-
bution of commodities. The Soviet republic annulled
all agreements on foreign loans concluded by the
tsarist and bourgeois governments, thereby ending
forced financial dependence on the big imperialist
powers. The worker-peasant government proceeded
to nationalise more banks and large industries and
the railways. Deepgoing economic changes were
carried out over a number of years. Tt required pro-
longed and strenuous efforts to gradually oust pri-
vate capital from all spheres of economic life and
create a planned economy. The tasks involved in a
complete transformation of the national economy
could be carried out only after the economic inde-
pendence of the young socialist state was assured.

The difficulties connected with the revolutionary
break-up of the old state machinery and the creation
of new administrative bodies to take its place were
multiplied as the country’s national wealth was in
danger of being plundered. Foreign as well as Rus-
sian capitalists hastened to take out of the country
everything that they could. This is why only a few
days after the victory of the revolution the Soviet
government established control over the export of
foodstuffs, fabrics, footwear, gold, silver and jewelry.
Military-revolutionary committees in all towns were
instructed to safeguard export and import goods.
In Petrograd shipments of privately-owned goods
from bonded warehouses were stopped. And on De-
cember 29, 1917 the Council of People’s Commissars
issued a decree introducing a temporary system of
state control of foreign trade.

2—1099 2



goods out or into the country unless a special per-
mission was presented.

Actually there was nothing fundamentally new in
such a system of state control. It was an instrument

previo tect certain branches
of the competition. But in
Soviet he foreign trade ap-
paratu who retained close

contacts with industrialists and merchants and with
representatives of foreign capital. Under these cir-
cumstances neither customs protection nor a ban on
imports and exports could be a reliable barrier
against the

Besides, m

would not

ment of so

the whole national economy along socialist lines.

phasised that “under the circumstances indicated
any of the wealthy industrial countries can complete-
ly break down such tariff barriers. To do this it
will be sufficient for it to introduce an export bounty
to encourage the export to Russia of goods upon
which we have imposed high import duties. All of
the industrial countries have more than enough mo-
ney for this purpose, and by means of such a mea-
sure any of them could easily ruin our home in-
dustry.”
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The breathing space the young republic got after
signing the Brest peace treaty with Germany in
March 1918 and after its declaration of nonbelli-
gerency in the world war opened up opportunities to
establish trade ties with some European countries.
But with the permissive-prohibitive system operating
in foreign trade the initiative remained in the hands
of private capital. Naturally, the bulk of foreign
trade profits went into the pockets of private im-

porters Only to an insignificant de-
gree co the workers and peasants use
foreign ote the economic transforma-

tion of the country.
So that all profits from foreign trade would re-
main in the hands of the state and be used to
national-
way to-
gn trade
for state
control of foreign trade as well as by the introduc-
tion of state monopoly on trade in grain and some
other goods.

A Revolutionary Decree

On April 22, 1918 Lenin signed a government de-
cree on establishing state monopoly of foreign trade.
It read as follows:

“I. All foreign trade is hereby nationalised. Trade
deals for the buying and selling of any type of prod-
ucts (products of the mining and processing indus-
tries, of agriculture, etc.) with foreign states and in-
dividual commercial enterprises abroad shall be car-
ried out by the authorised agencies on behalf of the
Russian Republic. All import and export transac-
tions conducted with foreign countries by bodies
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other than the authorised agencies shall be prohib-
ited.

“II. The nationalised foreign trade shall be admin-
istered by the People’s Commissariat for Trade and
Industry.”

Thus, already at the beginning of 1918 the state
had assumed the key positions not only in industrial
production, but also in the sphere of circulation, in-
cluding the sphere of foreign economic ties.

However, in practice it was not possible to estab-
lish state monopoly of foreign trade immediately
after the signing of the decree. The respite from war
came to an end. The joint forces of internal counter-
revolution and fourteen imperialist powers attacked
the young Soviet republic. But nevertheless foreign
trade operations in the period of the foreign inter-
vention and civil war, which were insignificant in
volume, were conducted in a centralised manner by
the People’s Commissariat for Trade and Industry.

Victory over internal counter-revolution, achieved
in the main towards 1920, and the rout of the for-
eign interventionists enabled the Soviet republic to
start implementing the decree on establishing state
monopoly of foreign trade, and on its basis to con-
duct the exchange of goods with other countries. In
1920 a People’s Commissariat for Foreign Trade was
set up and charged with the direction of the natio-
nalised foreign trade and goods exchange. The Com-
missariat was the republic’s sole agency vested with
the right to conduct all trade relations with foreign,
state, public institutions and private organisations,
commercial and industrial enterprises and indivi-
duals, and to implement all measures and carry out,
through the respective bodies, all operations con-
nected with the import and export of goods. All
foreign trade operations were to be conducted accord-
ing to state plans for export and import. The draw-
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ing up of these plans was entrusted to the Foreign
Trade Council of the Commissariat.

Thus the state came to assume full control of one
of the most important sectors of the country’s econ-
omy—foreign trade. State monopoly of foreign trade
was called upon to accomplish three main tasks:

— to facilitate the building of the country’s econ-
nomy on socialist foundations with the aim of trans-
forming the country from an agratian to a highly
developed industrial power;

— to defend the socialist economy under construc-
tion against possible economic intervention by the
capitalist world, and against the influence of the
spontaneous world capitalist market;

— to ensure peaceful coexistence with the capital-
ist countries by pursuing the peaceable Soviet for-
eign policy in the sphere of foreign economic rela-
tions.

Opposition to State Foreign Trade
Monopoly *

The introduction of state monopoly of foreign
trade was met with fierce resistance on the part of
international reaction as well as of Russian capital-
ists, who, though limited in their scope of activity,
still held important positions in the Soviet repub-
lic’s economy and trade during the first years of So-
viet rule.

For international capital the introduction of state
foreign trade monopoly meant the loss of the possi-
bility to plunder the abundant resources of Soviet
Russia, to take valuable raw materials out of there,
and to dump on the Russian market goods which
might have been produced domestically. It virtually
made it impossible for international capital to join
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forces with capitalist elements inside Russia which
were hoping to restore capitalist relations. It adverse-
ly affected the basic interests of world capitalism
as well as those of the propertied classes of the for-
mer tsarist empire, now overthrown by the revolu-
tion.

The imperialists used diverse forms and methods
of struggle against the Soviet system of state mo-
nopoly of foreign trade. After the failure of the
14-power intervention and of the counter-revolution-
aries’ attempts to restore capitalism, the imperialist
powers tried to wreck the war-torn economy of So-
viet Russia by means of an economic blockade.

The Soviet republic was discriminated against in
all spheres of foreign trade. The majority of coun-
tries refused to trade with Soviet Russia. A “gold
blockade” was imposed, i.e., most countries did not
accept Soviet gold as payment for purchased com-
modities; and there was a “‘credit blockade”: the
top banks in Europe and America refused to ad-
vance loans for foreign trade deals with the young
republic. The attack on the foreign trade monopoly
was also carried out by such crude methods as raids
on Soviet trade delegations in other countries.

However, necessity forced the imperialist circles
gradually to slacken the economic blockade and then
lift it altogether. The capitalist states could not for
long shun their traditional trading partner without
doing serious damage to their own economies, since
that partner was in possession of tremendous nat-
ural resources. In addition, Russia had always pro-
vided a market for their commodities. Because of
these circumstances, already in the early 1920s the
governments of many capitalist countries, including
some of the major ones, were compelled to conclude
trade agreements with the Soviet republic and offi-
cially recognise its state monopoly of foreign trade.
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But even after recognising the Soviet state’s foreign
trade monopoly the capitalist states did not
cease denouncing it. From the 1920s the press in the
European countries had been complaining that state
foreign trade monopoly, i.e., the conduct of foreign
cconomic relations by a centralised foreign trade de-
partment, hampered “lively communication”. Today,
more than sixty years later, the same complaints are
heard: the information media of some imperialist
countries continue to allege that state foreign trade
monopoly hampers the expansion of economic ties
between the USSR and countries with a “market-
oriented ecconomy’’, that exercising the monopoly

through a “ prevents
the speedy nd that,
moreover, th gn trafie
also hinders scientif-

ic-technical exchange.

At negotiations with Soviet foreign-trade delega-
tions, the capitalist states from the very outset put
down as a condition for trade the abolition or a
significant slackening of state control of foreign
trade. At the Genoa Conference of April 1922 the
Western powers declared that they were ready to
render Russia economic aid provided it abrogated
its state monopoly of foreign trade. They demanded
guaranteed freedom of action on the territory of So-
viet Russia for foreign businessmen, including un-
controlled import and export of goods. These de-
mands were rejected by the Soviet state. '

In the face of widespread economic disruption in

16



on state foreign trade monopoly by capitalist elements
inside the country seeking unhampered access to the
world market.

It should be mentioned that in those days some
government economic executives and Party leaders
were also critical of state foreign trade monopoly,
saying that it hampered economic development and
that the People’s Commissariat for Foreign Trade
was inefficient. It is true that this newly created
body, owing to a number of objective reasons, fail-
ed to cope with all the tasks assigned to it. Among
its employees were peoples who were loyal to the
revolution but lacked experience in foreign trade ac-
tivity. They were not to blame. That was the first

time in history that foreign trade activity was con-.

ducted by a centralised state agency and in accord-
ance with a single export-import plan; optimal organ-
isational forms of foreign trade were yet to be
worked out. On top of this, there was the sabotage
of the secret enemies of the young Soviet govern-
ment, who worked at customs checkpoints and in the
newly formed state bodies empowered to conclude
trade deals with foreign countries.

These critics did not openly call for the abolition
of state foreign trade monopoly, they suggested that
“only” some frontiers should be opened and that
free import and export of certain goods should be
allowed. As one prominent Soviet economist put it,
what they were really proposing was a quiet and
unnoticeable abolition of state foreign trade monop-
oly. Had their proposal been accepted, the foreign
trade monopoly would have collapsed as surely as
a balloon would burst if it were punctured.

But nevertheless in that period the Soviet govern-
ment temporarily allowed more organisations to
have commercial contacts, under the control of the
People’s Commissariat for Foreign Trade, with for-
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eign markets. These organisations conducted most of
their foreign trade operations through Soviet trade
delegations abroad.

The livening up of economic activity which be-
gan in the country in the period of the New Econom-
ic Policy made it possible already in the mid-
1920s to embark on full-scale socialist construction
in town and country. This called for consolidation
of state foreign trade monopoly and the annulment
of the concessions granted in previous years.

A Party document of those days (1924) said:
“State monopoly of foreign trade has been fully jus-
tified itself, particularly in the NEP period, both as
a weapon for protecting the country’s wealth against
plunder by domestic and foreign capital, and as a
means of socialist accumulation.

“Only by preserving the system of state foreign
trade monopoly in its entirety have we been able
to achieve a favourable balance of trade even now,
and to concentrate incomes from foreign trade in
the hands of the state.

“By preventing the waste of public funds on the
import of articles which can be produced domesti-
cally, state foreign trade monopoly makes it possi-
ble to plan the import of those items which are in-
dispensable for the development of our industry and
agriculture.”

The Soviet system of state monopoly on foreign
trade as a major instrument in the building of the
new society withstood all tests in spite of all the at-
tempts of the capitalist powers to destroy it.

A Bureaucratic Organisation or a Flexible
Form of Managemeni!

What is state monopoly of foreign trade from the
organisational point of view? Is it really a “cumber-
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some bureaucratic organisation’ that hampers “live-
ly communication”, as critics in the capitalist
countries continue to assert? Or is it a flexible form
of management of foreign trade that can be modi-
fied in accordance with the situation, with the suc-
cesses of socialist construction, and also with the in-
ternational situation, and, at present, of the entire
range of the Soviet Union’s foreign economic ties?

The sixty-year history of state foreign trade monop-
oly in the Soviet Union shows that it is not some-
thing rigid and unalterable, that ever since it was
introduced its organisational forms have been con-
stantly improved. They did not always prove to be
optimal for every given stage of the country’s eco-
nomic development. The experience of a number of
years demonstrated the need to change one of its
forms or another, and to introduce new forms. But
this did not change the essence of the monopoly sys-
tem.

Foreign trade is an important economic sector for
any country. That is why its form of organisation
is determined primarily by the system of economic
management in the country concerned. The basic
principle of management in the Soviet Union is dem-
ocratic centralism, which means centralised man-
agement with broad initiative of lower bodies.

At the same time, the development of a country’s
foreign trade takes place in close contact with the
world market, with countries that may have a dif-
ferent economic system. So the organisational forms
of foreign trade are also influenced by an external
factor, namely, the commercial and political condi-
tions that attend this or that market, that exist in
this or that country. It was under the impact of these
two factors (internal and external) that the structure
of Soviet foreign trade took shape.

18

As said earlier, in the 1920s the People’'s Com-
missariat for Foreign Trade was charged with the
direction and control of economic relations with for-
2ign countries on the basis of an import-export plan.
Direct operational work on external markets was
carried out by organisations empowered by the So-
viet government to do so. In the NEP years this
right was given to some mixed companies (i.e. com-
panies with both state and private capital), to the
co-operative society “Tsentrosoyuz’, and to certain
production associations. In that period several joint-
stock foreign trade companies in which foreign cap-
ital owned shares were also set up. But such organ-
isational “liberalisation” of the Soviet system of
state foreign trade monopoly was necessary only for
a short period.

In the mid-1920s the various concessions were
abolished and mixed industrial and foreign trade
companies shut down. With socialism rapidly ad-
vancing on all fronts of economic construction, it
became necessary to introduce major changes in the
organisational forms of foreign trade, and first of
all to remove from the sphere of foreign trade pro-
duction and other economic organisations which
often competed with one another. Because of this
competition deals were sometimes made in the inter-
ests of an individual organisation or province, con-
trary to the interests of the state as a whole.

By the early 1930s the reform in the manage-
ment of foreign trade in the USSR was completed.
Its purpose was to enable the state better to cope
with the task of socialist reorganisation of the na-
tional economy. The industrialisation of the country
and the collectivisation of agriculture required a sub-
stantial increase in the purchase of machinery and
equipment, and a reduction of the import of those
goods which Soviet indusiry itself was able to pro-
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duce at the time. And imports could be increased
only if more Soviet goods were exported. In view
of these tasks the number of organisations having
the right to trade on foreign markets was consider-
ably decreased.

All foreign trade operations were since placed un-
der the supervision of newly created export and im-
port associations, which worked on a profit-and-loss
basis and were subordinate to the People’s Commis-
sariat for Foreign Trade.

This Commissariat was the sole body empowered
to regulate and control the country’s foreign trade;
it directed the activity of all foreign trade associa-
tions. An important instrument in the hands of the
Commissariat was the system of licences and quo-
tas; this meant that import and export operations
could be carried out only with written permission of
the state, and that the amount of exports and imports
must be within the limits set by the state. In addi-
tion, the Commissariat exercised control over foreign
exchange operations in connection with export and
import transactions, and took over the matter of the
chartering of foreign vessels and the leasing
of Soviet ships for transporting foreign trade car-
goes.

The system of organisations set up under state
foreign trade monopoly included customs offices at
the country’s frontiers, at its seaports and airports.
They ensured stale control of exports and imports,
checked whether deliveries conformed to the import
and export plans, verified import and export licences
and the observance of quotas, and combated all
forms of smuggling.

Soviet trade delegations were opened abroad back
in the early 1920s, and they enjoyed exterritorial
rights in most countries. They promoted the USSR’s
interests in matters of foreign trade in the countries

20

concerned. Some of their main functions were to
check whether the country concerned and its foreign
trade bodies carried out the bilateral or multilateral
agreements signed with the Sovief republic, to con-
trol the activity of Soviet organisations which had

of origin of goods.

In countries where for one reason or another the

within Embassies of the USSR.
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The foreign trade associati
> sociations were empowered
congludz in the USSR and abroad, all k?nds of e;ci
1anlrrlkilalg 1mpotr't deals, and to perform credit and
operations with foreign business
: artn
connected with these deals. The associationl?s co;:fcsi

Thus specialised foreign trade associations repre-
sented the basic organisational form of state fore%
tr'ade' monopoly. In the late 1930s the USSR hgg
nine import and fifteen export associations. In sor?le

cases the associations carri
: ° arried out bot
import functions. b export and
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The Organisation of Soviet Foreign
Trade Today

Soviet Union has been ste

tific and technological re

new forms of co-operati

scientific-technical fields. The high level of develop-
ment of the productive forces in the USSR has
enabled it to take a more important part in inter-
national division of labour and to expand its foreign
trade.

Fundamental changes have taken place on the in-
ternational scene. As a result of victorious socialist
revolutions in many countries of Europe and Asia
a world socialist system has taken shape, and doz-
ens of countries in Asia and Africa have won po-
litical independence.

Tt is interesting that the emergence of new nations
which have chosen the socialist road of develop-
ment has considerably changed and broadened the
functions of the Soviet system of state foreign trade
monopoly. These nations began to pool their efforts
within the framework of socialist economic integra-
tion, having set up in 1949 the first international
economic organisation of socialist countries—the
Council for Mutual Economic Assistance (CMEA).
The main goal of integration is optimal utilisation
of the resources of each member of the Council for
the good of all member states. To this end the ac-
tions of all the partners eed to be coordinated with
due regard for the national interests of each. This
becomes feasible thanks to international socialist

division of labour.
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All this calls for a further improvement of the
crganisational forms of state foreign trade monopo-
ly in the Soviet Union.

to promote economiic ties with the socialist and de-
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veloping countries, and to see that the USSR's aid
commitments with regard to these countries in
building a variety of projects are fulfilled. The or-
ganisa

duct p

other

plant

specialists abroad to render technical services and
train local personnel in socialist and developing
countries.

Also taking part in the management of foreign
trade are the transport ministries, each of which su-
pervises the transportation of goods by the respec-
tive means of conveyance and maintains contacts
with foreign transport agencies.

There are a number of other state institutions

foreign contacts in matters relating to fishing and
exploration of fisheries in the World Ocean. The
State Committee of the USSR for Cinematography
has a monopoly on the export and import of films,
and carries out such transactions through the asso-
ciation “‘S is under its jurisdic-

tion. The ion “Tsentrosoyuz”
also has t ommodity-exchange
deals with

In the 1960s and 1970s many ministries set up
their own special boards, departments or even asso-
ciations whose main function is to organise the ex-
port of machinery, equipment and other goods. This
has greatly increased the efficiency of the Soviet ex-
port system.



Improvement of the organisational forms of state
foreign trade monopoly in the USSR is an unending

other countries.

In the management of foreign economic activity
wide use is made of automatic control systems and
various types of computing equipment. The latter is
used in preparing commodity market forecasts. The
fulfilment of contracts is checked with the help of auto-
matic control systems. In a word, state foreign trade
monopoly makes possible optimal and extensive
use, without duplication of effort, of the achieve-
ments of the scientific and technological revolution
in the management of foreign trade activity in the
USSR.

Facts and Fiction

State foreign trade monopoly has functioned in
this country for more than six decades now. But the
attacks against it have not slackened. One of the
main arguments of its opponents is this: “Because
of the monopoly, in the USSR foreign trade is sep-
arated from production, and this prevents the West-
ern countries from making maximum use of Soviet
markets. And besides, foreign buyers incur consider-
able losses in prices because they are deprived of
direct access to producer enterprises.”

A reasonable argument at first glance. It is true
that the present structure of management of foreign
trade in the USSR does not provide to producer en-
terprises or industrial ministries direct access to

26

tors, industr
Representati
one of the
namely, its

dividual enterprises.
es concerned sit on

of the association,
il. In fact all tech-

However, one of the basic principles of state
fgrel,gn trade monopoly in the USSR is that commer-
cial activities should be conducted mainly by special-
ised foreign trade organisations. The associations’

state foreign trade monopoly means conduct of



foreign trade on a planned basis, and that since con-
ditions on the world market are in a constant state
of change this hampers the development of world
trade based on the dynamics of demand and supply
on the market. The critics usually speak of Soviet
import and export plans as hard-and-fast directivgs
which make it impossible for foreign trade organi-
sations to take market conditions into account, and
which therefore run counter to the incessant changes
taking place on the world market. '

While they have much to say about centrahs.;m
in the organisation of Soviet foreign tradfe, the critics
forget about the second aspect of this principle. Ihe
fact is that under centralised management of foreign
economic relations on the basis of annual and long-
term plans and plan assignments, the foreign t.rade
associations and firms enjoy a large degree of inde-
pendence in their operaiions and commercial ac-
tivity.

What does this mean in practice? The export and
import plan of a foreign trade organisation outl@ngs,
as it were, the final goal of its commercial activity
for a certain period. Acting within the framework of
this plan, which, as a rule, is not very deta@led, the
organisations, proceeding from commerc1al. _and
market considerations, make independent decisions
regarding the volumes of purchases or sales, the
time-limit in which they are to be carried out, and
the choice of buyer or seller. What is more, the ex-
port-import plan is not something handed down from
above; it is drawn up with the participation of both
higher and lower bodies, and account is taken of the
proposals of foreign trade organisations. In the course
of implementation of the plan, depending on changes
on the commodity market, amendments may be in-
troduced in the original plans based on proposals
of the associations. Thus the planning principle does
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not rule out commercial flexibility of Soviet foreign
trade organisations operating on the world capital-
ist market and cannot be an obstacle to mutually
advantageous trade between countries with different
social systems.

The opponents of state foreign trade monopoly are
again reviving the old myth about autarky being
characteristic of the trade policy of the USSR, and
of all socialist countries for that matter. State for-
eign trade monopoly, bourgeois economists assert, has
as its main aim the establishment of complete eco-
nomic self-sufficiency of each socialist country and,
of late, the self-sufficiency of the bloc of socialist
countries. They say that the socialist community
strives to isolate itself from the capitalist market and
has dealings with it only once in a while in order
to eliminate snags in its planned economy.

Such arguments are untenable. State foreign trade
monopoly protects the country’s economy from for-
eign influences, but autarky has never been its goal.
On the contrary, the Soviet state has always regard-
ed it as the principal means of enabling the country
to participate in international division of labour—a
powerful factor accelerating the development of its
productive forces. The Soviet government has in fact
always tried to establish mutually advantageous co-
operation with all countries of the world. Thus, So-
viet Russia participated in international division of
labour in the first years of its existence, in the 1920s,
in spite of the economic blockade, and later during
the cold war years in spite of the discriminatory
irade policy adopted by the majority of capitalist
states toward the USSR. And now, in conditions of
relaxation of international tension, it is making re-
doubled efforts to promote international economic
co-operation. It is impossible that it should want to
hamper this objective process.

29



The assertion that the economy of the socialist
community as a whole is isolated is equally untrue.
Unlike the Common Market, the Council for Mutual
Economic Assistance is not a closed economic group-
ing that opposes itself to the rest of the world.
CMEA’s Comprehensive Programme for Socialist
Economic Integration provides for the vigorous par-
ticipation of all member countries in international di-
vision of labour, in the development of all-round eco-
nomic, industrial and scientific-technical ties with
countries having a different socio-economic system
on a bilateral or multilateral basis. To be convinced
of this one only has to make a careful and objec-
tive study of the programme.

Finally, critics of state foreign trade monopoly
claim that the state monopoly has turned the foreign
trade of the USSR into a mere instrument of its
foreign policy, which often runs counter to its eco-
nomic interests.

But is it not a fact that the foreign economic ties
of any country are in some ways related to its
foreign policy at any given time? The point is, what
is the nature of this policy?

The imperialist powers, as we have already said,
many a time resorted to discriminatory measures
with regard to the USSR in the sphere of foreign
trade so as to undermine the Soviet eccnomy or
at least to slow down its growth rate.

In his book Rebirth L.I. Brezhnev recalls such
a case. In the postwar years the Americans under-
took to provide a complete plant for the restoration
of the Dnieper hydropower station (the Soviet
Union’s biggest at the time), which had been de-
stroyed by the fascists during the war; but they stop-
ped deliveries after having supplied only three units,
In their list of strategic materials they included sheets
of steel and stopped delivering these, too, to the
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Soviet Union, although they knew full well that
without such sheets neither motor cars nor tractors
could be made.

“That was not the first, and, unfortunately, not
the last instance where capitalist countries, taking ad-
vantage of our difficulties, tried to dictate their will
to us and interfere in our internal affairs,”
L. I. Brezhnev wrote. ’

But the US politicians had miscalculated. The So-

viet Union, utilising ed by a
planned economy, re by con-
centrating resources able to

do without the help o

socialist countries developed all
conomy in a planned manner,
ir technical and economic inde-

pendence from the capitalist world.
But for many Western firms the loss of big and
stable markets in the socialist countries posed no
inconsiderable problems. This is what the West Ger-

viet Union by a pro-
decision to impose an
are giving Russia a
blow. ..”
Towards the late 1960s economic necessity com-
pelled the capitalist world virtually to lift the block-
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ade of the CMEA countries, which by that time ac-
counted for about a third of world industrial pro-
duction. _
However, even today, when there is a relaxation
of international tension, certain imperialist powers
are resorting to old methods by attaching pol‘1t1ca1
strings to foreign trade and interfering in the inter-
nal affairs of the USSR. A vivid example is the ban

criminatory measures. )
This demand aroused indignation among the public
and business circles in the West European countries.
The organ of the French business commun.ity, the
newspaper Les Echos, declared that the Sov1et_ mar-
ket had become too important to Paris to be ignor-
ed. And the West German Westdeutsche Allgemeine
noted on the same day: “‘Economic boycott is by no
rd to such a great
is ineffectual. The
highest scientific
inventive, as they
have quite often proved. We Germans learned abou,’g
this long before the sputniks, during the last war. ..
For the Soviet Union and its partners in the so-
cialist community, foreign trade and other forms of
foreign economic ties are a key factor in the beace-
ful coexistence of countries with different social sys-
tems, the material basis for detente. And this factor
does not run counter to the economic interests of
any group of countries: in developing _trade with the
developing and the capitalist countries, the USSR
has always taken their economic requirements inlo

account.
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Foreign Trade and Foreign Exchange
Monopoly

State monopoly on foreign trade is closely con-
nected with another state monopoly—that of foreign
exchange. As a matter of fact, state foreign exchange
monopoly is an essential complement of state foreign
trade monopoly and one of the main means of im-
plementing the latter.

Let us imagine for a moment that the socialist
state has taken foreign trade into its own hands but
has left the door open for the free movement of
foreign exchange. This would have made the foreign
trade monopoly vulnerable because through various
financial channels foreign capital would have been
able to penetrate deeply into the country’s economy
and hamper the carrying out of socialist changes.

What does state foreign exchange monopoly con-
sist in? The state takes possession of all foreign ex-
change earnings from exports and other foreign eco-
nomic transactions, and from the extraction of pre-
cious metals in the country.

Under state foreign exchange monopoly the State
Bank of the USSR has the exclusive right to operate
with foreign currencies and other foreign exchange
values on the territory of the Soviet Union. On the
instructions and under the control of the State Bank,
such operations can also be carried out by the Bank
for USSR Foreign Trade.

State foreign exchange monopoly enables the state
to accumulate the necessary foreign exchange funds
and to use them for the development of the national
economy. It also serves as a reliable barrier against
the influence of the spontaneous capitalist money
market, which is subject to periodic crises.

The international settlement and credit transac-
tions of the Soviet Union, like all its foreign econom-
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to the

plans,

rs) are

of the
overall economic plans of the country.

By means of foreign exchange plans the state de-
termines over what periods and to what extent for-
eign exchange resources should be used. The state
also establishes the procedure to transfer foreign
currency, and valuables and securities abroad and
the procedure for the import and export of foreign
and Soviet currencies.

were prohibited and stock exchanges closed down.

From the mid-1930s all foreign exchange operations
were conducted by the State Bank. The exchange
rate of the ruble was established by the State Bank
and was therefore unaffected by current fluctuations—
sharp fall or rise—in the value of foreign curren-
cies taking place on the world capitalist money
market. All foreign exchange began to flow into the
State Banlk, and under its control into the Foreign
Trade Bank. These banks were vested with the ex-
clusive right to allot foreign currencies for the pay-
ment of imports and for services done by foreign
organisations.

In making international payments the State Bank
and the Foreign Trade Bank of the USSR checked
the timeliness of foreign exchange receipts, the cor-
rectness of payments, and their conformity with the
inter-state agreements concluded.
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A major function of state foreign trade monopoly
is to ensure the stability of international payments of
the Soviet Union. For this purpose the country main-
tains a gold and foreign exchange reserve, formed
from a favourable balance of trade and growing gold
output. The need for such a reserve is also dictated
by market fluctuations in capitalist countries and by
the various discriminatory measures applied by
these couniries in their trade with the USSR.

In trading with capitalist countries unforeseen
factors often arise. In such cases, too, reserves come
in handy.

State foreign exchange monopoly also applies to
the sphere of credit relations of the Soviet Union,
which has become a major creditor providing sub-
stantial economic aid to other countries. These are
mostly socialist countries but also include a large
number of developing nations.

Soviet credits to socialist countries are granted
on highly favourable terms: the interest rate does
not exceed two per cent annually, and the credits
and the interest on them can be repaid with delive-
ries of the recipient countries’ traditional exports.

To the developing countries, too, the Soviet Union
grants credits on preferential terms: the interest rate
is usually no more than 2.5-3 per cent annually, and
the term of repayment is 10 to 15 vears. The Soviet
Union does not demand of them, as the capitalist
countries usually do, that they should repay their
credits in freely convertible currencies; they can
pay with their export goods.

On the other hand, the Soviet Union has become
a major recipient of credits, especially in transac-
tions involving co-operation and compensation agree-
ments.

The exclusive right of the state to engage in for-
cign exchange transactions, and the foreign exchange
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plan which covers all types of earnings (from for-
eign trade, scientific exchange, tourism, and also the
gold and foreign exchange reserves) ensure a stable
system of the country’s international payments and
make it possible to utilise foreign exchange re-
sources for the development of the socialist economy.

Foreign Exchange Relations of the
Socialist Countries

State foreign exchange monopoly came to per-
form many new functions with the formation of a
world socialist system after the Second World War.
Economic relations between the socialist states have
been developing on the basis of coordination of
their national economic plans, on the basis of divi-
sion of labour and specialisation in production.

With regard to the socialist countries, state foreign
exchange monopoly is a means of coordinating and
developing economic co-operation. At first the main
form of settlement between the socialist countries
was a system based on bilateral clearing agreements.
In the late 1950s and early 1960s, as a result of the
successful development of co-operation among the
socialist countries and the rapid growth of their eco-
nomies, conditions were ripe for the introduction of
international settlements on a multilateral basis. This
was facilitated also by the establishment of quotas
for mutual deliveries of goods for long periods.

In 1963 the CMEA member countries signed an
agreement on the setting up of an International Bank
for Economic Co-operation (IBEC). As of January 1,
1964 settlements on a multilateral basis were intro-
duced for goods deliveries and other transactions
between the CMEA countries.
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Multilateral payments are made in a collective
currency, namely, the transferable ruble (gold con-
tent—0.987412 gram). The transferable ruble is ba-
sically different from the ruble used under bilate-
ral clearing agreements in that the transferable ruble
performs the role of an international currency, and
not that of the Soviet currency used in bilateral
clearing. As a means of multilateral payment the
transferable ruble can be used without any restric-
tion by any party to an agreement. Transferable
rubles cannot be circulated inside the USSR.

Of great importance for the functioning of state
foreign trade monopoly is the stability of the cur-
rency used as a means of payment. The transferable
ruble meets this demand. Its stability is guaranteed
by a system of regulating foreign trade based on
the import-export plan, and by stable prices of
goods bought and sold (adjusted every year on the
basis of average world market prices for the five
preceding years). It is also ensured by the mainte-
nance of an equilibrium of the balance of payments
of each country in relation to the other parties to
the system of multilateral payment as a whole for
every year. Every partner has the right freely to
use the transferable rubles in its possession to buy
goods or services from other partners in the sys-
tem. Any temporary deviation from the balance of
earnings and payments is regulated by means of
short-term credits granted by the Int-rnational Bank
for Economic Co-operation.

IBEC has become a centre for multilateral pay-
ments among the socialist countries. It also carries
on a great deal of work to expand and strengthen
its ties with banks of socialist countries which are
not its members, and with those of the industrial
capitalist and the developing countries.
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In recent years IBEC has done business with more
than 160 banks, including many major banks of cap-
italist countries.

In the credit relations among the CMEA coun-
tries a considerable role is played by a second in-
ternational banking organisation, namely, the Inter-
national Investment Bank (IIB), which began to
operate on January 1, 1971. Its authorised capital
(the main source of the bank’s credit fund) was put
at 1,050 million transferable rubles, 70 per cent of
which is contributed by the member countries of the
Bank in transferable rubles and 30 per cent in freely
convertible currencies.

The main task of the International Investment
Bank is to mobilise financial resources and grant
long-term (up to 15 years) and medium-term (up to
5 years) credits to its member countries for carry-
ing out economic measures connected with interna-
tional socialist division of labour.

In addition to its authorised capital and some
other financial resources, the International Invest-
ment Bank sets up special funds made up of contri-
butions of the countries concerned.

By its aims, by the terms and type of credits it
grants, and by the methods it uses in running its
operations, the International Investment Bank repre-
sents an international credit institution of a new type
which differs fundamentally from international capi-
talist credit institutions.

Being an organisation of socialist countries, the
International Investment Bank does not set as its
main aim the earning of profit. However, to ensure
profitability and observance of the rules concerning
payment, and to enable borrowers to use most ef-
fectively the loans granted to them, the Bank im-
poses on its loans an interest rate which depends on
the length of the period for which the credit is grant-
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ed, the nature of the credited project, and the cur-
rency in which the credit is given.

Apart from its main activity which is the granting
of long-term and medium-term credits, the Interna-
tional Investment Bank has been co-operating success-
fully with other banks and international organisa-
tions of socialist, capitalist and developing countries.

The collective currency of the CMEA countries—
the transferable ruble-can Le widely used in future
settlements between the socialist and developing
countries. It will be possible to make all payments
in transferable ruble, i.e., without the use of the dol-
lar or any other capitalist currency; this will prevent
the capitalist monetary system exerting an influence
on economic relations between the two groups of
countries.

Use of the transferable ruble will enable the de-
veloping states experiencing monetary difficulties to
enjoy the advantages of the socialist countries’ sys-
tem of multilateral settlements. For those develop-
ing countries with insufficient foreign currency re-
serves it would mean that they would not have to
cut back on trade but could increase the range of
their import and export goods.

Use of the transferable ruble ensures an exact
equivalence of exchange and the stability and relia-
bility of trade, and rules out any violation of the
equality and sovereigntv of the trading partners.

The International Bavk for Economic Co-operation
grants the developing countries transfer credits at
an interest of 1.5 per cent annually. The Internation-
al Investment Bank has also started to use the
transferable ruble in managing the credit relations
of the CMEA member states with the developing
countries; in 1973 it set up a Special Fund to pro-
vide credits for implementing measures of econom-
ic and technical assistance to developing countries.

39



The Fund comes to 1,000 million transferable rubles.
From this Fund the International Investment Bank
grants credits for a term of 15 years for the build-
ing of industrial projects.

Thus, the mobilisation and collective use of funds
by the CMEA countries create conditions for deep-
ening economic co-operation between the socialist
and the developing states, and for adopting the most
rational forms of specialisation and co-operation in
international division of labour.

What Benefits Has State Foreign Trade
Monopoly Brought to the Soviet People!

State monopoly of foreign trade has existed in
the USSR for more than sixty years. We may now
sum up the results and see what benefits it has
brought the Soviet people.

First and foremost, it helped to build a socialist
society in the USSR, uphold the country’s economic
independence and raise the living standards of the
people.

With the help of state foreign trade monopoly the
country’s foreign trade was transformed from a
means of enriching capitalists, from a means of ex-
ploiting and plundering other peoples, into an instru-
ment for stimulating the growth of the socialist eco-
nomy, furthering the conduct of a policy of friendship
among nations and promoting the peaceful coexist-
ence of states with different social systems.

From the first day the Soviet government was
formed the country has organised its economic rela-
tions with other states on a planned basis. This has
enabled it to make the most efficient use of inter-
national division of labour for the benefit of the
people.
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In the years immediately following the revolution
the country had to purchase foodstuffs from abroad

a year of harvest failure, grain imports helped to
save thousands of people in the Volga area from star-
yation. At that time foreign trade facilitated commod-
ity circulation inside the country, thereby promot-
ing the rehabilitation of national economy. A major
item of Soviet import was cotton, which was need-
ed by the textile industry.

my in the countryside.
State foreign
contribution to
By the end o
of all the loco
railway, bridges
been destroyed.
means for bring
the major cities
Transport machine-building plants stood idle; trans-

Iso made a great
transport.

20) three-quarters
of kilometres of
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In the 1920s the country embarked on the electri-
fcation of the national economy; in the next few
years electric light came to hundreds of villages and
workers’ settlements. Plant for the power stations
under construction was purchased from abroad.

State foreign trade monopoly made it possible
for the Soviet state to concentrate in its hands all
incomes from foreign trade and all the gold and
foreign exchange reserves, which would be needed
in the event of a natural calamity, a new econom-
ic blockade or a military attack. Thanks to the
foreign trade monopoly all the contacts which in-
ternational capital had with the remaining bourgeois
elements inside the country were gradually elimi-
nated.

port of plant was of decisive importance.
In the early 1930s, after the foundations of heavy
industry had been built, the Soviet people began
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The number of the USSR’s trading partners rose
steadily. It went up from 39 in 1946 to 118 in
1977.

Today state foreign trade monopoly makes a
valuable contribution to the development of the
country’s productive forces and to scientific and
technological progress; it provides the national econ-
omy with raw materials and other materials and
equipment which are in short supply, and helps to
raise the people’s living standards.

In the period between 1950 and 1977 imports
from abroad rose from 1,300 million rubles to
30,100 million rubles—an increase of nearly 28 times.

The development of the Soviet economy in con-
formity with the demands of the scientific and tech-
nological revolution rests on the country’s own in-
dustrial base, and the discriminatory policies of
the imperialists in trade relations with the Soviet
Union cannot prevent its economic advancement.

Taking advantage of international division of la-
bour the Soviet Union purchases from other coun-
tries industrial equipment which it would be more
costly or more time-consuming to produce domes-
tically.

The volume of Soviet imports of machinery and

n-and-steel, auto, chem-
and food industries,
and of water-borne and railway transport.
More than ever before, foreign trade is today
helping to fulfil a foremost social task—to improve
the people’s well-being.
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o Ir} the 1970s, 40 to 42 per cent of the USSR’s
reign exchange earnings were spent on imports

f C u g
O onsumer OOdS an.d Of raw m t
a EIlals for th.elr

It is not difficult to see that it would be impossi-
ble for th'e country to import the aforementioned
goods, which no doubt contribute to the well-being
of the people, without state foreign trade monopoly.

E S

Now, a few concluding remarks.

As an institution state foreign trade monopoly is
an essential part of the socialist economic system
In a country where land, underground resources anci
the basic means of production are public property
and where planning is practiced on a natioﬁal
scale, such_ monopoly is both natural and essential
It make.:s it possible to plan export and import oﬁ
the basis gf the country’s potentialities and require-
ments. Tt is an efficient lever for ensuring the pri-
ority of national interests over the temporary inIt)er—
ests of individual enterprises and social groups
_It turns foreign trade into an instrument promot;
ing the fulfilment of national tasks and the solution
of urgent social and economic problems. -
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