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INTRODUCTORY.

MISIMPRESSIONS OF Russia.—MyY EXPERIENCE OF RussIAN

TRAVELLING.—WHY 1 VISITED THE COUNTRY.

GREAT misapprehension and many mistaken notions have
prevailed in this country concerning Russia and her
people.

But now King Edward and the Tsar have met : England
and Russia have fraternised. The mists of prejudice are clearing
off and old estrangement seems an evil dream.

Misunderstandings in the past were largely due to ignorance
—to fanciful suspicions and to mutual distrust. Yet Englishmen
long resident in Russia have told that nowhere else in Europe
are our countrymen so sure of hospitable treatment and of
personal esteem. Nor have those well-informed witnesses been
backward in acknowledging their admiration of the Russian’s
fine qualities, or faltered in their confidence that Russia will justify
in time the highest expectations of her friends.

Whilst the misunderstandings spoken of endured, Russia was
certainly the victim of misrepresentation—mainly on political
grounds—by certain journals in this country. Any suggestions
that Russia affords promising openings for the investment of
English capital would have been scouted in some quarters as
either ridiculous or most objectionable. Yet it is certain that
English enterprise might be worse and less profitably employed
than in some of the numerous openings which it 1s one object
of this book to point out as existing in the land of the Tsar.
Englishmen well acquainted with Russia know the absurdity

ix.



% INTRODUCTORY.

of many of the misimpressions to which I refer. But mistaken
ideas that have been long engrained must be refuted in order
that nations who ought to know each other better shall start
on the basis of mutual respect. I seek in the following pages
to combat misconceptions that have hitherto prevailed, more
especially those relating to the Russians as traders, to English
commercial relations with them, and to Russian industrial
enterprises in which English capital may with advantage be
placed.

To one mistaken idea I may refer here in advance. It is
the belief which some of my countrymen entertain that foreigners
are not safe when journeying in the land of the Tsar; my
experience has been that a stranger travelling there—aye, even
in Siberia—is as safe as in any other European country. In the
spring and summer of 1907 I made a tour of several months’
duration in Russia, whither I went to observe for myself the
condition of the people and to report impartially on what I saw.
I travelled thousands of miles, both in European Russia and in
Siberia, and was never molested, nor did I meet with the slightest
discourtesy anywhere. I came away convinced that so long as
a stranger keeps off politics he is quite safe from interference
or insult. The Russian Government is the most paternal in the
world, and—doubtless in its own interest—takes the utmost
care of those who become, in a sense, the guests of the nation.

My chief object in visiting Russia was to ascertain the prospects
of British commerce and the openings for British capital. When
I left England my plans were, so far as formed, to interest myself
in Russian finance and industry; to make myself acquainted
with the Ministers of Finance and Commerce ; to learn if there were
safe and profitable channels for the investment of British capital,
and, finally, if there were time, to see something of the more
easily accessible mineral districts of Russia and Siberia.

It was not my province to take a partisan view of Russian
politics ; but I kept my eyes and ears open to what was going
on, and in the following pages faithfully relate what came to my
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knowledge, withholding nothing that is cognate to the main
object of my mission. I relate both my own experiences and the
information I gained from various sources. The statistical
matter quoted is either taken from Russian official returns,
collected by the Committee of Statistics of the Ministry of the
Interior, or supplied by the Minister of Finance; or was com-
municated to me in interviews with which I was favoured by
influential personages in St. Petersburg and elsewhere. And here
let me acknowledge, also, the assistance I have received from
members of the Financier staff in the preparation of the matter
placed at my disposal.

The following memorandum gives the values in English of the Russian moneys,
weights and measures used in this book :—

The Russian rouble equals 2s. 1}d. English, or thereabout, according to the
current rate of exchange.

The Kopeck is the xooth part of a rouble, or about one farthing.

1 Pood = 36°12 lbs.

62'025 Poods = 1 ton (3,240 lbs.).

1 Vedro = 2'704 gallons.

1 Sagen = 7 feet.

1 Deciatin = 2,400 square sagens = 3'7 acres.

1 Verst — 500 sagen == 1,116 yards, or § mile approximately.
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CHAPTER I.

POLITICS AND FINANCE.

TaeE SEcOND DumA.—I ATTEND ITS LAST SITTING.—WHY THE
Tsar DissoLvEDp THE DuMA.—HIS INTENTIONS TOWARDS
taE RussiaN PropPLE.—THE THIRD DUMA.—INTERVIEW
WITH THE MINISTER OF FINANCE.—THE BANKRUPTCY BOGEY.
— _PEASANTS AS TAXPAYERS.—COST OF THE RUSSO-JAPANESE
WAR AND HOW IT IS PROVIDED FOR.

ARRIVED in St. Petersburg just in time to be present af

the last sitting of the second Duma! That experience

had not entered into my calculations when I left London, but

events meanwhile had been moving to an early culmination.

So, having an inkling of what was likely to befall, I attended
the fateful sitting as a spectator.

The political atmosphere of the Chamber was not electrical.
The demeanour of the 400 odd Deputies was unexcited. Such
of them as addressed the House did so in stolid fashion. The
proceedings were tame and unimpressive compared with recent
acrimonious meetings of the London County Council.

Yet the dissolution of the Duma was foreseen. Both inside
and outside the House it was deemed inevitable. The Tsar’s
Ukase, therefore, caused no surprise, nor was its issue followed
by any sign of turbulence. Indeed, the general tranquility that
afterwards reigned in St. Petersburg was a humdrum contrast
to the state of things which the Press corresporidence published
in England suggested.

It is true that additional troops had been brought into the
Capital as a precautionary measure, lest the hot-headed, the

r C



2 ‘ RUSSIA’S NEW ERA.

ignorant, or the ill-affected should make the dissolution of the
Duma a pretext for disorder or loot. Such a precaution is not
peculiar to Russia ; it would most certainly be adopted in any
country or capital under like circumstances.

Seeing St. Petersburg as it actually 1s, and knowing the
lurid aspect in which Russia was being depicted in certain English
journals, one could not help wondering whether Russia has not
suffered in the past from published distortion and exaggeration.

It was in order to observe political movements for myself
that I contrived to be present at the last sitting of the Duma.
I made careful observations in St. Petersburg, gleaning informa-
tion wherever it was to be obtained. I was not content to rely
wholly on Russian sources of intelligence. I have spoken with
British and other foreign residents there, and I find that they
confirm the impressions I have formed.

From what I saw and heard, I am persuaded (1) that the
seriousness of disaffection in Russia has been greatly exaggerated,
and that such exaggeration has been due in some cases to animus ;
(2) That the Tsar and his Government are earnestly desirous for
Russia’s development on the lines of progress, prosperity and
enlightenment ; (3) but that, having regard to the complexities
of a tremendously difficult problem, they are bound to be Con-
servative, rather than Radical, in their methods of reform.

The forces of Conservatism and Radicalism antagonise in
every civilised country. They have irked each other for genera-
tions in our own. It is our boast that we lead Europe in respect
of political freedom, popular rights and social advancement.
But those cherished blessings only came when fitness to enjoy
was manifest. They have been won by no sudden upheaval,
but by slow evolution. Once the short cut of revolution was tried
in England ere the nation as a whole was ripe for the subversion of
old ideals, and the natural consequence was a severe reaction.

Later in the day, Russia has reached the stage in her political
history when the evolution of Constitutionalism from Autocracy
begins. Only those who have visited Russia can appreciate how
momentous a change that implies. Whence came the enlightened
impulse ? Who was the leader of the people in the pathway
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of reform ? The Autocrat himself ! That great act of self-
abnegation should not be forgotten by the impatient and the
censorious. Let it not be forgotten either that to the Tsar the
world owes the. Hague Peace Congress, which is the hope of
nations now—which may yet prove the greatest agency for good
ever devised by man. His proposal was none too well received
at first by a cynical generation, but it is bearing goodly fruit.
The Tsar has never swerved from his avowed determination
to give Russia constitutional government. When the first Duma
was dissolved he did not declare that its failure implied a return

" to absolutism. He called a second Duma into being. When

that went the way of the first he still adhered to his resolution,
and convened a third Duma, which is now devoting itself in a
more business-like way to legislation.

Regard the situation in the light of antecedent circumstances.
Recall the diatribes that were rife when the first Duma was
dissolved—the sinister designs imputed to the Russian Autocracy.
Who defends the first Duma now ? By the changed opinion of

to-day it is generally acknowledged to have been egregious and
impracticable. |

Such a body of root-and-branch men, dreamers and
doctrinaires, would scarcely have been possible even in a primitive
community starting on a new existence ; it was out of the question
in an established Empire like Russia at a period of great national
stress. Hence its dissolution.

Better work was expected of the second Duma. Its composi-
tion was not, seemingly, so grotesque, and the members assumed
a more business-like air, as if conscious of their predecessors’
absurdity. But the revolutionary leaven was at work there too.
There was a deliberate endeavour to force the pace unduly, to
thwart the Government, and to hatch treasonable schemes.
When the heterogeneous composition of Western Parliaments
is considered, it is not surprising that an assembly so new and so
crude as the Duma should comprise queer elements, but it is
mortifying to learn that certain of these were hostile to established
law and order—that they sought to compass their ends by other
than constitutional means.

C &
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“ It was not with the will or desire to strengthen Russia, to
make perfect her new administration, that many of the delegates
of the nation set to work, but with manifest tendency to augment
her troubles and to assist in the disruption of the State.” Such
was the Tsar’s indictment of the second Duma.

“ Lastly,” said His Majesty, ‘ an act was committed unheard
of in the annals of history. The judicial authorities discovered
a plot by a section of the Duma against the State.”” Given
prima facie evidence of such complicity, would—or could—any
other Parliament on earth shield the suspects from the operation
of the law ? Then why the Duma ? |

The Tsar dissolved the second Duma as he had dissolved
the first, but he did not lose faith in the ability and willingness
of Russians to serve their country in a legislative assembly. The
following passage from his Ukase is impressive :—‘ Believing,
however, in the patriotism and national spirit of our people, we
find the cause of failure on two occasions of the activity of the
Duma in the fact that, owing to the novelty of the work, and
imperfection of the electoral law, the legislative institution was
composed of members that were not truly representative of the
needs and desires of the people.”

And so a new electoral law was promulgated. Inveterate
critics of Russian policy inveighed against that law, and predicted
that it would have ill results. They declared that it gave absolute
power to the landowners (the landowners have nothing to do
with the town constituencies), but they also said that the third
Duma would be more extremist than its predecessors! The
statements are mutually destructive. They suggest that the
critics cannot discover plausible pretext for condemnation, and
both have been falsified in the event.

Again, view the present situation in the light of antecedent
circumstances. If error there has been, was it not the too-generous
concession in the first instance to heterogeneous populations not
quite ripe in the mass for so great a change ? In other countries
the process of political evolution has been gradual from a narrow
to a broad basis of enfranchisement and representation. In
Russia there is not less but greater need for such prudential
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policy. Had the clectoral limitation now effective been imposed
at first, the original Duma might have justified itself asa national
institution. A more liberal course was followed, and events have
shown that it was premature.

In saying this, one must not be interpreted as meaning that
progress is barred. I believe the contrary to be the case. Let
the Duma proceed on safe and patriotic lines, as the third Duma
appears to be doing, and in Russia, as in Western Europe, the
extension of constitutional blessings will be commensurate with
the growth of popular intelligence and zeal to labour for the
attainment of Russia’s high destiny.

I am not alone in thinking that the Tsar cherishes noble
aspirations for the welfare of his people and the peace of mankind.
On the latter point the evidence of the Hague Congress suffices.
As regards the former, the testimony of high-minded, independent
Englishmen who have been admitted to his confidence is con-
clusive : their faith in him is invulnerable. The task he has
undertaken is one of enormous difficulty. He has set himself to
evolve order from the domestic chaos that followed the exhausting
conflict in the Far East. He has met with disappointment where
he might reasonably have looked for loyal co-operation and
support. But still he has faith in his people, and all well-wishers
to Russia—all good Europeans—must fervently hope that his
faith will be justified.

Englishmen who have lived long in Russia, and have a stake
in the country, assure me that the recent troubles—magnified as
they have been—are but the growing-pains of a country which 1s
bound to be a world’s wonder. There are men of noble mind, high
attainments and fervent patriotism in Russia. Such men are
bound to come to the fore ere long. Then the fantastic episode
of the two moribund Dumas will be forgotten in the achievements
of a worthier administration.

Among the many important interviews with representative
men which I was fortunate enough to obtain in the course of my
visit to Russia, none transcends in interest or in value that witk
which I was favoured by the Minister of Finance. To be brought
face to face with the man to whose charge are committed the
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financial destinies of the great Muscovite Empire, and to hear
from his lips a full and illuminating account of the condition
and prospects of the Russian Treasury are experiences which
could hardly fail to make a deep impression. Before my arrival
in St. Petersburg I had heard a good deal about M. Kokovtzov.
He had been pictured in some quarters as a strong man struggling
with adversity ; in others as a weak man, incapable of performing
a task even less onerous than that which he had assumed. This
much, however, I knew—that he had taken control of Russian
finances at what was unquestionably a critical stage of their
history, and that he had grappled with the complicated problem
of providing for the Empire’s abnormal needs in a manner which
deserved, as it would likewise appear to have commanded,
success.

To assume the mantle of a statesman-financier of world-wide
reputation like Count Witte was no light task in the best of times.
To have undertaken the responsibility during a period of excep-
tional difficulty was a duty from which even a financial Colossus
might have shrunk. The magnitude of the enterprise appears,
however, to have possessed no terrors for M. Kokovtzov. And I
think it will be admitted that the success which has so far attended
his efforts to evolve order out of chaos, and to establish Russian
finance upon a sound foundation, amply warrants the confidence
reposed in him by his Imperial master, the Tsar. He has proved
himself to be the very man of whom Russia had need in the hour
of financial crisis. Under his careful supervision all obstacles,
economic and bureaucratic, are being triumphantly overcome.
He began by recognising the necessity of cutting his coat according
to his cloth. He saw that the correct solution of the fiscal problem
he was called upon to deal with lay in the direction of curtailing
expenditure rather than in that of raising an augmented revenue
by general and practically indiscriminate additions to taxation.
And the policy of retrenchment foreshadowed in a memorable
memorandum which he drew up for the Tsar has been put
into practice with admirable results. Not only has he been
able tomake a definite approach towards establishing an equilib-
rium in the Russian finances, but he has been able to do so without
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inflicting any intolerable hardships upon the taxpayets, and that,
surely, is an achievement which proves him to be, not only an
able financier, but, what is of no less importance in a country like
Russia, a wise and prudent statesmarn.

It is not easy, I think, to exaggerate the difficulties with which
M. Kokovtzov was confronted on his assumption of office. His
Excellency, in the course of our conversation, drew a parallel
between the financial situation in Russia after the conflict with
Japan and that existing in this country at the close of the Boer
War. But in making this comparison M. Kokovtzov, I fear, did
himself but scant justice. The problem which our Chancellors of
the Exchequér were called upon to solve was simplicity itself con-
trasted with that which the Russian Finance Minister had to
tackle. Our credit was virtually unshaken, while our resources
were enormous. To raise millions without casting an intolerable
burden upon the payers of :ncome-tax and the consumers of tea
was an easy matter. Moreover, our Ministers were not faced with
grave political difficulties in the shape of widespread discontent and
revolutionary agitation. M. Kokovtzov, on the other hand, had,
in framing his financial policy, carefully to consider the political
exigencies of the hour. He had both to provide for exceptional
liabilities and at the same time to avoid stimulating the popular
unrest by increasing the burdens of taxation. His undertaking
was, therefore, one of enormous difficulty, compared with which
that of our own Chancellors of the Exchequer was mere child’s
play.

At the risk of appearing to assume the role of advocatus diabolr,
I was obliged to put many pointed and, it may seem, disagreeable
questions to the Minister of Finance. But it was essential that
I should make use of the opportunity afiorded, by putting before
M. Kokovtzov some of the most sweeping and damaging charges
brought by Russia’s financial critics, in order that he might, if
possible, provide an official reply to his country’s traducers.
Far from resenting any animadversions upon Russia’s financial
condition, his Excellency appeared to welcome them, for the
reason, as 1 subsequently discovered, that he experienced no
difficulty whatever in effectively refuting them. His replies, 1
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cannot help thinking, will be found most reassuring, and will
serve to demonstrate how ill-informed is much of the criticism to
which Russian finance has been subjected.

I began by pointing out, and I must confess that I did so with
some misgiving, that some of Russia’s critics contend that she is
on the high road to bankruptcy, and will soon be unable to meet
her National Debt liabilities.

M. Kokovtzov smiled at the suggestion, and replied by citing
some cogent figures, which should effectually dispose of the
contention. He informed me that, including 20,000,000 roubles
for annual amortisation, the Russian National Debt services for
1907 and subsequent years would require 385,000,000 roubles per
annum, a sum forming but 17 per cent. of the total ordinary
revenue of the Empire (2,271,000,000 roubles), and representing,
on the basis of population, an annual debt charge of only 6s. per
head. In order to illustrate how this burden compares with
that of other nations, M. Kokovtzov supplied me with the following
very striking and suggestive table :—

Annual Debt Service Charge.
Percentage of Annual Debt
Total Charge per Head,

Revenue. Shillings.
BRISIHS .  s we o osw s 17 6
BHOnpary oy v e ans 30 I3
BEIHCE - 5s  ws,  ws As 34 25
Ttaly N b L s 22 133
Roumania Min hims S 30 104
Spain BT RAT IR T e 25 17%
United Kingdom .. .. 20 12%
Japan Al R g e 30 61

The above figures, if they prove anything, show conclusively that
Russia is no worse off than other countries as regards her debt
burden, if she is not, as a matter of fact, more favourably situated.

But no mere comparison of the above figures can give an
adequate idea of the relative burden of National Debt in the
countries mentioned. While it is a fact that in France, England
and Spain the National Debt services are provided for almost
exclusively out of taxation, the Russian Government possesses
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enormous sources of revenue having nothing in common with
taxation. Among these may be included :—

1. State railways, extending over 25,000 miles, the capital
value of which is equal to half the Russian Debt,
and whose mnet earnings (the excess of gross
receipts over working expenses) fluctuate between
120,000,000 and 140,000,000 roubles.

2. State forests, and various rents and leases of Govern-
ment real estate, yielding 70,000,000 roubles per
annum.

3. Monetary capital, and money owing to the State,
yielding a minimum of 20,000,000 roubles. This
includes the profits of the State bank, which, as 1s
well known, is a purely Governmental institution.

4. War indemnities (from China and Turkey), 10,500,000
roubles.

Making due allowance for these special sources of income, In-
dependent of taxation, it will be found that the net annual debt
charge is not 6s. per head, but only from 2s. 3d. to 2s. 6d., or six
times less than in Spain, ten times less than in France, and four
and a-half times less than in the United Kingdom.

The subject next discussed was that of the alleged impoverish-
ment of the Russian peasantry.

“ Tt is contended In some quarters,” 1 pointed out, “that
the Russian peasants are so impoverished that they refuse to pay
their taxes, and that there is no chance of their being able to
pay them. From this assumption,” I added, “the conclusion
is drawn that, as the peasants form the bulk of the taxpayers,
the financial stability of the country is greatly endangered.”

Both contentions were forcibly disputed by the Minister of
Finance.

“ Let us now examine,” M. Kokovtzov began, ‘ the 1m-
poverishment of the Russian peasant in relation to the recelpts
of the State revenue.

“ By means of direct taxation (land tax, &c.) the Government
collects from the peasants of the 50 provinces of European Russia
—the said peasants own freehold property to the extent of
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390,000,00¢ acres—less than 15,000,000 roubles a year—that is,
about 2s. per family, or 1}d. per acre. In 1906 the Russian
peasants paid into the Treasury, over and above this land tax,
35,000,000 roubles for land redemption, all payments under
which head have since been abolished. The fact remains that
the peasants could, and did, pay these 35 millions.

“ Even supposing that in 19o7 the peasants all over Russia
refused to pay the direct taxes due from them, then the loss
incurred by the Government would not amount to 1 per cent.
of the total State revenue.

“ The really important question,” his Excellency proceeded,
““1s whether they are able to pay the indirect taxes on articles of
consumption. Recent experience proves that the peasant’s
desire for spirits, tobacco and other luxuries is very great, while
his ability to satisfy this desire,” M. Kokovtzov shrewdly con-
cluded, ¢ is not inconsiderable.”

M. Kokovtzov added that the data in the possession of the
Ministry of Finance for the first five months of 1907 went to show
that the peasants were not only paying their State taxes properly,
but that the same may be said of their local taxes.

The Minister of Finance next referred with satisfaction to the
growth of the national revenue. In the Budget estimates for
1907, he remarked, the ordinary receipts are calculated to fall
short of the actual revenue received in 1906 (2,271,669,948
roubles) by 96,276,000 roubles. As a matter of fact, the receipts
of the first six months—necessarily the lean half of the year—
exceed those of the corresponding period of 1906 by 27,000,000
roubles, so that the national revenue is, so far, some %5,000,000
roubles in excess of the estimates. More definite returns for the
first four months of the year show that the ordinary receipts alone
for that period amounted to 699,000,000, while the total expenses,
ordinary and extraordinary, for the same four months, amounted
to 686,000,000 roubles. Thus, the ordinary income showed a
surplus of 13,000,000 roubles over the ordinary and extraordinary
disbursements combined. That, it must be admitted, is an
extremely satisfactory state of affairs.

It may be well here to state that the Finance Minister’s
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Memorandum for the 1908 Budget gives 147,000,000 roubles as
the estimated excess of ordinary revenue OVer expenditure in
1907.

Another gratifying fact is the growth of the country’s foreign
trade. From particulars supplied to me by the Ministry of
Finance, it appears that the exports for the first six months
of 1907 were valued at 422,000,000 roubles, and the imports for
the same period at 324,000,000 roubles. There was thus an excess
of exports amounting to 98,000,000 roubles. These results have
been surpassed only in three years within the past decade—
namely in 1906, 1905 and 1903—years which followed very good
harvests. On the other hand, the harvest of 1906 was a particu-
larly bad one.

When one considers the fact that the exports for the second
half of the year are invariably bigger than those of the first, and
that the harvest of 1go7 was satisfactory, it 1s reasonable to hope
that for the whole of the year the excess of exports will be from
250,000,000 t0 300,000,000 roubles, or amply sufficient to meet
the balance of the country’s foreign obligations.*

M. Kokovtzov very lucidly explained in the course of our
conversation the effect of the war with Japan upon the National
Debt of Russia.

It appears that at the outbreak of the conflict—namely, mn
January, 1go4—the National Debt of Russia, exclusive of the
Mortgage Bonds of the Nobility and the Peasants’ Land Banks
(which are securities very similar to those issued by the British
Government under the Irish Land Act), amounted to 6,636,000,000
roubles. At present, on the other hand, after paying all the
expenses entailed by the war and its consequences, the National
Debt stands at 8,729,000,000 roubles.

That is to say, that during three-and-a-half years it was
increased in round numbers by 2,093,000,000 roubles. The
corresponding annual debt charges, it should be added, have
increased by 95,000,000 roubles.

As explained above, these liabilities in respect of funded debt

. * The actual excess of exports over estimates during 1907 has since been
officially reported as 296,800,000 roubles.
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are to a considerable extent covered by assets, a great part of
which were acquired by means of Government loans, liabilities
under this head being included in the National Debt to the
amount of 2,500,000,000 roubles. Nor are the railways bought
up by the State the only assets of the Russian Government that
can be set against its liabilities. There are various other State
properties, to which T hope to be able to refer in detail in a
subsequent chapter.

The expenditure entailed by the Japanese War and the manner
in which it was met were other matters on which the Minister of
Finance supplied me with valuable official information.

It seems that the expenses of carrying on the struggle, and
of its subsequent liquidation, from January, 1904, to the end of
19g07—1.¢., for all the four years—comprised :—

(@) 2,132,000,000 roubles expended in the three years
1904-6 ; and
(b) 124,000,000 roubles of estimated expenditure in 1907
for liquidating the war ;
or a grand total of 2,256,000,000 roubles.

Thas, i1t need hardly be said, does not cover the entire outlay,
past, present and future, entailed by the war, as the military
stores, &c., have hardly yet been brought to the state they were
in prior to the war, and a considerable amount of money will have
to be spent on new battleships, and other replacements.

We are speaking now only of the expenditure actually incurred
in 1904-0, and estimated as actually incurrable in 1go7. This
amounts, as has already been stated, to a total of 2,256,000,000
roubles.

Naturally, the chief resource for covering all this expenditure
was the issue of loans. The most varied forms of borrowing were
adopted. There were, for instance, issues of both foreign and
interior loans in the strict sense of the term, as well as issues of
Exchequer bonds and Treasury bills, both in Russia and abroad.
It is unnecessary, however, to dwell in detail on these Treasury
bills, as at present they may be considered as finally redeemed.

In Russia alone securities to the amount of #20,000,000
roubles were issued between January, 19o4, and July 1st, 1907 ;
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while so-called foreign loans were issued simultaneously in Russia
and abroad to the extent of 1,375,250,000 roubles. On adding
up all these loans (whether interior or foreign, short or long term)
we arrive at a grand total of capital issues of the nominal amount
of 2,095,250,000 roubles. But it is hardly necessary to add that
the actual amount realised on these loans was far below this
figure. With the exception of the short-term securities issued
in Russia only, all the loans were issued perceptibly, and even
considerably, below par, especially the Five pe_f_ Cent. issue of
1906, which did not yield 84 per cent. net.

As a matter of fact, the aggregate net proceeds of the various
issues amounted to 1,908,843,500 roubles. On the other hand,
as I have already stated, the total actual expenditure on the war
reached 2,256,000,000 roubles. The deficiency of approximately
347,000,000 roubles was covered by the free resources at the
disposal of the Russian Treasury at the outbreak of the war.

The figures given me in course of this interview were those
of the Budget statement of 19o7. In the third chapter I will give
a summary of the Budget for 1908.
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CHAPTER 1II.

THE TSAR AND HIS MINISTERS.

His" MAJEsTY’S PROGRESSIVE REIGN.—THE PrIME MINISTE R

AND MINISTER OF FINANCE.

H.M. NICHOLAS 1II., TSAR OF RUSSIA.

HIS MAJESTY, the present Tsar, of whom a portrait is here

given, has reigned close upon fourteen years, having
succeeded his father, Alexander III., as Emperor of All the Russias,
November 1st, 1894. His mother was the Princess Dagmar of
Denmark, sister of Queen Alexandra. The Tsar was specially
educated for his high position, and so far from being, as some of his
detractors assert, unacquainted with political affairs and the
condition of his own and other countries, he has studied closely
constitutional history and political and social economy. He is
an excellent linguist, speaking several European languages, and
has a thorough knowledge of English literature. Nicholas II.
must be regarded as one of the most liberal of the Tsars. He
is admittedly, on the evidence of Englishmen who have made
his acquaintance, a man of broad sympathies and of a kindly
and benevolent disposition. It is recorded of him that when
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Tsarevitch, during the famine of 1891, he was, at his own request,
appointed President of the Committee of Succour and worked
hard personally in the organisation and distribution of relief.
He has always taken the deepest interest in the welfare of his
people and has himself devised measures for the amelioration and
betterment of political and social conditions.

The reign of Nicholas II. has been almost as fruitful of great
reforms for the Russian people as that of his ancestor, Alexander
I1., who gave emancipation to the serfs and was known as the
« reforming Tsar.” Nor have his efforts for the benefit of humanity
been confined to his own people. In 1898 he made the important
proposals for maintaining the peace of the world and the
substitution of arbitration for war, which led directly to the
Hague International Peace Conference of 1899, and indirectly
to the holding of the second Peace Conference of 1907 : also to
the establishment of a permanent Court of Arbitration, sitting
periodically at the Hague. The Tsar is said to have been
influenced in the issue of what has been called his peace ‘ irenikon”
by reading the remarkable book written by M. Bloch, a Polish
reformer, on “ The Future War,” and the very fact that he, the
Autocrat of what was, perhaps, the most powerful military
empire on the earth, read, and was impressed by a work of this
character, shows how closely the Tsar follows contemporary
opinion and the views of critical writers.

The most important of the domestic reforms of a political
character carried out under the direction of the Tsar has been
the establishment of the Duma, or National Parliament, to “‘ take
a constant and active part in the elaboration of laws ”” for the
Empire. The Tsar declared in his proclamation on the subject
that it was his desire to give to the people the firm foundation
of public liberty, based on the principle of the inviolability of the
person, freedom of conscience, freedom of speech and assembly,
and to establish the rule that no law should come into effect
without the approval of the Duma. The promise made to the
people in this proclamation the Russian Emperor has done his
best to carry out, although both the first and second Dumas
elected were soon dissolved. The reason of their dissolution was
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that they were found impracticable for law-making. As the
Tsar remarked to M. Golovin, President of the Duma, at the
New Year’s Day reception, 1907, the * bickerings between
parties rendered useful work impossible.” In a later manifesto,
he pointed out that on the part of those elected to the second
Duma, there was a ‘ manifest tendency to augment the country’s
troubles and to assist in the disruption of the State.” He also
complained, and with good reason, of the “ hostile spirit which
prevented the union of a sufficient number of members desirous
of working in the interests of the country.” In a word, owing to
the violent squabbles of the party groups, no working majority
could be formed and the Duma became a virtual anarchy. There
was also a conspiracy against the State discovered in the second
Duma. Consequently, the electoral law was modified, and,
adhering to his resolve to create a workable legislative body, the
Tsar convened a third Duma. This has shown a more reasonable
spirit, and it has now been for some months assisting in passing
useful legislation. It has criticised the Budget and reduced
estimates, but no disposition has been shown to interierence
with the Duma’s reasonable performance of the function of
criticism.

In 1906, the Council of the Empire, which has an equal share
in legislation with the Duma, was also placed on an elective basis.
Other important reforms that have been carried out, or are in
process of execution, and that were brought forward largely on
the initiative of the Tsar, are the distribution of a large area of
Crown lands and the purchase in the market of other land for
distribution among the peasantry, who have been helped to acquire
it on easy terms of purchase; the reform of local administration in
the direction of self-government ; reform of the Courts of Justice ;
the recognition of freedom of religion, and measures for the pro-
motion of education and the improvement of the condition of
the peasantry. The Tsar had repeated his intention to extend
the liberties of the people and given proof of the earnestness
of his intention, but, necessarily, in a country like Russia,
constitutional reform must be a plant of slow and gradual
growth.
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The Tsar married in November, 1894, shortly after his
accession, the Princess Alix of Hesse, by whom he has four
daughters and a son.

STOLYPIN:

FEw statesmen of recent years have been called upon to
perform a more arduous task than the one entrusted by his
Imperial master to Peter Arkadyevich Stolypin, Prime Minister

_ of Russia. That he will succeed in performing this task to the
f} satisfaction of his Imperial master and the people of Russia 1s,
¢ T consider, not only possible but probable, for M. Stolypin,
‘T%whlle ever appreciating the necessity of hastening slowly with
great reforms, is also fully awake to the dangers underlying undue
delay in matters affecting the interests of his nation as a whole.

As the author of the comprehensive scheme for internal
reform in Russia’s methods of government, M. Stolypin took
from the first a liberal and enlightened view of the responsi-
bilities of his position. That his proposed enactments failed to win
the approval of the extremists in the Duma and n the country
was almost to be expected. Nor did the fact that a considerable
section of the older bureaucracy looked askance at reforms their
training and traditions led them to believe could not be success-
fully grafted on thelife of the Russian people cause much surprise
to the present Prime Minister’s supporters.

M. Stolypin is a reformer sprung from the administrative
classes in Russia, but it may be necessary to remind my readers
that he is not the first. Within the memory of many men who
are not middle-aged to-day, much more magnificent proposals
than any the Tsar’s Prime Minister has favoured have been put
forward by various statesmen and politicians. Unfortunately,
those schemes for ameliorating the lot of the people rarely became
effective That was partly due, no doubt, to the 1ethargic fashion

largely owing to the strenuous, if noiseless, opposition offered by

an all-powerful bureaucracy. This body, providing asit does the
D
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personnel of the administrative section of the huge Russian Empire,
has been liable in the past to allow routine and tradition to
hamper the natural national development—to forget that when
the Tsar’s grandfather freed the millions of serfs he meant them
to be free men, and have at least a voice in national affairs, and
to overlook the fact that the surest road to successful commerce
and industry is to develop and foster native enterprise and
initiative, rather than to depend wupon alien assistance and
guidance. Individually, no doubt, the thousands of men whoin
some position, great or small, took part in the administration of
the affairs of the Russian Empire might, without fear of contra-
diction, be described at some time or other in their careers not
only as ardent, but, according to the standpoint, enlightened
patriots. But, as I have just indicated, liberal views become
narrowed if only through the cramped working of the machine,
and there can be no doubt whatever that when the present
Tsar ascended the throne of his fathers, at an age when youthful
1deals of national government have been somewhat tempered
by experience, the position he had to face was surrounded with:
difficulties.

That the political development of Russia was checked during
the earher years of the Tsar’s reign by the conduct of numerous
bodies of so-called reformers is beyond question. But if these
outbursts showed the Tsar that political freedom on the lines
demanded by these bodies spelled nothing short of anarchy,
they helped further to convince him that progress and the general
development of his Empire were impossible unless material
changes could be effected in the methods of administering the
affairs of his great heritage.

To find the men capable of carrying out his views in the
matter of reform, his Majesty had, with but rare exceptions,
to depend upon the bureaucratic class, and the fact that from
this class he has been able to draw ministers not only of ability
but thorough believers in his enlightened policy is confirmatiom
of the contention that, when freed from routine and tradition,
there is a liberality and breadth in their views of national govern-
ment denoting statesmanship of a high order. Rarely men of
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aristocratic lineage—drawn, indeed, for the most part from the
middle and professional classes—and seldom, if ever, recruited
from the ranks of the people, the Russian bureaucraCy répre-
sented—and, for that matter, still represents—a high level of in-
telligence and administrative and executive ability. The really
able man had opportunities afforded him of rising to the highest
positions in the State, and, indeed, outside France, it is difficult
to name another country in the world where the novus homo
had, and has, such an equal chance. The career of M. Stolypin
is in many ways, I submit, a case in point.

Born in 1862, Peter Arkadyevich Stolypin, President of the
Council of Ministers, Member of the Imperial Counecil, Minister
of the Interior, Secretary of State of his Imperial Majesty, and
Lord Steward of the Imperial Court, is still in his prime. He
was educated at the grammar schools at Wilna and Orlov, sub-
sequently graduating n the Physico-Mathematical Faculty of
the University of St. Petersburg.

At the age of twenty-two he entered the Russian Civil Service,
and for a brief period was attached to the Ministry of Agriculture.
His interests, however, were directed to public works, and he
soon became Marshal of the District of Kovno ; later on he was
promoted to the position of Marshal of the Province of the same
name. In 190r he was appointed Governor of Grodno, and,
twoe years subsequently—in 19o3—he was further appointed
Governor of Saratov.

Down to 1905 M. Stolypin’s administrative work had been
entirely confined to the provinces, and, without question, the ex-
perience he gained in the various positions he held during those
twenty years of active administrative work has stood him in
good stead in his later career.

Just prior to the assembling of the first Imperial Duma, Count
Witte went out of office as the Chief Minister of the Tsar and
was succeeded by M. I. L. Goremykin. In the Goremykin
Cabinet M. Stolypin held office as Minister of the Interior, and
when the first Duma was dissolved the Tsar appointed him
President of the Council of Ministers, leaving the Ministry of the

Interior portfolio in his hands. In 1907 he became a member
D2



20 RUSSIA’S NEW ERA.

of the Imperial Council, and early this year (1908) was appointed
Secretary of State of his Imperial Majesty.

To M. Stolypin and the members of his Cabinet has fallen
the arduous task of initiating, with what help the National
Representatives can afford them, the large programme of reforms
which he has drawn up for the benefit of Russia with the consent
and approval of his Imperial Majesty. These reforms do not
reach the levels anticipated by many hot-headed reformers who
figured none too sensibly in the debates of the first Imperial
Duma, but they unquestionably embody legislation of a character
calculated to ameliorate the lot of the people, and further, on
sane and reasonable lines, the exploitation of the enormous un-
developed resources of the Russian Empire. His varied pro-
vincial experience as a high official has convinced M. Stolypin
that reforms on the lines he has indicated are best calculated
to serve his master’s and his country’s interests, and it will not
be his fault if, when these proposals become law, they are not
administered to the advantage of the community as a whole.

KOKOVTZOV.

For a lengthy period of time Russia has been extremely
fortunate in the statesmen who have held the honourable, if
onerous, office of Minister of Finance to the Empire. Occasionally,
and that not in the far-distant past, holders of this post have been
called upon to display something little short of genius to prevent
the finances of the Empire lapsing into a condition of unspeakable
contusion through some unlooked-for natural calamity, or to
make good expenditure resulting from military expenditure.
Bad harvests in a country much of whose prosperity depends
upon agriculture cannot always be provided against, even by
pursuing a policy of most conservative finance, and from bad
harvests huge areas of Russia have suffered periodically in the
past, as they may also in the future. A Russian Finance Minister
can never put the prospects of crop failures wholly from his
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mind. He knows that such failures entail expenditure over a
much longer period than the interval between harvests, and that
until the increased revenue which the development of Russia’s
natural, but hitherto unexploited, resources provides, agricultural
distress must always be reckoned with in Imperial Budgets.

But with the dawn of Russia’s new era Finance Ministers
will have less anxiety to face from the expenditure represented
by an active military policy on the confines of the
Empire. That Russia as a great Power must always expect
to spend heavily upon the upkeep of her army and her navy is
a foregone conclusion. But so long as such expenditure is not
disproportionate to her natural revenue and does not represent
the maintenance of land and sea forces on an excessive scale,
such outlay must, I submit, be deemed legitimate. The Anglo-
Russian Agreement may mean that military economies can be
effected in Asiatic Russia, and that revenue will be diverted to
the development of national resources. Natural exploitations
must create new and legitimate sources of revenue, which, in part,
at any rate, can be devoted to relief in other directions where the
pressure of taxation has been felt in the past. The relief fore-
shadowed in Russia’s new era will not be obvious at once. It
is bound, in the nature of things, to be very gradual, and, perhaps,
the Russian people will be slower than the intelligent outsider to
perceive and appreciate the change.

One very desirable result will Inevitably arise out of the
change in Russia’s policy—one relating to the Empire’s external
credit. With new sources of revenue steadily developing, and
aggression either in Europe or in Asia no longer an integral part
of the Empire’s foreign policy, an excuse for circulating absurd
reports as to Russia’s solvency will be no longer furnished. It
has been the practice of the Minister of Finance for many years
past to publish for home and foreign consumption a mass of
Imperial revenue and expenditure statistics, which, at first sight,
appal with their very prolixity and minute observance of detail.
These annual statements, however, never failed to convey to the
intelligent student of national finance one fact of prime import-
ance, namely, that Russia, even during her periods of large
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military expenditure, was, as a State, more than solvent : the
circumstantial statements circulated throughout the European
stock markets against her credit could only be attributed,
therefore, to bourse manipulators of the baser sort. It is none
the less a regrev;cht‘éble fact that responsible journals in this country
have in the immediate past given currency to such malicious
fabrications, although easy research would have shown
the writers of such contributions that not only was Russia at
such a particular juncture more than able to meet all her
obligations to foreign wéred‘itors, but that she had never once
defaulted in the payment of interest upon a single external loan.

Recent Budget statements have shown that Russia, even
during a period of internal political unsettlement and a series
of bad harvests, has been able, without foreign borrowing, to meet
a very respectable portion of the enormous expenditure which
the war with Japan entailed. Now, however, those responsible
for the conduct of her finances are in a position to consider
whether the Empire would not be a material gainer by the
consolidation, and, possibly, the redemption, in whole or in part,
of certain war loans on terms more in keeping with Russia’s
status as a world-Power. This and other matters pertinent
to the well-being of the Empire, M. Kokovtzov, the Minister of
Finance, 1s wholly competent to deal with as they arise, a
statement amply borne out by the brief review of his career as
a servant of the Tsar, which I append.

Valdimir Nikolayevich Kokovtzov, Minister of Finance,
Secretary of State of his Imperial Majesty, Senator, and Active
Privy Councillor, was born on April 6th, 1853. Having taken
his degrees in Law and the Science of Finance in the Imperial
Alexander Lyceum, he entered the service of the State in his
twentieth year as a member of the staff attached to the Ministry
of Justice. While connected with this Department he laboured
ardously, and subsequently figured prominently in the work arising
out of the great scheme for prison reform in Russia, being in
1882, or nine years after his entry into public life, appointed to
the post of Director of the Chief Board of Prisons in Russia.
As Director and as a rational reformer, his careful administration
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of a by no means easy post attracted attention to his unquestioned
capacity, and it 1s not surprising to learn that in 18go his services
were transferred to the Chancellory of the Imperial Council.
Here he first occupied the post of Assistant Secretary of State ;
two years later he was promoted to that of Secretary of State in
the Department of Imperial Economy of the Imperial Council ;
in 1896 he was again advanced, becoming Assistant Imperial
Secretary.

This office he held for a brief period only, for Count (then
M.) Witte was Minister of Finance and required the help of an
able and energetic assistant in his department. M. Kokovtzov
accordingly became Assistant Minister of Finance, and for six
fruitful and busy years retained that position. He was an active
participant in all the important financial operations during that
period, which, #nfer alia, included the introduction of the spirit
monopoly—an Act which not only has provided the State with a
splendid source of easily collected revenue, but has freed the
peasantry from the domination of alien spirit vendors. During
this period he managed for a time the Chief Board of Non-
Assessable Taxes and of the Crown-Sale of Spirits, being advanced
to the dignity of a Senator in 1goo0.

In 1901 he acted as President of a Special Committee
appointed to inquire into the economical condition of the Central
Black-Soil Zone in European Russia, and at the beginning of
the ensuing year participated, as a member, in the labours of
a Special Conference which inquired minutely into the wants of
certain rural industries and the conditions of the workers engaged
therein.

From 1902 he acted as Imperial Secretary till Eebruary, 1904,
when he was appointed Director of the Ministry of Finance, and
in March, 1904, his appointment to the post of Minister of
Finance was confirmed. A year later he was created Secretary
of State of his Imperial Majesty, and temporarily left the
Ministry of Finance, being appointed a Member of the Imperial
Council. He returned to the Ministry of Finance, however, in
April, 1906, retaining his seat on the Imperial Council, and has
successfully negotiated the numerous and inevitable difficulties
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which arise out of the post bellum administration of a nation’s
finances.

M. Kokovtzov has participated in all the important social
reforms elaborated and initiated of late years in Russia by the
Imperial Government, rendering conspicuous service to the
Empire in the difficult task of framing the regulations in con-

nection with the creation of the Imperial Council and the Imperial
Duma.



CHAPTER 111,

BUDGET AND IMPERIAL CREDIT.

THE BUDGETS FOR 1907 AND 1908.—EQUILIBRIUM IN 190%7.—
NEw LoANS IN 1908.—RAPID FINANCIAL RECOVERY SINCE
THE WAR.—THE CREDIT OF THE EMPIRE.—CAUSES OF

DEPRECIATION AND PROSPECTS OF RECOVERY.—SECURITY

OF BONDHOILDERS.

HE Budget of a nation, presented intelligently, is very

interesting to those who will study it with care and atten-

tion. It describes and opens up the inner workings of the nation’s

commercial and administrative life. It enables us to gauge the
future prospects of prosperity. |

The Budgets of the Russian Empire for 1907 and 1908 present
much interesting matter to those who know little or nothing of
this vast and rich territory and its wonderful resources. The
Budget for 1907 was the first that has been presented in which
the representatives of the people had a right of participating
in its examination and discussion.

Before proceeding to go into details relative to this year’s
Budget, it is only right to cast a glance at the state of the Imperial
Treasury previous to 19o7. The war with Japan was, and is
at the present moment, a bad influence on the state of the
Treasury. In January, 19o4, when the war broke out, the
Treasury had a sum of 381,345,875 roubles at its disposal,
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perfectly free from any claims whatever. Not only was this
amount completely expended in 1904 and 1905, but by the
beginning of 1906 there was a deficit of nearly 158,000,000 roubles.
This was not merely the result of the war, for events at home
likewise played an important part in causing this deficit, there
being a diminution of nearly 88,000,000 roubles in revenue receipts
in the last three months of 1905 as compared with the same period
of 1904. This was owing to the various strikes throughout the
country, in addition to the expense of maintaining order, paying
indemnities and replacing damaged and destroyed properties.
Then, again, the item of “ extraordinary expenditure ’ must be
taken into consideration, for, although the war was practically
over, there was the expense of maintaining the troops still
on a war footing, the cost of evacuation, transportation and
maintenance of prisoners of war, and other incidental expenses
to be provided for. In consequence of these extraordinary
expenditures, which amounted to 405,375,775 roubles, the Budget
for 1906 showed a deficit of 481,114,001 roubles, which, in default
of other resources, was covered by means of loans. Over and
above this, means had to be found also to provide for the deficit
of 158,000,000 roubles at the beginning of the year, as well as for
the amortisation of the short-term securities issued in 19035,
amounting to 144,000,000 roubles, making the aggregate shortage,
therefore, for 1906, 783,000,000 roubles. The total revenue
(including the realisation of the Four per Cent. Rentes and the
Five per Cent. Loan of 19go6 and short-term securities) realised
in 1906 not only covered all the ordinary and extraordinary
expenditure for that year, together with the deficit for 1gos,
but the short-term securities issued in 1905 were redeemed,
and on January 1st, 190y, there was a balance of 60,000,000
roubles—more than sufficient to cover the unredeemed remainder
of the short-term securities, to the amount of 53,000,000 roubles.

The above figures do not, of course, show the complete effect
of the war on the Budget, for, in consequence of the former,
the “ ordinary "’ expenditure has increased, and particularly so
in the case of payments on loans, which in 1go6 amounted to
357,000,000 and in 1907 reached the sum of nearly 381,000,000
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roubles, owing to the increase of Russia’s indebtedness. Then,
again, the increased pension-list has to be provided for, and the
loss of the squadron must entail considerable extra expenditure.
Finally, there are many other disbursements made by wvarious
departments in connection with the war, which undoubtedly
also had a considerable influence in the reduction of revenues.

THE BUDGET FOR 1Q07.

The Budget i1s divided into two distinct parts: (1) The
“ordinary ’ revenue and expenditure, and (2) the * extra-
ordinary ' revenue and expenditure. The estimates in the
Budget for 1907 were (—

Roubles.
Ordinaty FeVERUE o' ' oo a0 sk s we 2074063800
Extraondinary: tememiie’ ¢ a. ds lea el Caa 200,721,328
Total revenue .. i« w0 s sam se | 2471680 Boo
Roubles.
Ordinary expenditure oo we o ws ows e 8 20 G
Extraordinary expenditize .. .. s 0w s 298,554,701
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The total expenditure provided by the Budget of 1907 was
subsequently increased by 45,196,500 roubles, of which 28,500,000
roubles were assigned for famine relief and 16,696,500 for other
requirements. On the other hand, certain items amounting
to 12,549,682 roubles, which were objected to by the Financial
Commission of the State Council or the Budget Committee of
the Duma, were excluded from the ordinary expenditure, and a
further sum of 6,344,381 roubles, chiefly conditional grants,
were excluded by the Council of Ministers. Thus, 18,894,563
roubles in all was deducted from the total given above, making
the ordinary expenditure 2,173,400,874 roubles. There were
also some transferences from ordinary to extraordinary expen-
diture, and the extraordinary expenditure was increased to
324,585,916 roubles, so that the total was 2,497,986,809 roubles.
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The ordinary revenue was estimated at 2,320,000,000 roubles ;
but owing to the redemption of short-term securities, and the
consequent postponement of further loans, the extraordinary
revenue only reached 135,425,000 roubles (instead of 296,731,328),
making a total revenue of 2,455,425,000. The Budget of 1907
thus left a small balance to the good, and the financial equilibrium
was attained without any fresh borrowing.

THE BUDGET OF 1g08.

But it will be otherwise in the present year, during which
it may be necessary to borrow in order to provide for all the
“ extraordinary ”’ requirements of the Empire. The draft
Budget, which the Committee of the Duma were engaged in
discussing while this book was being prepared for press, showed
the following estimated receipts and expenditure (—

Roubles.
ATy TeveitieE . e «x v ss we s 27308887 060
Ordinary expenditure .. .. .. .. .. .. 2,307,5880,169
SRS Bl o e ok as, it PRk 1,336,831
Roubles.
EXtraordinary TeVenue .. .. «: se oo s 7,000,000
Extraordinary expenditure .. .. . se  ws 197,965,607
Deficit o il it dike el I i S 190,965,697

Less the small surplus of ordinary revenue over expenditure,
there is shown a deficit of 189,628,866 roubles, which it is proposed
to cover by a loan or loans. The estimated ordinary revenue
is 143,900,000 roubles more than in 1907, and 47,200,000 roubles
more than the actual receipts of revenue in 1go6. The estimated
ordinary expenditure is 144,100,000 roubles in excess of the assign-
ments for 19o7. This includes 55,700,000 roubles more for the war
services. In extraordinary expenditure there is a reduction
of 57,100,000 roubles in the expenditure entailed by the late
war and its consequences, and of 81,900,000 roubles in famine
relief. But there is an increase of 10,800,000 roubles in the
amount assigned to railway construction, and of 2,200,000 roubles
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in advances to railway companies. On the whole, extraordinary
expenditure shows*a decrease of 126,600,000 roubles.

ORDINARY REVENUE.

It may be well to glance at a few of the items of revenue and
expenditure.

b

The “ ordinary "’ revenue, as presented in the Budget, it may
be explained, includes all the principal forms of taxes and duties
levied throughout the Russian Empire and, as set forth here,
not only give an idea of the absolute amounts, but also of their
relative importance and the place they occupy in the general
resources of the country.

The most important source of ‘‘ordinary’’ revenue is the
spirit monopoly, which is estimated to yield 30 per cent. of the
entire revenue. The Government sale of spirits was introduced
in 1894, and is now in force all over Russia, excepting the Trans-
caucasus and the Transcaspian territories. The revenue from
this source, of course, depends on the consumption of spirits,
and we find that 1906 comes to the front with 85,415,000 vedros
of alcohol (40 per cent. pure), making an average of about a vedro
or 2% gallons per capita. This amount is not large when one takes
into consideration that every village—no matter how small—
has its ““ shink,”” or inn at which spirits are sold, and from which
the State derives a profit. The estimated revenue for 1908
from this source amounts to 696,225,000 roubles.

State or Government railways were built either by the
Government, or by joint stock companies, from which they
eventually passed into the hands of the State. The construction
of railways was carried on by Government both from the general
resources of the Treasury and from loans specially contracted
to cover the expenditure incurred. On the redemption of private
lines by the Government, the obligations of such lines are likewise
transferred to the State, and the payment of the principal and
interest on the stocks and bonds of such companies is made
a first charge on the net receipts. Should, however, the receipts
be not sufficient to meet these charges, the shortage is made
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good by the Government, and, as such, is entered as a debt
against the company. On the redemption of railways by the
Government, the shareholders receive supplementary remuneration
in proportion to the profits made by the company, such amounts
paid being charged against the company as a loan.

Of the total length of 60,000 versts of railway lines in Russia,
the State controlled in 1907 41,167 versts, carrying 6,580,346,000
poods (or about 100,000,000 tons) of freight, and nearly
100,000,000 passengers. The total receipts amount to 489,000,000
roubles, or 11,878 roubles per verst ; while the working expenses
for the entire length amount to 401,445,000 roubles, or 9,751
roubles per verst.

The revenue derived from railways is made up of the passenger
fares and freight charges, a State tax of 15 per cent. on passengers
and goods carried mm passenger trains, and of miscellaneous
receipts not directly connected with the State working of railways
—such as telegraph receipts, hire of rolling stock to railway
companies, &c. Besides the earnings of State-worked lines
the Government receives certain sums from railway companies—
from its share in their profits, and from several other obligations
of the railway companies mentioned under different headings
in the Budget, as well as overcharge of freight not claimed by
senders, &c.

The estimated receipts from railways for 1go8, including the
15 per cent. “ State tax,” make in all a revenue of over 530,750,000
roubles, or 22°9g per cent. of the total “ ordinary ” revenue.

The receipts from State properties are collected principally
from the leasing of properties and enterprises, and represent
also the interest on State funds in the hands of foreign and home
bankers. This last item, including profits derived from Govern-
ment banking operations, amounts to about 23,000,000 roubles,
while the total revenue from State properties and funds reaches
126,660,000 roubles. Besides the rents from a variety of sources,
the State draws a considerable revenue from its forests (58,483,000
roubles), oilfields (12,093,000 roubles) and fisheries (2,549,000
roubles). The rents and leases of State undertakings and the
income from Government works, technical establishments and
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stores bring in 13,539,679 roubles.  Gold mines are only estimated
to yield 523,000 roubles this year.

The estimated amount of revenue from royalties 1s 88,800,000
roubles, and includes the Postal service, with its 5I,445,I00
roubles, and the Telegraph and Telephone service (31,141,000
roubles). The balance is distributed between the mining-tax
revenue and Mint profits. The former amounts to but 290,000
roubles, levied on copper and pig-iron, while the Mint profits are
5,050,000 roubles, the latter representing the profit made by
the State on the difference between the market price of silver
and the Mint price, which is always above the market.

Next in order to the spirit monopoly and State railways,
the Excise and Customs receipts, or “ indirect taxes,” follow with
490,034,000 roubles, or 21°I per cent. of the total ““ ordinary ™
revenue, and comprise the amounts of duty levied on each of the
following products :—

Roubles.
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The larger half of the above total, viz. : 249,487,000 roubles,
represents the Customs revenue.

The two largest items under the liquor tax are spirits and
beer. The dutyon the former is 11 kopecks per degree of pure
alcohol, and provided last year a revenue of over 8,000,000
roubles (this year’s estimate 12,610,000 roubles), while beer
1s responsible for 15,000,000 roubles (this year 18,500,000 roubles).
The Customs revenue is derived from duty on imported goods.
These receipts, which fell off to a considerable extent from the
very first year of the war, rose again in 1906, and even exceeded
the receipts for 1903, and there was a further increase in 1907.

Land, Personal and other taxes come under the heading of
“direct ” taxes, and include the following :—

(1) The State land tax, various land taxes in the Polish
provinces, Siberia and other districts; taxes on real estate
(chiefly in towns and boroughs) ; the hearth tax in boroughs and
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villages in Poland ; the tent tax on the Steppes; rents from
peasant colonists on State lands in Siberia ; the State tax on
inhabited houses and other assessed taxes. The income from
these sources is estimated at 61,577,000 roubles, the land tax alone
producing more than a third of this amount, and real estate
18,693,000 roubles. (2) State tax on commerce and industries,
consisting of the principal tax on trade licenses, amounting to
90,727,000 roubles. (3) Tax on securities and accounts current.
This is levied on incomes derived from Government and other
securities, interest on deposits in banks and special current
accounts, and is estimated at just under 21,000,000.

The heaviest item under the Duties section is the revenue
stamp duty—52,200,000 roubles. The duty on deeds of sale,
death and legacies is 23,575,000 roubles ; the 15 per cent. railway
tax, already referred to under State railways, 19,000,000 roubles ;
harbour dues, 3,104,000 roubles, and the fire insurance duty,
4,600,000 roubles. The latter is levied on all kinds of fire
insurance of all property, both real and personal, at the rate of
50 kopecks per 1,000 roubles of the amount insured, but in no case
more than 20 per cent. of the premium. Miscellaneous duties,
estimated at over 10,000,000, bring the total under this section
up to 116,949,000 roubles.

The total amount of reimbursements due to be paid the
Treasury during 1907 from various sources is %2,500,000 roubles.
This amount is made up of advances made to railway companies,
Government employees and officials, hospitals and infirmaries,
savings banks, schools, &c., and includes subventions to State
and official institutions, &c.

War indemnities to be received during 1908 from Turkey,
China and Bulgaria amount to 10,691,000 roubles.

Under the heading of Redemption of Land by Peasants, the
estimate for 1906 was 35,000,000. The estimate for 1908 is only
507,000 roubles. This is due to the Manifesto of 1905, which
decreed the final abolition, from 1907, of such payments to the
State. The amount in 1907, and due in 1908, is only from a small
class of peasants, who had allotments of State land under different
conditions prior to the liberation of the serfs.



| -
Ldm

BUDGET AND IMPERIAL CREDIT. 33

Various miscellaneous revenues, in addition to 488,000 roubles
derived from the sale of Government lands, bring the total of
ordinary revenue in the estimates for 19o8 to 2,318,887,000
roubles, exceeding the estimates for the preceding year by

143,900,000 roubles.

ORDINARY EXPENDITURE.

The Ordinary Expenditure in the Budget for 1908 is distributed

in the following manner :(—

} Roubles. Per Cent.

|

|
State undertakings s | 762,900,000 32°0
State defence e . 499,900,000 216
Public Debt .. ; ‘ 386,000,000 16-6
Administration - } 664100,060 385
Miscellaneous -

|

Tatal © ou Sas & sa sl 25397500060

The expenditure of the Ministry of the Imperial Household is
put down at 16,359,595 roubles, the same as in 1906 and 1907,
while the estimate for the maintenance of the higher administra-
tion of the Empire is #,6%75,000 roubles.

Church administration, maintenance of clergy, bishops, the
various palaces, cathedrals, monasteries and convents, &c., is
allowed 29,739,000 roubles.

The Ministry of the Interior is assigned 144,124,000 roubles :
Finance, 428,549,000 ; Foreign Affairs, 6,208,000; Education,
53,149,000 ; Justice, 58,943,000. The Ministry of Ways of
Communication, having charge of the working of State railways,
&c., is granted 552,299,000 roubles.

The Ministry of Commerce and Industries, from a total of

33,000,000, has 13,750,000 assigned to the Mining Department.
E
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Agriculture claims 58,987,000 roubles, of which the Forest
Department received over 18,000,000.

The War Minister will have at his disposal the sum of
433,142,000 roubles, which includes the following items :—
The maintenance, armament and equipment of the troops, with
the staffs and medical services and military schools ; the Civil
Department, which includes the maintenance of the military
administration of Turkestan, where the military organisation
of the district institutions has not yet been replaced by civil ;
the maintenance of a separate corps of gendarmes, and subsidies
from the State to the deferred-pay pension fund of the Army.
The expenditure of the War Ministry likewise includes an assign-
ment in case of a rise in the price of provisions and forage, which
1s in the Budget and amounts to 8,000,000 roubles, but not in the
estimates of the War Ministry, and also the civil administration in
some Cossack territories. The estimates for 19o8 are 43,554,000
roubles more than 19o6. This includes an increase of the grant
made 1n 1905 for improving the condition of private soldiers,
consisting of increased pay, extra rations, tea, underlinen, &c.
The maintenance of troops absorbs 314,442,000 roubles, this
being the heaviest item of expense, and 41,393,000 roubles more
than in 1907. |

Ministry of Marine.—The bulk of the allowance for this
Ministry—87,092,000 roubles—is for ¢ State Defence.” The
Budget for 1907 provided only 5,000,000 for new ships, for, until
the confirmation of the new shipbuilding programme, the only
work done is in completing ships now in course of construction.
This year shipbuilding is assigned 1,733,000 roubles more than
in 1907. The total of these estimates for 1908 is 12,097,000
roubles more than those for 1907.

The Audit Ministry—which acts as auditor for the Govern-
ment—receives an allowance of nearly 10,000,000 for expenses.

The estimate in the Budget for the Public Debt, is to the
exact amount of the Government obligations on its loans, and
reaches 385,966,000 roubles.

The Budget very wisely provides a fund for ¢ unforeseen
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requirements ”’ that may arise in the course of the year. This
fund amounts to 10,000,000.

In comparing some of the items of revenue and expenditure
we find that Russia’s great source of income is its spirit monopoly.
The Budget for 1908 gives the revenue and expenditure of this
monopoly as 696,225,000 roubles, and 213,984,000 roubles,
respectively, leaving a net profit of more than 400,750,000.

The State railways do not make such a good showing compared
with the monopoly, for obvious reasons. In the first place,
there was an increase in the working expenses in 1907, amounting
to 30,000,000, due to the increased cost of materials, labour and
manufacture, estimated at 9,000,000 roubles, to the inclusion of
2,003 versts of new lines, the working expenses of these requiring
about 4,000,000 roubles ; and, finally, the further increase of traffic
in 1907 required a proportionate increase of expenditure, estimated
at 8,000,000 roubles. The Government cannot apparently keep
the average working expense per verst down to a reasonable
average. It 1s gradually increasing. In 190z it was 8,409
roubles per verst; in 1906, 9,290 roubles, and in 1907, 9,649
roubles. One of the causes is supposed to be the rise in the price
of fuel and other materials, as well as the greater cause of labour.
In the Budget for 1908 the working expenses of the State railways
show a further increase in assignments to the extent of 35,906,000
roubles, and the total expenditure upon them is 517,000,000
roubles, being 41,000,000 more than in 1907.

One of the departments for which a provision of 1,863,000
roubles is made is the Administration of Studs, having for its
object the development of horse-breeding in Russia.

EXTRAORDINARY RESOURCES AND EXPENDITURE.

In the Budget for 1908 the only extraordinary resources are
the following : Perpetual deposits in the State Bank, estimated
at 1,900,000 roubles; the sale of State lands to the peasantry,
to be paid for in instalments, the amount in 1908 being put at

100,000 roubles; and repayments of alimentation loans to
E 2
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peasantry, estimated at 5,000,000 roubles. These sums make
7,000,000 roubles, and together with the estimated surplus of
ordinary revenue over ordinary expenditure (1,336,831 roubles)
will be employed to cover part of the extraordinary expenditure
for 19o8.

Grants for extraordinary expenditure in the Budget for 1908
are made for the following purposes :—

The liquidation of war expenditure and claims arising there-
from, and not settled for in 1907, a total of 66,888,000 roubles,
which is 57,137,000 less than in 1907.

Famine and other relief funds 7,732,000 roubles, only, against
no less than 89,057,000 roubles in 1907.

The construction of railway lines is estimated at 59,387,000
roubles, an increase of 10,773,000 on 1907.

For the purpose of covering the expenditure of the Chinese
Eastern Railway, it is proposed to advance the Company, on
the security of railway bonds guaranteed by the Government,
the sum of 7,500,000 roubles.

For the expropriation of the right to liquor revenue belonging
to private persons and institutions prior to the introduction of
the spirit monopoly, and due in 1908, is the amount of 3,680,000
roubles.

At the end of 1906, for the purpose of augmenting the resources
of the Treasury, an issue of short-term securities of the Treasury
was made in Germany to the nominal value of 52,978,905 roubles,
which are still in circulation. These securities were issued payable
on different dates in 1go7, but their redemption was postponed
until this year by an arrangement with the Bankers, and conse-
quently the necessary amount to meet them has been assigned
in the Budget. It is 52,979,000 roubles. These sums bring
the total of the extraordinary expenditure for 1908 to 197,965,697
roubles, being 126,620,218 roubles less than in 1907.

It was expected that the fulfilment of the Budget of 1907
would leave the Ministry of Finance with a balance of 18,000,000
roubles, being excess of ordinary revenue over ordinary expendi-
ture. But this could not be taken into account for covering
extraordinary expenditure in 1908, as the revenue for the last
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three months of 1go7 had not been verified when the estimates
for 1908 were prepared.

The total of extraordinary revenue mentioned above (7,000,000
roubles) will, together with the estimated surplus of ordinary
revenue over ordinary expenditure (1,336,831 roubles) be employed
to cover a part of the extraordinary expenditure for 1908. The
Minister of Finance, as I have intimated, proposes to cover the
shortage of 189,628,866 roubles by means of loans. But the
amount of loans it is proposed to issue in 19o8 will depend on
whether the fulfilment of the Budgets for 1907 and 1908 will
yield any surplus to be transferred to the free balance of the
Treasury ; or whether, on the contrary, the revenue will prove
insufficient to cover the expenditure for 1907 and 1908 in full.
Should the receipts of revenue be favourable, the Minister of
Finance will consider it his duty to have recourse to loans only
to the amount strictly necessary, as was the case in 1907, when
there was a considerable reduction on the first estimates of the
amount of loans to be issued.

NATIONAL CREDIT.

The Minister of Finance in his statement calls attention to
the growth of the National Credit since the War, as evinced,
among other things, by a continual increase of cash depoSits n
the State Savings Banks, showing a progressive accumulation
of small capital among the middle and lower classes of the
population. The accretion of deposits in 1go6 showed an excess
of deposits over withdrawals of 63,000,000 roubles, which is more
than the average annual increase in the normal five years’ period
of 1899-1903 (42,700,000 roubles). In 1907 the rate of increase
of cash deposits in the first seven months of the year was also
greater than that average, but this was partially due to a rise in
the rate of interest paid by the savings banks from 3°6 per cent.
to 4 per cent. Commercial credit was also in a comparatively
favourable position in 1907, but in the latter part of the year,
Russia, like all other European countries, felt the effects of the
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financial crisis in America, and of the monetary stringency.
Russian funds were affected by the fall in prices, and the State
Bank had to put up its discount rate to 7%, as that of the Bank of
England was for a time advanced to 7. The course of exchange
gradually improved during the year, but the Russian rouble
suffered a slight relapse towards the end of 1907, owing to the
perturbed state of the money markets.

The Minister of Finance makes these temperate observations
in concluding his explanatory statement of Russian finances in
1908 : “ There is good reason to think that the state of our credit
abroad will not suffer essentially (from the unfavourable monetary
conditions) ; the renewed activity in trade and industries, and
especially the increase in our exports, will, under favourable
circumstances, sufficiently counteract the bad effects of the
factors above mentioned. Although the past year’s harvest has
not proved as abundant as had been expected from ‘the state of
the crops when ripening, it is nevertheless sufficiently plentiful
for exportation abroad.”

The indications as to the present year’s winter crops are not
wholly favourable, but it is too early at the time this is written
to judge of the harvest of 1908, and there may be some improve-
ment in this branch of Russian national industry.

Enough has been said to prove that Russia’s financial outlook,
far from being as black as it is painted by hostile critics, is in
reality an exceedingly promising one. The cost of the war has
been provided for without unduly increasing the burden of debt,
and even now the total indebtedness of the Empire per head
of the population bears favourable comparison with that of other
countries. Moreover, the virtual equilibrium of the Budget
has been re-established, and there is every indication that, if the
current year’s operations do result in a debit balance,the deficiency
will not be one of serious dimensions. The financial resources
of the State are enormous, and by the exercise of ordinary
prudence, ‘the Ministry of Finance should, in future years,
experience little or no difficulty in providing for the needs of the
nation without resorting to further borrowing.

Apparently the period of unproductive borrowing is at an
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end, and if loans are issued in the future, it will be for the most
part for expenditure of a reproductive character. If, for instance,
the Government wishes to acquire railways now privately owned,
or to extend existing State lines, it may become necessary to
raise additional capital. But in such circumstances the most
captious critic will have nothing to find fault with. In all
countries the acquisition and construction of railways are
recognised as legitimate objects of State expenditure, and if
Russia chooses to adopt this most natural method of stimulating
the development of her natural resources, even her enemies
cannot criticise her.

The rumours which gained currency in Paris some time back
that M. Kokovtzov, the Russian Minister of Finance, who had
been visiting the French capital in the course of a holiday tour,
had obtained the consent of the French Government to the early
issue of a loan of [130,000,000, was clearly the work of some
not very accomplished farceuwr, and may be dismissed as a Parisian
coq a I'ane of the usual type. It soon evoked a categorical denial
from St. Petersburg, and no one familiar with the present con-
dition of Russia’s finances can feel surprised that the whole story
was officially characterised as “‘ totally devoid of foundation.”

Personally, I must confess to have been quite amazed by the
report in question, even though it emanated from a news agency
which has a propensity for circulating stories as unreliable as
they are sensational, for in the course of my interview with
him in St. Petersburg last year the Minister of Finance most
definitely assured me that there would be no Russian loans
whatever during 19o7, and that proved to be the fact. Any
1ssue that may be made this year will, however, be for productive
purposes, and will stimulate the material development of the
Empire. 1t will not, in short, be a dead load of fresh debt, but
a prudent expenditure of capital on useful public works, yielding
an adequate return and calculated to increase the wealth and
prosperity of the country.

It may appear strange that, in spite of Russia’s comparatively
strong financial position, the credit of the country abroad should
remain at a relatively low level. That Russia’s credit has been
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extremely low is unquestionable. Explanations or no explana-
tions, there is no getting away from the fact. Her securities
have been quoted on a lower basis than those of any other State
borrowers, save, perhaps, the Republic of Colombia and the
Province of Buenos Ayres. Her credit, taking her Four per Cent.
Bonds as the basis of comparison, is lower than either Spain or
Turkey. It may appear curious that the financial repute of the
Sick Man of the near East should be held in appreciably higher
esteem than that of the Tsar of all the Russias. Yet such is the
case, and few can deny that the circumstance constitutes an
extraordinary anomaly. Turkish finances, it may be contended,
are now under international control and to that extent are on a
different plane from those of Russia. But international control
does not carry with it any international guarantee, and the
Turkish bondholders will, in all circumstances, be dependent
upon the proceeds of certain assigned taxes in the dominions of
the Sultan. In other words, international control alone cannot
be held accountable for this glaring anomaly.

The exceptional depreciation of Russian credit, even if it
is unjustifiable, is capable of perfectly plausible explanation.
It 1s due partly to financial and to a still larger extent to political
causes. In the first place, we must not lose sight of the fact that
the decline in national credit has not been confined to Russia.
Every country, for reasons which are now well known and
acknowledged, and which need not be enumerated here, has had
a more or less similar experience in the course of the past five
years. In the case of Russia, however, the difficulties of the
position were aggravated by two important facts: first, the
necessity of extensive borrowing; and, secondly, political
disturbances at home and consequent anxiety on the part of
bondholders. Fresh borrowing at any time tends to depreciate
national credit, but when it is undertaken in an abnormally
unfavourable market, and at a time when the borrowing Power
has been subjected to apparently disastrous defeats on sea and on
land, the consequences are bound to be serious. Added to her
financial difficulties, Russia has throughout had to contend with
the most systematic and unscrupulous attacks upon her political
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stability. Time after time it has been predicted that she was
on the brink of revolution and that her default upon her debt
charges was only a question of months.

As calm and impartial observers believed and expected,
neither of these dismal prophecies has been fulfilled. The manner
in which Russia has surmounted her difficulties, political and
financial, has taken her enemies completely by surprise, and has
won the admiration of her friends. Her critics have been
dumbfounded and are reduced to sullen silence. But they are
extremely well-organised, and, being actuated by racial hatred,
they are still ready, on the first available opportunity, to begin
a fresh attack no less unscrupulous than the last. When they
do recover their powers of speech, I can only hope that Russian
bondholders and investors generally, warned by past experience,
will not be bamboozled by their next effusions. The Russian
Government, provided it pursues its preserit prudent policy on
political and financial questions, need not be alarmed by the
lame and impotent attacks of its enemies within and without the
Empire. A Government which has survived the criticisms of
the past few years can afford to face further antagonism, however
unscrupulous, with equanimity.

Already there are signs that politically, financially and
industrially the country has entered upon a new era of revival.
Peace reigns at home, and the Government has recently been able
to effect satisfactory arrangements which give promise of a long
spell of friendly intercourse with the only two foreign Powers
with which there was any possibility of its being brought into
conflict—to wit, Japan and England. The financial improvement
1s visible in the expansion in public revenue and, as noted above,
in the steady growth of savings bank deposits. So far as industrial
progress 1s concerned, the trade returns and reports from various
manufacturing centres tell a gratifying tale. It is evident that
the worst effects of the war and of the subsequent disturbances
in industrial centres have passed away and that a period of
material recuperation has set in. Prosperity is very welcome,
not only because it must increase the well-being of the people,
but because it must tend to simplify the task of constitutional
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reform. ‘A prosperous people is seldom discontented and 1S
more inclined to approach the problem in a reasonable spirit
than a poverty-stricken population, ready, in its despair, to risk
a devastating revolution.

It is small wonder that, in these circumstances, Russian credit
should recently have undergone a distinct improvement. Singular
to relate, Russia is practically the only country that can point
to an appreciation in the price of its stocks in the course of the
past twelve months. The securities of the other Powers have
further depreciated within that period, whereas those of Russia
are substantially higher than a year ago, the Five per Cent.
Loan showing an appreciation of 15 points in the past 12 months.
It may be said that the revival in Russian bonds is due to the
fact that in this case there was altogether exceptional room for
mmprovement. Still, the fact remains that a revival has occurred,
though, as already pointed out, the credit of the country is even
now considerably lower than that of other nations whose assets
and resources are insignificant, both absolutely and in relation
to area and population, compared with those of Russia. Sooner
or later this anomaly will be at an end and Russia will enjoy
credit commensurate with her position as a first-class political
Power possessing immense financial resources.

Before the war Russian credit was almost as good as that of
Germany, and better than that of Italy. To-day, judging by
the price of her stocks, it is lower than that of a Balkan State
or a South American Republic. It is inconceivable that this
state of things can continue indefinitely. Sooner or later the
market value of her bonds will be restored, not, perhaps, to its
old level—for monetary conditions are different from what they
were formerly—but at least to a figure which will re-establish
her financial superiority over the minor nations of the Old and
New Worlds. As recently as 1903 Russian Fours were quoted
at over 103. To-day they are worth only about 874 to 88. Part
of the depreciation is due to influences which have adversely
affected the market value of all kinds of securities. But, even
when this circumstance is allowed for, it must be admitted that
the decline in Russian bonds has greatly exceeded the fall that
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has taken place in other international securities. Take, for
instance, the case of Hungarian Fours, which in the same interval
depreciated only from 103} to 934 On the other hand,
Spanish Exteriors have risen from 85} to 954 ; while Turkish
Unified Four per Cent. Stock has advanced from 86% to gb.

Let it be granted that the war with Japan was bound to have
an unfavourable effect upon Russian credit. All I contend is
that its influence has been exaggerated and unjustified. Even
if due allowance is made for the increase in indebtedness, the
anxieties created among investors by unscrupulous rumour-
mongers, and the various political difficulties with which Russia
has had to contend, it must be allowed that a depreciation of
over 20 per cent. in the credit of the nation far exceeds the bounds
of reason and common-sense. No impartial observer, I imagine,
believes that, financially speaking, the great Muscovite Empire
—which, whatever its military and naval disasters, is destined,
because of its immense natural resources, to achieve great triumphs
in the peaceful domain of industry and commerce—is inferior
to Spain and Turkey. Before the war it enjoyed a credit inferior
only to that of great nations like England, France and Germany.
When the effects of the struggle have passed away it will surely
be entitled to equal consideration.

The fears of an impending default on the part of Russia,
once so industriously stimulated by her enemies, have now, it
may be hoped, definitely disappeared. It is no longer fashionable
to talk knowingly of Russian insolvency, and no sane investor
in England or on the Continent seriously believes for a moment
that there is any danger of Russia ceasing to meet her obligations
with unfailing regularity. If Russia wanted to default, she
could have done so long ago with every show of plausibility.
French investors might have been greatly perturbed, but in the
end they would probably have submitted, however grudgingly,
to some fresh arrangement. The fact that Russia did not, at
the most critical period of her history, both politically and
financially, ask her bondholders to submit to the smallest sacrifice,

is proof positive of her desire to act honourably to her creditors,
however great her difficulties.
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Russia’s difficulties, however, have proved the investor’s
opportunity. The depreciation in the market value of her bonds
has provided the prudent capitalist with exceptional chances
of remunerative investment. In the scare of 1906 her Four
per Cent. Bonds stood below 69, while the new Five per Cent.
Bonds were obtainable at 13 points below the price at which
they were issued (89) to the public a few months before. At
one time it was positively asserted that a further collapse was
inevitable, and that interest payments were on the point of being
suspended. But there were far-seeing and confident investors
who did not believe those stories, and who have since had the
satisfaction of seeing a substantial profit on their investment.
There are many, too, to-day who believe that the Russian revival
is only in its infancy, and who are prepared to back their opinions
in no unmistakable fashion. Their rewards, I doubt not, will
be equally gratifying. The recent firmness of Russian bonds,
evoked widespread notice and surprise, though not, perhaps,
among those who are aware of the strong support now being
accorded to Russian securities in well-informed and influential
quarters.

It is unnecessary here to repeat the many cogent reasons that
have been advanced for feeling confidence in the ability and the
desire of Russia to meet all her obligations. It has been pointed
out that, even now, the indebtedness of the Empire, with the
war debt added, is relatively light in proportion to the population.
Moreover, it has been shown that the present annual service
of the enlarged debt requires only 17 per cent. of the total ordinary
revenue of the Russian Empire. Finally, the receipts of the
Treasury are showing steady growth, political unrest has practi-
cally subsided, and the country is entering upon a new era of
peaceful industrial prosperity. |

RussiaAN BonD PRICES AND YIELDS.

For the benefit of those who may be contemplating an
investment in Russian securities at the present comparatively
tempting prices, I append a list of the bonds known on the London
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Stock Exchange, with the latest prices and the yields offered

to potential purchasers :—

Approxi-
Rate of | Amount mate
Loan. Interest.| Outstanding.| Price. | Yield per
Cent.
Per Cent. £ 7
1822 5 4,445,736 | 104-108 4%
1859 3 2,027,800 | 67-69 5
Nicolai Rallwa,y, 1867 9 s 4 19,697,265 87-89 5
Trans-Caucasian Rly., 1882. 3 7,641,847 | 70-72 4%
Consolidated, Series 1. ; 4 26,471,805 | 871-88% 4%
Consolidated, Series 1I. 4 46,968,276 | 873-88% 4%
Consolidated, Series I1I. 4 12,123,003 | 84-83 st
Rentes, Series 1., 1894 4 265,000,000 | 78-80 L
Bonds .. ol o 33 15,307,432 | 77-80 5
Dvinsk, &c. 4 2,795,680 | 83-85 5
1906 ; : 5 13,107,000 | 971-907% 5%
Volga—Bougoulma Rallway 4% 1,386,324 88 gl
Moscow Loan 5 1,889,560 | 96}-063 5%




CHAPTER 1IV.

CURRENCY AND BANKING.

THE RussiaAN CuURReENCY.— THE GOLD STANDARD.—THE
NATioNAL DeBT, AND HOW IT 1S PROVIDED FOR.—THE
STATE BANK AND BANKING METHODS.—JOINT STOCK BANKS.

—LAND BANK.—SAVINGS BANK DEPOSITS.—SPECIE MOVE-

MENTS.

HAVING, in the preceding chapters, given an interview
with the Russian Finance Minister, and dealt with the

Budgets for 1907 and 1908, I now refer to incidental matters of
which some exposition is necessary for the right understanding of
Russian economics. These include (1) the established ratio
between gold and paper money, to ensure stability for the paper
rouble ; (2) certain banking institutions and methods; (3) the
evolution of the National Debt and the Budget provision for
the service in the current year; (4) the imports and exports of
specie.

When you go to your bank and ask for five golden sovereigns
in exchange for a five-pound note, you get them—provided the
note is a good one. If, twelve years ago, say, you were to have
presented a hundred-rouble Russian Government bank-note to

40
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the cashier of this very same Imperial Government Bank that
issued the note, and asked him to give you gold in exchange for
this note, you would have found him making rapid calculations
after which he would have handed you out the gold, but not to
the amount of 100 roubles ; instead of this amount, you would
have received about 65 roubles in gold, and the rest (about 1 rouble
66 kopecks) in silver. In other words, you would have received
about 605 roubles in gold in return for 100 roubles in paper. If you
take a 25, 50 or 100-rouble note and examine it carefully, you
will find that on the face of it the Imperial Government Bank
promises to redeem the note “ on demand >’ for its full face value
“1n gold or silver coin.”

This expression looks well on paper, but it worked out very
badly in practice—at least in Russia. Russia must have gold
to pay the interest on her loans and to pay back the principal
when due. Foreign countries that lend Russia money do so in
good golden sovereigns, golden Napoleons, or 20-mark gold pieces,
and they consequently want the principal and the interest paid
back in gold. When you received a bill of goods in Russia from
some foreign country, and you were presented with a Custom
House bill for import duty for, say, 40 roubles, this meant 40
roubles in gold, not paper currency, and in order to pay that bill
you would have to go to the banker or money-changer and buy
gold, on which you would have had to pay a premium of about
50 per cent.; otherwise, for the 40 roubles in gold you would
have had to put down about 60 roubles in paper currency.

This, at least, was the case up to 1895. But in that year, the
Ministry of Finance, in order to put an end to the continued
fluctuations in value of the paper rouble, which changed, practi-
cally speaking, every day, perhaps only a fraction, yet sufficient
to cause a continual trouble in knowing the exact value of the
rouble to-day compared with yesterday, offered facilities for all
payments to the Treasury and railways being made in gold at a
certain ratio between gold and paper currency, to be determined
from time to time by the Minister of Finance. In 1895 this ratio
was established at 1 rouble and 48 kopecks in paper currency
for 1 rouble in gold, the golden imperial (10 roubles) thus being
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taken for 15°24 in paper and the new 10-rouble gold coin at
14° 80 in paper currency.

In 1896 a new value was established, 15-48 for the old and 15
for the new coin, the ratio between gold and paper being thus
15 paper roubles for 10 golden roubles, or imperials. This was
confirmed in 1897, and it was proposed to maintain it, and impose
upon the Government Bank the duty of accepting paper money
at the above ratio in exchange for gold. During the same year
the golden imperial (15 roubles) and the half imperial (7 roubles
50 kopecks) appeared as a permanent introduction of the new
ratio, and there it has been maintained since.

A regular value of the paper money currency having thus
been introduced, a law was passed in 1897 to the effect that paper
currency may be issued by the Government Bank when necessity
occurs, but on the following conditions. If the amount of paper
currency does not exceed 600,000,000 roubles it must be guaran-
teed by half that sum, while every issue above this amount must
be guaranteed to the full amount in gold deposited at the Bank.
This guarantee fund was represented in 1906 as follows :—

Millions of

Roubles.

Total amount of paper currency .. .. .. .. .. 1,200:0

Total amount of gold in Treasury and Bank .. .. 1,038:6

Percentage covered by gold reserves .. .. .. .. 861

Guarantee fund in gold to cover paper currency o 986-0
Percentage of paper currency covered by above gold

Eadl e et el A ome gaa wm mad o ER 817

Having in 1897 sufficient gold for specie payments (the amount
was 1,206,000,000 roubles on December 31st, 1896), the Govern-
ment undertook, as M. Routkovsky puts it, in his pamphlet on
Russian Finances, to deliver the country from the incontro-
vertible currency.” The silver rouble was then the unit of
currency, but in consequence of the constant fluctuations in the
price of silver, the white metal was considered by the Imperial
Russian Government, as by the Governments of most other
European countries, to be too unstable to be used as the standard
monetary unit. It was therefore decided to make gold the unit
of currency, and only to use silver for subsidiary coins. The
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credit note was given the value in gold which it had in commerce
on the average of the three preceding years, viz., 66% kopecks in
gold, or two-thirds the value of the former gold rouble. By this
means the reform was introduced without disturbing the existing
economical conditions of the country. The Imperial Ukases of
| January 3rd, August 26th, and November 14th, 1897, and the
Coinage Law of July #th, 1899, have definitely settled the currency
question on the basis of gold as the standard of value. The unit
is a rouble containing 0°7742 grains of pure gold, and equal to
2s. 1*45d. of British currency. The State Bank of Russia 1s the
only credit institution which has the right to issue State credit
notes, exchangeable at par at the State Bank and its branches,
and both gold and credit notes are legal tender to an unlimited
amount. The exchange of State credit notes at par with gold
is guaranteed both by the gold reserve and by the whole State
property, forests, railways, State lands, &c. Silver is no longer
included in the metallic reserves of the State Bank for the purposes
of redemption. It is still legal tender for taxes and dues to the
Government to an unlimited amount, but no private individual
1s bound to accept silver to the amount of more than 25 roubles.
The effect of this currency reform was that gold and silver coin
rapidly took the place of the notes withdrawn from circulation
and the volume of currency increased considerably. So also did
the stock of gold in the State Bank, and in circulation. At the
end of 1899 the amount of gold was 1,566,000,000, of which
927,000,000 were in the State Bank and the Treasury, and
639,000,000 in circulation.

The Bank notes issued during the war began to be withdrawn
from circulation in 1906, and their withdrawal was continued
in 1907. On January 1st, 1907, the amount of notes in circulation
was 1,280,000,000 roubles. During the first half of 1907 there
was a withdrawal of a temporary issue made in 1906 to the
amount of 90,000,000 roubles, and besides that, 10,000,000 roubles
of former issues. During 1907, owing to increased exports of
grain, there was a special run on the State Bank, amounting in
all to 200,000,000 roubles. The issue of notes was, however, only

160,000,000 roubles, so that by October 23rd, 1907, there were
' K
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only 1,340,000,000 roubles issued into circulation (of which
56,500,000 roubles were in safes of the State Bank). The amount
of gold in circulation on October 23rd, 1907, was 605,900,000
roubles, and the gold stock in the State Bank had risen to
I,254,800,000 roubles.

Reference was made in the last chapter to the Russian National
Debt, and the following figures show how this has grown during
the past 40 years :—

Roubles.
In 1862 the amount was o ed kL A s B G osbEE
In 1872 the amount was e b Ll sl et | BERB0IEBES00
In 1882 the amount was .. .. .. .. .. 4,356,000,000
In 18g2 the amount was .. .. .. .. ‘.. 4,076,000,000
In 1902 the amount was Srl o lem e wd uly o G GEAI0E HIBO0
in 3963 the amount was .. ... .. .. .. 6;651,836;000
In 1904 the amount was e Bl a b e et OB T AB.000
I 1dos ‘the amount Was .. .. .. ov v 7,841,164,000
In 1966 the amount was .. .. .. '.. .. 8;62%,566,000
In' 1907 the amount was .. .. <.  ae  «s  8;720,000,600

On January 1st, 1906, the National Debt was composed of
the following items of loans :—

Roubles.
Three. per ‘Cent, Loans .. .. o g e e 554,310,356
Three-and-a-Half per Cent. Loans i e s 166,532,173
IHO0 HEF CREIgaIE L. o e e s ek 200,000,000
Frp0 PN et db0alIS | i  sev e st wa s 845,125,400
Hour per Cent. Leans . S ek e owe SRdAT AT T
Four-and-a-Half per Cent. Loa,ns R 253,804,312
Hixc per Cent: 'Woaks' .. da b We Uae s TR03F0BE8
Five-and-a-Half per Cent. Loans sdinival ol L aas 38,462,875
Six per Cent. Loans R N T e 0,259,259

BUEEL o0 aa " en Tar G Yt W e UBMaBado8

During 1906 the permanent debt was increased by
1,275,151,101 roubles, but Treasury Bonds to the amount of
490,756,392 roubles were paid off.

At the outbreak of the Russo-Japanese War, in January, 1904,
the National Debt of Russia, exclusive of the Mortgage Bonds
of the Nobility and Peasants’ Land Banks, amounted to

6,636,000,000 roubles.
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The increase in the Debt since 1904 is due largely to the
provision for war expenditure, but also in part to expenditure in
famine relief. In the course of three years (1905-1907) the
Treasury expended 240,000,000 roubles on food, seed, and other
necessaries for the famine-stricken districts. The net increase
in the States capital liabilities were, in 1904, 430,000,000 roubles ;
1905, 759,000,000 rE)ubles; 1906, 784,000,000 roubles. In 1907,
besides the postponement of payments on short-term securities,
there were 12 series of Four per Cent. Rentes issued, to the
nominal value of 120,000,000 roubles. |

At present, after paying all expenses entailed by the war and
1ts consequences, which amounted to 2,256,000,000 roubles, the
National Debt is 8,729,000,000 roubles.

On summing up the total of the extraordinary expenditure
on the war for the years 1904-6, and comparing it with the
resources used to meet it, the result is as follows :—

RESOURCES.
Roubles.
Realised from loans in 1904 ... .. .. .. .. 382,038,000
Realised from loams in 1905 ..o o we o us 638,274,250
Realisetd from 1oans M 1000 .~ «s @ wr 0 0. 704,531,250
Realised from short-term securtties; 1905 .. L 151,176,799
Realised from short-term securities, 1906 .. .. 336,398,433
Balance of grants of previous years (prior to 1904) 300,000
General resources of the Treasury L e 385,498,013
SO sa i oitm Jiremabiog il s 2,598,716,745
EXPENDITURE.
Roubles.
Expenditure entailed by the war and its conse-

QUONGES dOL TGA~0. +.. wv s e tewn e 2,131,818,000
Redemption of short-term securities, 1903 i 14,997,960
Redemption of short-term securities, 1906 Ve 444,934,733
Expenses of issuing Five per Cent. Loan of 1906

and short-term securities 2 & Ll ditel A 6,966,052
Unredeemed short-term securities (since redeemed) 52,978,905

The total of the expenditure equals the amount of the total

of resources—2,598,716,745 roubles. The above data are far
B &
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from giving a complete picture of the influence of the war. They
only show the expenditure which is classed as extraordinagy.

But the ordinary expenditure has likewise increased in conse-
quence of the war, particularly so in the case of payments on
loans, which in 1903 were about 290,000,000 roubles, and in 1906
amounted to 357,000,000 roubles, in 1go7 reached the sum of
nearly 381,000,000 roubles, and this year the amount 1s 386,000,000
roubles, owing to the increase of the national indebtedness.
Pension assignments have also increased considerably, owing to
pensions granted to wounded military men now on the retired
list, and to the families of the men killed in the war. The loss
of the squadron must likewise entail considerable expenditure.
Finally, there are many other disbursements, which it would be
difficult to follow up in detail, made by various departments in
connection with the war.

According to a law passed in 1886, the deposits of the Savings
Banks, commercial and loan banks, as well as the Transcaucasian
and other charitable boards, were transferred to the State on
liquidation, and the Treasury undertook to pay the interest and
capital on such deposits. As many of these latter were never
claimed by the owners, and had to be escheated, the assignments
for interest and capital on the deposits of these late banks are
fixed at the average expenditure of the last three years.

Many of the loans of former years have been fully redeemed
or converted, and no assignments are made under that head in
the Budget, but as the redeemed securities and their coupons
are still in circulation, and are presented for payment, the National
Debt estimates, therefore, include a special provision under the
head of * Payments on redeemed loans, the grants for which
have been closed.” This assignment is likewise calculated at the
average actual disbursements for the last three years.

On loans that are paid abroad the bankers are allowed a
commission of from 1 to } per cent. on the sum paid out. For
receiving deposits of Russian Government securities for custody,
with a receipt indicating the name of the depositor, the Banque
de France is paid at the rate of 20 centimes for every bond of the
nominal value of 1,000 francs or under, with an additional 10
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centimes for every consecutive 1,000 francs or part of that sum.
Finally, every year expenditure is incurred on changing and
drawing securities, or transmitting redeemed bonds and coupons
from abroad and on printing securities. @ With the exception of
the last item, which can be exactly calculated, all the other above-
mentioned expenses are reckoned at the average actual outlay
for the previous three years.

Although all of Russia’s foreign liabilities do not come under
the head of ‘ National Debt,” yet they have to be reckoned
with for what they are—labilities. These consist principally
of the following :—

1. That part of the National Debt which is in the hands
of foreigners—not living in Russia.

2. A certain amount of the mortgage bonds of the Nobility
Land Bank.

3. About 8o per cent. of the bonds and a certain part of
the shares of existing railway companies.

4. Stocks and bonds of foreign joint-stock companies
operating in Russia.

5. Stocks and bonds of Russian joint-stock companies
held by foreigners.

6. Undertakings and property belonging to private foreign
subjects.

7. Money lent on short terms by foreign banks and
capitalists to Russians.

Before the beginning of the Russo-Japanese war, Russia’s
annual disbursements under the above heads as foreign
liabilities were estimated at about 220,000,000 roubles, while
at present they represent a charge of about 260,000,000 roubles
per annum.

There is only one so-called ‘“State Bank of Russia,” which
1s in reality the Government. The two are the Russian State
financially.

The Russian Treasury is the State with regard to the fulfilment
of the Budget ; the Bank of Russia is the Russian State carrying
on banking operations. The Russian Treasury has a current
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account at the Government bank, just the same as a partner
of a banking institution might have a private account with
his own firm. In the same way, in the ordinary course of things
and under normal conditions, the Russian Imperial Treasury
has always a very considerable balance at the Government
Bank, and it is only in cases of great calamities that this balance
may fall to an insignificant amount, and there may even be an
overdraft—theoretically speaking.

At the beginning of the Russo-Japanese war the balance
at the Government Bank due to the Russian Treasury reached
419,000,000 roubles, in consequence of which the Government
Bank was enabled to limit its issues of notes to %46,000,000
roubles at the time when the total guarantee fund (including
gold in hand and balance of the Russian Bank in foreign banks)
of these notes exceeded 1,000,000,000 roubles. This excess was
owing to the receipt of these enormous deposits prior to the war.
Therefore, in gradually withdrawing these vast sums for war
expenditure, the Treasury in no way disturbed or affected the
stability of the bank in question, just as the withdrawal of an
important and large account from the books of a sound banking
institution would not affect its status. When the balance of the
Imperial Treasury was exhausted (which it never really is) the
Government Bank had still its guarantee fund, sufficient to cover
the redemption of notes presented.

When doing business outside of the Empire, the Imperial
Treasury and the Government Bank separate, and each of them
has its own current accounts in London, Paris and Berlin and
other places. The former keeps these accounts for facilitating
its transactions regarding its foreign loans, the payment of interest,
&c., as well as making payments on Government orders for the
convenience of its foreign Embassies, &c. The Government
Bank keeps its foreign accounts for its own foreign banking
operations. The Imperial Treasury renders no statements and
is answerable to no man, while the bank is a public institution
and is responsible for its actions, and must render an account
of its doings to the public and its depositors, one of which—and

the principal one—is the Treasury.
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The situation of the Russian Government Bank on February
8th, 1907, was as follows :—

ASSETS.

Roubles.
Cash and credit notes 1,294,085,000
Portfolio 191,582,000
Advances, loans, &c... 301,170,000
Stocks, bonds, &c. 00,881,000
Branch accounts 296,992,000
2,174,7 10,000

LIABILITIES.

Roubles.
Capital and reserve 55,000,000
Notes in circulation .. 1,230,000,000
Deposits 478,407,000
Treasury current account .. 84,797,000
Branch accounts 342,914,000

In the Estimates of the Budget for 1907 the estimated revenue
from ‘° commercial profits of State Bank ” was put down at
17,000,000 roubles, and in the Estimates for 1908, * profits on
State capital and banking operations ” stand for 20,997,000.
The Russian Government Bank is therefore actually the property
of and a business enterprise undertaken by the Russian Imperial
(Government.

Ordinary banks were first introduced into Russia in 1864.
Before that the Government Bank—the official bank of the
Empire—was practically the sole institution of its kind in Russia.

The banking system in Russia 1s in reality only in its infancy ;
the vast majority of commercial transactions are settled with
ready money, which is used for the payment for grain and other
produce. This ready money, so far as interior markets are
concerned, means exclusively paper currency. Although in
larger commercial centres, like St. Petersburg, Moscow, Odessa,
Kiev and Warsaw, cheques and drafts are used to some extent,
as a rule all bills are paid in paper currency. If we take the
principal commercial and industrial centre of Russia—Moscow—
we will find that every merchant there has always a large amount
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of paper money on hand. You will meet some of the wealthiest
Russian merchants in Moscow—millionaires—who, as a rule,
carry about with them thousands of roubles tucked away in their
top boots or in their inside pockets.

According to an official return there were in January, 1907,
35 joint stock commercial credit banks in Russia, having a total
capital of 211,100,000 roubles. Of these, 10 were in St. Petersburg,
of which nine have a capital of 130,000,000 roubles. The tenth
is the Russian branch of the Credit Lyonnais, whose capital is
not included in the above. At Moscow there were five banks
with a capital of 29,000,000 roubles. Of the provincial banks
there were two each in Warsaw, Lodz and Rostov on the Don,
and one each at Revel, Biellostok, Wilna, Voronesk, Kasan,
Kieff, Minsk, Nizhegorod, Odessa, Oral, Pskoff, Riga, Tiflis, and
in Central Asia ; the capital of these 20 banks being 52,100,000
roubles.*

The operations of the State Peasants’ Land Bank have been
considerably extended by the Manifesto of 1905. Up to
December 31st, 1906, this bank had agreed upon the purchase of
2,303 estates, with an area of 8,937,500 acres, for the total sum
of £38,737,000, of which the sale of 764 estates, of an area of
3,167,615 acres and a value of £13,979,000, had been carried
through, while terms had been agreed to regarding 1,058 estates,
with an area of 4,400,000 acres. Advances have been made by
this bank for purchases made direct by the peasants in 5,350
cases, affecting 2,600,650 acres, of the value of f12,147,000, so
that, during the above term, the peasants had acquired 5,768,265
acres, while a further 5,770,000 acres had been examined and
reported upon for purchase. From November, 1905, to the
end of January, 19o7, this bank decided to purchase on its own
account 2,687 estates, with an area of 8,701,379 acres, at a cost
of £39,026,658, while the proprietors of 1,297 estates, with an
area of 5,201,068 acres, agreed to the terms offered by the bank.
Notwithstanding this, the bank acquired, during this period
only 870 estates, having an area of 3,507,142 acres, at a cost of

£15,504,642, or about f4 8s. per acre.
* See Appendix No. 1.
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During this period the bank decided to advance the peasants
for the purpose of enabling them to purchase 2,530,942 acres
of land direct from the holders of the private estates, the sum
of £12,445,148. With part of this amount, together with previous
advances made to the peasantry, the quantity of land acquired
by them amounted to 1,770,349 acres, valued at £8,300,385. In
order to meet the payment of the cost of the land acquired by
the Peasants’ Bank, as also the advances made to the peasantry,
the bank was obliged, up to February 1st, 1907, to issue bonds
to the amount of over £9,000,000, bearing interest at 6 per cent.
per annum. Apart from this, the arrears, amounting to nearly
£3,000,000, were transferred by the bank. The total amount
thus provided for by the bank was over £12,000,000. State
banks for mortgage loans to the nobility up to 1905 had owing
them 450,000,000 roubles. Of the smaller mortgage banks
there are about 60, both for nobility and peasantry.

The number of State savings banks increased during the
period of 1897-1906 from 4,354 to 6,664, and the number of
depositors from 2,500,000 to 5,500,000. On December 31st,
19006, the deposits in these banks exceeded £104,266,666, without
taking into account interest to the amount of £3,125,000. In
addition to this, there were in the savings banks at the end of
that year paper securities valued at £24,583,333. During the
10-year period (1897-1906) the amount of deposits more than
doubled, while the paper securities increased more than five-fold.
In 1905 there was a decrease in the deposits of over £11,000,000,
while in 1906 there was an increase of deposits exceeding
£17,056,250, thus wiping out the former decrease and leaving
a net mcrease of £6,572,915 as compared with the preceding
year of 1904. The decrease of 1905 was caused by the internal
troubles which produced a panic amongst the depositors. The
balance of cash deposits on October 1st, 1907, amounted to
1,090,700,000 roubles and, as recorded in the previous chapter,
in the first nine months of 1907, the increase of cash deposits
amounted to 55,700,000 roubles, or 13,000,000 more than the
average annual increase for 189g9-1qo3.

Very little silver is produced in Russia, and consequently
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considerable quantities are imported from London for coinage
purposes. The imports were especially heavy in the four years
1896-1900, when the Bank of Russia bought over a hundred
million roubles’ worth for coinage requirements. The exports
and imports of silver for 11 years are shown in the following
table :—

CoIN AND BULLION ONLY, EXCLUSIVE OF SILVER GooODS.

Exports. | Imports.

Years. (1,000 (1,000

Roubles.) | Roubles.)

TR R L B L 2T e S 1,757 21,653
T e R RS PR SR PP S e T SR 2,786 42,680
RRE e L e it Bl s e s e s 6,774 70,440
P e R SN S R Y S T D 4,510 30,566
i B R e - B SRR 1 R T R 2250 33,745
18093—-1899 (5 years’ average) e 3,616 39,816

cr o MM A SR T TR T R 17,044 28,040
s R S S TR S P T S 3,704 9,365
Pt S T R R T R T A L 6,243 6,121
il e ot a0 SRR b Sl N S R 1,756 6,006
1004 .. .. .« . .o sk i R R 34,711 19,209
1000-1904 (5 years’ average) . 12,872 14,126
N e T T A 40,356 e oh i

It is to be observed that throughout these 11 years the imports
have, with one exception, exceeded the exports, and in most cases
to a very large extent. The average excess for the first five years
was 36,200,000 roubles and for the second five 1,254,000 roubles.
Silver is exported to Asia, but only to an inconsiderable amount,
except during the late war, when the shipments, both overland
and by sea, reached a very high figure. Part of this exportation
was effected in the following manner :—Tens of millions of silver
roubles were sent to London to be melted down, and bars of
highly-refined silver were obtained in exchange and sent to

Manchuria.
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The gold movements for 11 years are shown in the following

table :(—
Exports. | Imports. ‘
Years. (1,000 (1,000
Roubles.) | Roubles.)
189¢ 306 34,743
1896 hE] 134,919
1897 5,967 | 139,077
1898 358 100,923
1895-1899 (5 years’ average) 11,100 91,628
1900 116,368 5,122
1901 68,319 8,668
1902 866 29,857
1903 2,821 20,919
1904 3,801 6,978
I900-1904 (5 years’ average) 38,435 14,309
1905 6,014 6,125

The average excess of gold imports in the five years 1895-1899
was 80,528,000 roubles, and in the following five years the average
exports exceeded the imports by 24,126,000 roubles. Besides
the imports, Russia replenishes her stocks of the precious metal
by the product of her own gold mines, which have an output
of over 40,000,000 roubles annually. Prior to the nineties, the
bulk of Russia’s gold output used to be exported, while the
imports of gold into the country were inconsiderable.
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CHAPTER V.

RUSSIAN TRADE OPENINGS.

IMPORTS AND EXPORTS.—A FAVOURABLE YEAR.—PRACTICAL

HINTS AND PRECAUTIONARY COUNSELS.—RUSSIAN TRAITS.
— GERMAN AcTIVITY.—OPPORTUNITIES FOR BRITISH MANU-
FACTURERS.—CHARACTER OF RUSSIAN TRADERS.—NO
BusiNEsS DIFFICULTIES OR OFFICIAL OBSTACLES.—SOME
INTERESTING INTERVIEWS.—AMERICAN AND ENGLISH

TESTIMONIES.—COMMERCIAL MUSEUM AT St. PETERSBURG.—

MACHINERY IMPORTS.

: I'HE basic principles of commercial success at home and

abroad are the same in both cases, but the methods applied

in carrying them out are different. The manufacturer and
the traveller doing business in the home market only know its
requirements and all the surrounding difficulties, whereas the
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British manufacturer going into foreign fields 1s obliged to study
the world’s markets and their surroundings. He will also be
obliged to renounce his home methods and apply such methods
as are best adapted to the particular national requirements of
the country he intends doing business with. Throughout the
world to-day, marvellous opportunities lie to the hand of men
capable of conception of action, or capable of crystallising brain
thought into such form that the tools are created whereby the
end desired is attained.

The Russian Empire to-day offers one of those inexhaustible
fields of opportunities for the British manufacturer who is willing
to conform to the demands and requirements of the country.
The firm that, in opening up business with Russia, starts out with
the idea of forcing on the buyer goods or machinery that are not
exactly what he wants, is not only making a grave mistake,
but is hurting the good name of the British manufacturer, and 1s
damaging the value and quality of British manufactures in
general.

If you have the right goods at the right price, and will make
your goods known to the world, you will create trade. No
single market or country is best for all manner of commodities,
but Russia, with its vast expanse of territory, offers the British
manufacturer an unlimited market. In the present chapter my
aim is to point out the mistakes made and to offer suggestions
to those desirous of doing business with Russia.

But first let me give a few figures showing the extent of
Russia’s external trade. The following table shows in millions
of roubles the value of Russian exports and imports, and the
increase or decrease each year from 1899 to 19go6. This includes
the period of the Russo-Japanese War (19o4-5) when Russian
imports fell off ; and also the following year, when Russian
external trade was, to some extent, affected by civil disturbances
in the industrial centres. In 1906 the imports again increased,
but an official memorandum points out that the abnormal expan-
sion of 25'4 per cent. in this year was due to Vladivostok and
Nicolalevsk being ““ flooded with foreign goods in consequence
of the abolition of custom imports in the East during the war.”
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The imports through the European frontier in 1906 showed an

increase of only 10} per cent.

Exports. Imports. | Increase (+)

Value in Increase. Value in or

Million Million Decrease (—)

Roubles. Roubles.

Per cent. Per cent.
i N 6270 — 6505 —
B & i e 716-4 + 14°2 626-4 — 37
ROOT i5  h. e 761+6 + 6:3 5034 — 52
XO0Z oo _sa s 8603 + 130 5002 + 1I1:0
107 1,002 + 164 6817 + 138
0L v v 5 1,006-4 4+ 04 651-4 — g
S5 Ny er v 1,007+2 + 70 6351 — 25
(575 R 1,002°Q 4+ T4 7064 + 254
3007 wu  wu 4 1,00I+9Q — 6244 =i
|

As regards 1907, the full official returns had not reached
me up to the time of going to press, but the figures given above
show the total value of exports and imports from and to Russia
across the European, Caucasian and Black Sea frontiers, including
the trade with the Grand Duchy of Finland. Reduced to pounds
sterling, the total value of this trade amounted in the year 19o7
to £172,568,316. The value of exports reached £102,866,632,
and that of the imports was £69,701,684. Compared with the
year 1906 the exports were lower in value by £2,593,473, or 2°5
per cent. On the other hand, the imports showed an increase
of value amounting to £4,447,684, or 6°7 per cent. On the whole,
the bulk of the trade of 1907 shows an increase of £1,854,211
over that of the preceding year.

The Consular report of Mr. Vice-Consul C. Mackie states that
“The year 1907 was, on the whole, a more favourable one for
Russia than its predecessor. This was particularly the case in
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agricultural respects, agriculture constituting the basis of this
country’s prosperity. The harvest of the past year, although
less than the average for the preceding quinquennial period of
1902-1906, was superior to that of 1906, and the material wants
of the agricultural class forming the mass of the population
found more or less satisfaction. The effect of the better yield
of the grain crops in 1907 on the economic condition of the
peasantry in some provinces and districts was, however, not so
favourable as might have been expected, the latter requiring
further pecuniary aid from the Government for their sustenance
and also assistance for obtaining seed after the harvest of 1907
had been gathered. This was not so much due to the failure
of the crops in the provinces and districts referred to as to the
local resources having been exhausted owing to the deficient yield
of the harvest of 1906, and to some extent to the fact that a large
number of hands from the works and factories in the towns had
been obliged to return to their villages.

* In commercial respects the year under review cannot be said
to have been for Russia a very advantageous one if compared
with preceding normal years, though the manufacturing industry
of the country—the prosperity of which is mainly dependent
on the results of the harvest—showed some improvement as
compared with the year immediately preceding. The metal-
lurgical industry seems again to have suffered most for want of
orders, and the decrease of work in this branch has undoubtedly
caused some distress among the working classes.”

The importation of foreign goods into this country is on the
increase. Of manufactured articles imported in 1907, the
following proved to have been supplied in greater quantities :(—
Textiles ; machines and apparatus of cast iron, wrought iron and
steel ; agricultural machines ; reaping and sheaf-binding machines ;
firearms; brass and tin-plate manufactures ;' motor cars; physical
instruments, appliances and apparatus; and musical instruments.
The articles supplied in diminished quantities were :—Clock and
watch-makers’ wares ; machines of a particular class and hand
tools ; cars for electric traction ; cast irom, wrought iron and steel
wares. In the course of the past two years the increase of imports
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has been 136,900,000 roubles, and the figures are considerably
over the average of the previous five years.*

In certain branches of trade in which England has lost ground,
it 1s not the demand that has decreased, but it is the business
enterprise and activity of the German representatives that has
increased, and in this way taken away trade from Great Britain.
Old methods must make room for new and up-to-date methods.
Two things are necessary to success in every undertaking—
namely, experience and brains, or in other words—knowledge
and enterprise. The school in which experience is obtained 1is
always a hard one, and I fear the British manufacturer does not
profit by it—at least as far as Russian trade is concerned. That
is where the German gets the better of the Englishman. German
firms advertise successfully, and make their goods and machinery

known all over the country by means of agents, who visit the

* The following table, taken from figures of Russian trade published in the
Viestnik Finansov, shows the countries of origin of Russian imports during
the past seven years :—

Increase or
Decrease in
Average 1907 over Or
Country. for 1906. 1907. under the
1901 to 1903. Average of
1001-1Q05.
Roubles. Roubles. Roubles. Roubles.
Germany . 221,100,000 | 270,400,000 | 311,400,000 |+ 90,300,000
Great Britain 102,G00,000 | 104,400,000 | 114,300,000 |+ 11,400,000
United States 47,400,000 45,100,000 53,300,000 |+ 5,900,000
BEATCE ... ou s 26,800,000 28,200,000 28,600,000 |+ 1,300,000
Austria-Hungary 23,400,000 | 21,300,000 | 23,600,000 |+ 200,000
China .. . 19,700,000 18,500,000 | 15,800,000 |— 3,900,000
Egypt .. I 3,700,000 12,200,000 12,200,000 |— 1,500,000
Holland 10,800,000 13,200,000 11,500,000 |+ 700,000
faly L . 9,900,000 10,800,000 13,000,000 |+ 3,100,000
East Indies .. 9,000,000 9,300,000 11,500,000 [+ 2,500,000
Belgium 7,000,000 7,200,000 9,000,000 |+ 2,000,000
Norway T 6,800,000 6,000,000 7,900,000 [+ 1,100,000
Turkey 3 6,400,000 6,600,000 6,500,000 |+ 100,000
Switzerland .. §,400,000 1,600,000 2,200,000 |— 3,200,000
Denmark 5,100,000 5,600,000 5,400,000 |+ 300,000
Sweden. . 4,300,000 6,500,000 11,200,000 |+ 6,900,000
Roumania 1,800,000 800,000 2,100,000 |+ 300,000
Finland 2 3,700,000 32,000,000 | 29,300,000 [+ 5,600,000

The above table shows that the greater part of the increase fell to Germany,

whose trade improved 90,300,000 roubles.

That country supplied 39 per cent.

of Russia’s importations in the average of the years 1901-1905 and 45 per cent.

thereof in 190;.

named was 11,400,000 roubles.

Great Britain’s share of the increase between the two periods
But, whereas her share of Russia’s importations

(average) for the period 1901-1905 was 20 per cent,, it had fallen to 16 per cent.

in the past year.
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remotest farms and villages to secure orders. The English
traveller, on the other hand, is seen very seldom. The British
manufacturer prefers to secure some local agent and entrust him
with the sale of his goods. This may be advisable in some lines,
but it is a grave mistake in other instances, especially so in the
agricultural and other machinery lines. This is due to the
fact that in most cases this local agent has several other similar
lines, and it is to his interest to push those on which he has the
most profit. The British manufacturer, unfortunately, is not
so liberal as his German competitors.

While on this subject I cannot do better than quote what
Consul-General C. S. Smith, at Odessa, says on this point :—

‘“ Certain persons of no standing pay one rouble (2s. 1d.) and
get their names entered in British directories. British firms at
home, hearing that work is to be done, enter into communication
with these individuals, and even adopt them as agents, without
making adequate inquiries as to their reliability, though frequently
their reputation is such that no local merchant of any position
will deal with them. Even references, where they are given,
may 1n reality be very questionable documents, however pro-
mising they seem outwardly.

“ The British firm then suffers losses, and discredit falls
indiscriminately on the guilty and the innocent. Firms of high
standing in Odessa positively refuse to give information, lest,
being falsely confused with dishonest dealers, they should lose
their reputation. It would be to the interests of all if prospective
British traders in Odessa goods were to make careful Inquiries
on the spot before entering into relations with unknown buyers
or sellers. When information is needed, inquiries should always
be personally made, especially in country towns, where it some-
times happens that the signatures of directors are forged by
clerks, who are bribed by the buyers in question to write letters
favourable to themselves. Needless to say, the very existence
of these documents is unknown to the authorised directors or
managers. Many of these buyers or agents are men of straw
or hand-to-mouth speculators, without a penny or a scruple to
their credit.

G
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“ Their methods are as follow. 1In the first instance a
British seller ships cargo and entrusts the documents to a bank.
The local buyer renders prompt and exact accounts in such an
exemplary manner that he is eventually entrusted with the
documents directly. After a while he informs his seller that there
is no trade to be done that year, and that he will hold over the
cargo till the next year for'a warehouse rent of, say, 10 roubles
per month. The cargo is, of course, never heard of agamn.”

In speaking of travellers, it will, perhaps, be of interest to
state that all commercial travellers in Russia must provide
themselves, on arrival at the Russian frontier, with a traveller’s
licence at a cost of 50 roubles (about £5), to which must be added
10 per cent. for various other extras. In addition to this,
they must take out in the same manner a trading licence for the
person, firm, or company on whose behalf they are travelling,
unless the firm or company in question already has a represen-
tative in the country, who, of course, has his own trading licence.
The cost of the above-mentioned trading licence is 150 roubles
(about £15), with an additional 30 per cent. for extra charges.
If the traveller arrives after July 14th the cost will only be half
the above—for the remaining half-year. A member of a firm
on visiting Russia need only provide himself with a trading licence
in his own name, a traveller’s licence in this case being unnecessary.
Should the firm, however, already have a representative in the
country, no trading licence 1s necessary for this particular member,
as the tax is then paid by the local representative of the firm.
Foreigners of the Jewish community may obtain trading hicences
in Russia only by special sanction of the Ministers of the Interior,
Finance and Foreign Affairs. The law relating to commercial
travellers in Russia does not extend to Finland, where British
commercial travellers are exempted from the payment of all
travellers’ taxes.

Let me suppose, for the sake of illustration, that the firm of
Smith and Jones manufacture a certain class of machinery for
which there is a demand on the Russian market. I will also
presume that this firm has never done any business in Russia,
but is enterprising enough to want to try. In that case the first
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thing to be done is to send a representative to Russia to look
the field over. This representative must be a thorough man of
business ; he must understand the working of the machinery,
and he ought to be able to speak Russian, so that he can prosecute
his own researches and make his own investigations without the
medium of an interpreter or second party. When in Russia, he
ought to make it his business to visit, if not all, at least the principal
centres of industry that afford an outlet for his machinery. The
class of machinery already in use in these various centres must
be examined, and he ought to find out what are the results
produced and the kind of work done by them. His next step
would be to compare this machinery with his own. Should the
latter not do as good work as the former, it would be waste of
time and money to attempt to compete, without knowing that
he could make his own do better work.

It is a mistake, and a grave one, that is committed by some
manufacturers who attempt to foist their goods on to the Russian
buyer, whether he wants them or not. Another fatal error is
made by the manufacturer of machinery who persists in selling
the latter because it does the work to satisfy himself, and because
it is the kind of machinery used in the home market. Admit
that his machinery does the work, if not better, at least as well
as that of his future competitors, who are already in the market.
This is a point in his favour, but he ought to make all the efforts
possible to make his production do better work, and, if any slight
alterations will help to attain such a result, he ought not to
hesitate one moment.

Then, again, he must not measure or judge of this better work
by his own standard of merit, but the standard must be in
accordance with the demands and requirements of the existing
Russian buyers, who, in their turn, have to supply their customers
and satisfy the exigencies of the local market, which may be
entirely different to the “ home market,” or, possibly, even of
any other country. Once certain that his article can do better
work and produce better results than that sold by his competitors,
he 1s fairly sure of his ground, even should his price be a trifle
higher.

G 2
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The next question is that of freight, as it plays an important
part in the price of the article. He will find there are several
possibilities that present different inducements in the way of
cheaper transportation facilities. The next information ought
to be the amount of duty to be paid on this particular make
of machinery, the amount of which must not be considered
prohibitive, as it is the same for all foreign makers, and if the
Russian wants the goods or machinery the duty comes out of
his pocket when he makes the purchase, the foreign manufacturer
merely advancing the amount for the time being.

When all these preliminary points are settled, our manufacturer
can go ahead, but he must first investigate carefully. He must
be well advised, and must see for himself. He must protect his
patents, and secure the best possible local representative, who
has no similar line to compete with or undersell him. He must
lay his plans carefully, and not approach the matter in a half-
hearted way ; he must put the same energy and determination
into it that he does into his own home trade. He must also not
forget that experimental efforts are possible. He will have to feel
his way, and then come to definite conclusions, and formulate a
sensible plan of operations suited to the requirements and
temperament of his customers. When he has found the right
road he must put on full steam ahead, and then the competitors
that follow him will have to spend a shilling where he has spent
but sixpence.

If Smith and Jones decide to handle the trade in a vigorous
and energetic manner, a catalogue must be supplied to their
representative, or single leaflets, with a full description of each
machine separately and in the Russian language, must be provided.
If the prices for this kind of machinery sold by other foreign
makers are given in roubles, the British manufacturer must give
his price in roubles, inclusive of freight, duty and other charges,
and the price quoted must be f.o.b. the freight car at the local
railway station or on board the steamer at the dock. There are
times, of course, when this is not practicable, owing to the wide
range of fluctuations in the rate of exchange. There was but
little fluctuation at St. Petersburg in the exchange on London
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during 1906, but in the latter part of 1907 it was to some extent
affected by the disturbed monetary conditions which were felt
more or less by all nations.

When perfectly sure that they can compete, both as regards
results and price, with other foreign makers, Smith and Jones
may commence by covering the field. A traveller who under-
stands the practical working of the machinery can then work in
conjunction with the local representative, who will give him all
the assistance possible. This traveller must, at certain periods
of the year, cover the ground thoroughly ; he must be able to
speak the language, and understand the ways and temperament
of the Russian buyer. In doing business with the latter, the
traveller must always bear in mind the fact that he is dealing
with a Russian. He must not “rush him” ; he must get at
him gently, and make him his friend first of all. It will be to his
interest to impress his customer with a desire to please, and study
his interests at the same time. The social side is the most
important factor in trade and commerce with the Russian, and
if our traveller understands this, the mere fact of his being an
Englishman will do the rest. There is no getting away from the
fact, the “ Anglitchanin” is a persona grata in the Russian
Empire, but this advantage must not be used in an offensive
and undignified way. The stiff British domineering manner
must give way to that cosmopolitan spirit of affability which is
so hard for the average Englishman to acquire.

The most important point to be considered in the Russian
trade is the question of credit. This is one of the difficulties that
keep many British manufacturers from entering the Russian
market, but, if you want to do business in that country, you
must give credit. It is the custom, and you cannot alter it.
As an example showing how this credit system is worked, I will
mention the annual fair at Nijni-Novgorod. It is on during the
month of August, and extends into September, lasting in all
about six weeks. The goods and merchandise bought at the
previous year’s fair are paid for before the actual opening of the
fair of the current year, and the merchant who does not settle
his bills stands a very poor chance of getting any new bills of
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goods, unless he makes an arrangement, by renewing his bills
and paying something on account. But even in this case he
must be a very well-known merchant, who has established a good
credit for several years previous.

The Russian merchant looks at the question of credit from a
different standpoint from ours. He maintains that, if a man’s
credit is good, the money is good, and, if he gets his 6 to 8 per
cent. for that money, he considers he is getting an extra profit,
and the money is just as good as in the bank. The Russian’s
faith in humanity is great; he is a good-natured, whole-hearted,
sincere and honest fellow, and he believes every man is honest
until he finds him out otherwise. Present-day cant and hypocrisy
have not yet impregnated the Russian’s heart; the modern
uncharitable way of looking at things finds no harbour in this
honest man’s nature.

The real Russian is always willing to help another in trouble,
and many a Russian has helped his competitor and got him out
of a tight place. As an illustration, I will mention the case of
a German manufacturer who went to the fair with a large quantity
of German jewellery. He had heard of the enormous business
transacted every year at Nijni-Novgorod, and, without making
any extensive inquiries, he collected quite a valuable lot of goods
from various manufacturers in Germany, which he obtained on
three, four and six months’ credit.

On his way to the fair he made the acquaintance of a well-
known Russian merchant from Moscow. The latter gave him
some hints and advice, and recommended a certain hotel, where
he himself was in the habit of staying every year. Furthermore,
seeing that the German had never been there before, and was
entirely ignorant of how business was transacted there, he told
him whenever he wanted to know anything to come to him, and
be careful with whom he dealt and in whom he confided. In
short, these two became  friends.”

The Russian very quickly introduced a Jew *‘ runner ” to the
German, who started at once to sell bills of goods. His first
customer was a Tartar from Siberia, from some place the German
had never heard of before. Every man who came was a stranger,
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and wanted the usual credit—12 months. The German, when he
awoke to the situation, found that he would have to wait 12
months for his money, whereas all the goods would have to be
paid for by him within six months. Then the question came up,
Who are these men ? Will they pay at the end of 12 months ?
He was not a rich man, but he must maintain his credit and
meet those bills, and he felt sure that the German banks would
not discount those long-term notes. He felt lost.

He invited his Russian friend to dinner, and in confidence
explained his position. The first question put to the German
was as to the amount of profit made on these goods, which was
rather handsome. One question led to another. In the end
the Russian saw the somewhat unpleasant predicament of his
German ° friend,” and offered to help him, and it was only
through his assistance and advice that the German was saved.
Every bill of goods was submitted to the Russian. If the buyer’s
credit was good he would discount the bill and give the German
the cash, less 10 per cent. interest, the bill or note being endorsed
by the latter *“ without recourse ”—mno liability in case of non-
payment. In cases where the good Samaritan would not accept
the bills he would tell the German all he knew about the merchant
in question. In some instances part cash was paid, and the
balance on credit, &c., the German taking all the responsibility
on his own shoulders. This Russian merchant is one of the
merchant princes of Moscow.

An Englishman who has lived many years in Russia told me
that he would as soon trust a Russian as he would an Englishman.
The dishonest element in Russia is not the native.

The bankruptcy law in Russia is somewhat lax, and allows
a firm which finds itself in difficulties to avoid a real bankruptcy
by making an application to have its affairs managed for a time
by a committee of creditors, which paves the way to many
“ possibilities.” In Poland, no such arrangement is possible,
which leads many purely Polish firms to make their nominal
headquarters at St. Petersburg, or elsewhere in Russia, in order
to take advantage of this privilege should they find themselves
in trouble.
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It behoves the manufacturer, therefore, to be careful in giving
credit, and those whom I have interviewed on this subject
maintain that, if a certain amount of care and caution is exercised,
there is not much more possibility of loss than there is at home.

I have talked to the representatives of several firms that are
doing business with Russia, and I find that the man who has
succeeded has nothing to say against the country, while the man
who has not succeeded has nothing good to say about the country
and its people. Some firms, on the other hand, do not care to
say anything at all, good or bad.

One large firm in particular, that I know is doing a large and
successful business in Russia in a special line, did not care to
say anything at all. I am very well acquainted with the saying
that every man knows his business best, and I admit the truth
of the adage, but a fact of this kind only goes to prove the absurd
conservatism of the old school of English business men.

The questions I asked those who are doing business with
Russia were :—

I. What are, in your opinion, the present possibilities of
our trade with Russia ?

2. What do you think are the future prospects ?

3. Have you met with any difficulties in your experience
of business relations with Russia ? If so, what
were they ?

4. Have you had obstacles of any kind put in your way
by the Russian Government or any authorities you
may have had anything to do with in any trans-
actions you may have had in Russia ?

My 1dea in putting these simple general questions has been
to get at the root of the matter. We want to find out why Great
Britain is not making the progress in Russia that it is entitled
to and is in a position to make.

I have been fortunate in meeting a gentleman whose experience
of Russia makes his statements of considerable importance.
The gentleman in question is an Englishman who has had many
years’ business relations in Russia ; he has travelled the country,
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and knows its people and speaks the language perfectly. I will
let this gentleman tell his story in his own words :—

“1 have lived in Russia many years. I have travelled the
whole length and breadth of ‘the Empire of all the Russias.”
I have transacted business in St. Petersburg, Moscow, Warsaw,
Lodz, Kiev, Charkov, Odessa and the Caucasus. I have been to
the fair at Nijni-Novgorod and the Siberian fair at Irkutsk, and
have been down in the mines and seen the Russian convict chained
to his barrow for life. With reference to your first question,
I may say that in my opinion the present prospects for Russian
trade are fairly bright. The future prospects are very much
brighter, for the simple reason that Russia in a few years hence
will have made rapid strides in every direction. As to the
difficulties I have met with in business, they amount to nil, and
I have never met with any serious obstacles from the Government
or any authorities.

“The best managed business enterprise possible must, of
course, meet with certain ups and downs. This is inevitable.
I have met the officious bureaucrat—you will find the officious
official in every country; but these do not present difficulties,
they are merely obstructions that are very easily swept or kicked
out of our path. I have encountered in Russia nothing but
courtesy and goodwill from the higher officials. My experience
shows that an Englishman, above all other nationalities, receives
every possible consideration the subject of such a great nation
is entitled to, provided he minds his own business and attends to
it, and does not meddle—knowingly or deliberately—with political
matters. You will notice I made the stipulation, ‘knowingly
or deliberately,” and I will give you facts in my own experience
to prove this statement and qualification.

* While in Odessa, the most cosmopolitan city in the world,
my business brought me in contact with Englishmen, Germans,
Frenchmen, Jews and Russians in many branches of trade and
commerce. The English grain broker in that busy port is a very
busy man in the season. Such banking houses as Ralli, Rodo-
canachi, Maas, Brodski and the representatives of the Rothschilds
and many other well-known bankers do a very flourishing
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business. The English stevedore makes fortunes there, and the
shipbroker is not far behind. The coal merchant thrives very
well, and the agricultural implement agent makes very good
money. Foreigners in that city own considerable property, and
are looked upon with respect and consideration. The German
predominates, and the German Club is the rendezvous of all the
influential Germans in the city. In the height of a busy
season I have counted as many as 30 British steamers
in the splendid harbour and outside, waiting for their turn to
unload.”

I had another very interesting interview with Mr. J. F. Cum-
mings (of the firm of J. F. Cummings & Co.). This is an American
house connected with the National Fire-Proof Company of New
York. This firm carry large stocks of vitrified stoneware casings,
and are contractors and builders of complete subway systems.
They are now building the entire underground municipal telephone
system of St. Petersburg, which, with the exception of a few
branch lines, is almost completed. This work was started in
1904, and the bulk of it was completed in the latter part of 190b.
The total length of the subway is 34 miles, costing in the neigh-
bourhood of about 3,000,000 roubles. The number of men
employed 1 the work averaged 1,500 a day. The engineers
engaged in this work and the principal foremen are English and
American. The rest of the workmen and labourers are all
Russians, who, according to Mr. J. F. Cummings’ statement,
are as intelligent and willing a body of men as he ever wants to
handle. All the material used in the construction of this subway
—the first ever built in Russia—came from the United States,
except the steel, which was supplied by the local manufacturers,
and was In every way up to the standard.

This gentleman’s experience with the Government authorities
was perfectly satisfactory in every way. All the payments
were made as agreed upon. There was no delay in this respect ;
no attempts made to pick any flaws in the contract, and no
difficulties were placed in the way. His business relations with
the authorities were most satisfactory. The most interesting
part, as related by Mr. Cummings, was the fact that, before
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entering into negotiations and making their estimates for the
proposed work, the firm were warned and seriously advised to
leave the business alone, because “ You will not get your money.
They will make all kinds of trouble, and you will never be able
to finish the contract.” This is a fair specimen of the advice
given by the ignorant. As a matter of fact, there were five bidders
for this contract—two Russian firms, one German, one Austrian,
and the firm in question, who were the second lowest, notwith-
standing which they secured the contract, and have almost
completed the undertaking, not having met one single obstacle
or hindrance of any kind.

The managing director of Milners’ Safe Company, Limited,
upon being interviewed, stated that, although the volume of
business done by them in Russia is not large, yet what 1s done
is on the whole satisfactory. He considers the prospects there
very fair, and the possibilities good for the future. They had
encountered no difficulties from any authorities. The chief
obstacle in the way of doing business was the price, which was
so much cut under by the Germans. Then, again, saies were
being manufactured by local firms, and, although those of the
latter and the Germans were not so good, and could not stand the
severe tests, yet the price was quite a feature.

From the information I have gathered from firms in the City
who are doing business with Russia, the general opinion is that
both the present and future prospects for trade with Russia
are very bright. All the circumstances point that way, and in
spite of the recent political unrest, the trade of Russia in general
does not appear to have suffered from the prevailing uncertainty
as to the trend of events. The cotton trade of the Moscow
district, as already mentioned, is satisfactory. The business
done by the wvarious mills and factories of the St. Petersburg
district has been exceptionally good.

I was glad to hear that a movement was on foot for the estab-
lishment of an international commercial museum in St. Petersburg,
in which samples of the manufactures of the various nations
may be exhibited. The idea promises to be worth the considera-
tion of all who are concerned in the promotion of British trade,
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and if put into execution might prove a valuable means of
furthering the interests of British exporters.

The year 1906 was not very favourable to commerce in Odessa.
Though there were no disorders on a large scale, the restoration
of commercial confidence was hindered, and, though the harvest
was good in places—in the South of Russia—it did not as a whole
fulfil expectations. The year, therefore, was not very prosperous
for Odessa trade. The demand for agricultural implements
was somewhat larger, but a radical improvement is needed to
revive the industry in this district. Now that the internal
troubles of this Black Sea port have practically ceased, business
has been improving again.

The worst sufferer from the late disturbances has been Poland,
for not only every branch of industry and trade, but individuals,
suffered more or less severely from the enhanced cost of labour
and the disputes, strikes, &c. The spinning, weaving, bleaching,
printing and dyeing works all had their share of troubles. The
great centre of these industries, Lodz, has been a heavy loser.
In spite of all these troubles, the import trade into Russia of
machinery of all kinds is gradually increasing and there is room
enough for improvement.

The importation of machines and apparatus of all kinds
grew from 7,616,000 poods weight in 1905 to 8,764,000 poods
in 1907. The advance in weight of all kinds of agricultural
machines imported was 1,132,000 poods. Thus agricultural
machinery accounts for all the increase. The item spinning
machinery and parts rose in value from 138,200,000 roubles in
1905 to 161,100,000 roubles in 1906 and 199,000,000 roubles in
1907, but as prices had risen this importation is not so important
in point of quantity as it looks.

Russia is in the market for hardware of all kinds—tools,
steam-hammers, planing machinery, sewing and knitting machines,
gas and naphtha and electric motors and dynamos, agricultural
implements of all descriptions, steam-engines, traction-engines,
printing machines, &c.

The figures showing the value of imported sewing and knitting
machines and automobiles give a very healthy increase. Of the
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former, the value for 1go5 was little over 5,000,000 roubles.
In 1906 these figures rose to over 8,000,000, while for the first
four months of 1907 the amount was over 3,000,000, which gives
a fair indication of the total for the entire year.

During 1905 the value of automobiles imported into Russia
did not exceed 200,000 roubles. In 1906 the amount was 2,000,000
roubles, and for the first four months of 19o7 the value was
considerably over 4,000,000. For a new industry, practically
speaking, these figures speak well for the future.

In concluding this chapter and summing up what I have
already recited, let me say that the main reasons why some of
our manufacturers find it difficult to do business are as follows :—

I. Spasmodic and careless representation.

2. Wrong methods of solicitation.

3. Indifference to, or lack of knowledge of, local conditions
and requirements.

4. Refusal to make certain small changes in machinery
that has proved ‘ satisfactory’ at home.

5. An exhibition of too much “ superiority.”

6. Limited facilities for intelligently handling the demand
when it has been found.

7. Unwillingness to allow or modify domestic sale con-
ditions or conform to those of the country exploited.

8. The desire to compel the Russian buyer to learn English
in order to help him (the manufacturer), instead
of learning Russian to facilitate matters for the
buyer.

The total abolition of each and every one of these barriers
1s easy and suggests no commercial revolution. Every successful
exporter has solved the problem and found it easy. Let the
others go and do likewise.
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CHAPTER V1.

PHYSICAL AND POLITICAL FEATURES.

AREA.—PoOPULATION.—CLIMATE.—RIVERS AND LAKES.

IT may be desirable at this stage to give a brief general survey
of the Russian Empire, indicating in outline the features
of its physical and political geography.

By the Treaty of Portsmouth (Maine), after the Russo-
Japanese War, Russia was deprived of the Southern portion of
the Island of Sakhalin, and she had, in 1868, by agreement
with the United States, given up her territory on the North
American Continent. The total area of All the Russias in
Europe and Asia is now 8,047,657 square miles (English), being
about one-seventh of the entire land surface of the Globe.

Of this great Empire, 1,996,743 square mules are in Europe,
and consist of Russia proper, 1,862,524 square miles, ‘divided
into 50 provinces; Poland, 10 provinces, 49,018 square mules ;
the Grand Duchy of Finland, 125,784 square miles, and Cis-
Caucasia, 3 provinces, 85,201 square miles. Asiatic Russia consists
of Siberia, 9 provinces and governments, covering 4,786,730
square miles ; Trans-Caucasia, 10 provinces and districts, 95,402
square miles ; 4 provinces of the Steppes, #10,905 square miles ;
Turkestan, 4 provinces, 400,700 square miles ; and Trans-Caspia,
213,855 square miles.

The latest actual census of the Empire was taken in 1897,
but there was a revision of the figures in 1905 by the Central
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Statistical Committee, an estimate being made by taking the
census of 1897 as the basis, and adding the yearly increase of
population. The official report of the 1905 revision showed a
total population of 146,796,600 souls, distributed as follows :—

European Russia Gy TR e Y TH SR ey 107,625,000
Poland il ot S SRS S i e 10,774,900
Cancaman: e abh o BEb i e o e K 10,259,600
BHEARIT s 1 b L b o B e o L o et e s S 6,568,000
Central Asiaii TPIovInees. .. s ws’ 2! &8s . 44 8,751,800
Finland e s ot bk s s el ey SR 2,816,500

The ethnological character of the population is very varied
and embraces a large number of races. Russians comprise some
95 millions ; Poles, 8 millions ; Turco-Tartaric races, 8 millions ;
Jews, 5 millions; and the rest consists of Lithuanians, Letts,
Finns, Lapps, Germans, various Sclavonic tribes, Armenians,
Kalmucks, Buriats, &c.

Between 1856 and 1897 the population of the Empire increased
no less than 74 per cent.

‘The great majority of the population of Russia obtain their
living by agricultural pursuits, and therefore the populous cities
are relatively small. According to the census of 1897 the number
of towns was only 1,321, but of these some three-fifths were under
5,000 1nhabitants, only 104 had over 25,000 and only 19 over
100,000. The proportion of the urban population was in that
year stated to be only 14 per cent. of the whole, as against g7
in Great Britain. But the proportion has since increased rapidly,
many flourishing industries, which have attracted the peasantry to
the towns in larger numbers, having sprung up in recent years.

The distribution of town and country population was thus
estimated in 1905 :—

Urban. Rural.
European Russia, *+ es se .. .. .. | 13,215,100! 04,410,700
goland R T RN SPR T O R (1 W P 2,377,100 3,397,800
Sgncq,sus ol i Ll S SR SR | 8 (AR 1,151,800 9,107,300
Clber'lal oy vie's Sasinibaoare o il hieas i ahelin bl 526,600 6,041,400
entral Asia RS, s R ) A R Ve UL 1,096,200 7,655,600
WEgtek bt « S TUUME T 18,366,800 125,613,306
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The cities and towns of over 100,000 inhabitants are St.
Petersburg, 1,429,000; Moscow, 1,092,360; Warsaw, 756,426 ;
Odessa, 449,673 ; Lodz, 351,570 ; Kiev, 319,000 ; Riga, 282,230 ;
Kharkov, 173,089 ; Vilna, 162,633 ; Kazan, 143,707 ; Saratov,
137,147 ; Yekaterinoslav, 135,552 ; Kishinev, 125,787 ; Astrakan,
121,580 ; Rostov-on-Don, 119,476 ; Tula, 114,733 ; Helsinfors
(Finland), 106,067. The above are all in European Russia.
In Asia are Baku, 179,133; Tiflis, 159,590; and Tashkent,
155,073

As regards climate, Russia, extending as it does between
latitude 40° and %70° North, lies mainly within the temperate
zone, but a portion of the extreme north stretches beyond the
Arctic Circle. The climate, though showing considerable diversity,
is generally described as cold, the great extent of wind-swept
plains, both in European and Asiatic Russia, presenting few
barriers to the Polar currents. In the extreme north the winter
lasts for some nine months, and in every part it is severe, with
the exception of the Crimea and other portions of Southern Russia,
which are warmer. There are great variations of temperature,
and the heat of summer is in many parts much greater than that
of our own islands. The rainfall is small, except in the Baltic
provinces, but during the winter a large part of the country is
covered with snow to a great depth. Notwithstanding its
rigorous character, the chmate of Russia is healthy, and the natives
frequently live to a great age. Cereals are grown extensively
up to 60° and most of the fruits of temperate climes are raised
south of 50° latitude.

Sir D. Mackenzie Wallace, in his interesting book on Russia,
says : “If it were possible to get a bird’s-eye view of European
Russia, the spectator would perceive that the country is composed
of two halves, widely differing from each other in character.
The northern half is a land of forest and morass, plentifully
supplied with water in the form of rivers, lakes and marshes,
and broken up by numerous patches of cultivation. The southern
half is, as it were, the other side of the pattern—an immense
expanse of rich arable land, broken up by occasional patches
of sand or forest. The imaginary undulating line separating
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these two regions starts from the Western frontier about the
soth parallel of latitude, and runs in a north-easterly direction
till it enters the Ural range at about 56° N.L.”

This, however, only gives a rough view of the features of
the country. In the agricultural region there are various zones
of cultivation. To the south of the latitude of St. Petersburg,
the climate becomes more genial, and in the black-earth district,
which runs in a diagonal zone from about 45° in the south-west
to 55° in the north-east, the soil is rich, possessing a high degree
of natural fertility, which renders farming on a large scale more
profitable than in other parts of the country. South-east of the
black-earth zone are the Steppes, vast sandy plains, on which
the occupations of the inhabitants are mainly pastoral.

A great part of the surface of the Empire is under forests.
Those in European Russia cover an area of 474 millions of acres ;
in Finland, 50-5 millions; in Poland, 6:7 millions; in the
Caucasus, 18-% millions ; making a total of 550 millions of acres,
or 39 per cent. of the whole. In the Ural provinces forests cover
70 per cent. of the area, in the two Northern provinces, 68 per
cent.; in the four Lake provinces, 57 per cent. The State is
the largest owner of these forests, possessing in European Russia
285,085,041 acres; in the Caucasus, 12,826,387 acres, and in
Asiatic Russia, 360,519,435 acres (exclusive of the Amur region) ;
in the Amur region, 288,742,000; a total in Europe and Asia
of 948,073,763 acres of forests.*

Russia is well supplied with inland waterways. In European
Russia, exclusive of Finland, there are #6,500 miles of rivers,
canals and lakes; of which, 16,080 are navigable for steamers,
8,105 for small sailing vessels, and 26,800 for rafts. The Volga
is the largest river of Europe, having a course of over 2,000 miles,
and is navigable almost throughout its entire length. Other

* These figures do not quite agree with those given by Sir D. Mackenzi
Wallace, who states that official statistics show thathuropgan Russia confcjgigg
in round figures, 406,000,000 deciatins, of which 78,000,000, Or 19 per cent.
are forests, or land unfit for cultivation : 106,000,000, or 26 per cent., arable’,
land ; and 65,000,000, or 16 per cent., pasturage. A large part of the land
classified as unfit for cultivation consists of swamps, but much has been done in
late years by drainage to make tracts of these available for pasturage or cultiva-
tion. The Great Pinsk swamp, the drainage of which was begun by the Govern-

ment in 1872, was so converted, and by 1897 an area of 2.8 s
’ ’ ; 00
7,500,000 acres) had been reclaimed. o 5 SE0 G e (ayeE
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large rivers—largely navigable—are the Ural, Dnieper, Dniester,
Don, Dvina, Duna and Neva. The Volga, Ural, Kouma and
Terek are the principal rivers falling into the Caspian sea; the
Don runs into the Sea of Azov:; into the Black Sea fall the
Dnieper, the Dniester, the Kouban and the Bug; the Baltic
receives the waters of the Neva, Vistula, Niemen, Narva, Ulea,
Kenie and Tornea, and into the White Sea and Arctic Ocean
flow the Onega, Dvina, Mezen and Petchora. In Siberia, the
Ob, Yenisei, Lena and Amur are great rivers, each of which is
longer than the Volga. In the North of Russia-in-Europe are
also a large number of lakes, both of fresh and salt water. The
principal of them are Lake Ladoga—the largest lake in Europe—
which has an area of 6,200 square miles, and Lake Onega, covering
3,500 square miles. Both these discharge their waters, via the
Neva, mnto the Baltic. The smaller lakes, Bielo-Ozero, in the
Government of Novgorod, and Kubinskoye, in Vologda, are
important links in the inland water communications.

By means of its navigable rivers and lakes, and an extensive
system of canals, Russian trade and inland communications
have been greatly facilitated, apart from the rapid progress made
in late years in the construction of railways, to which reference
will be made in a later chapter. There is direct communication
by water between the White Sea and the Baltic, in the North
and North-West, and the Black Sea and the Caspian, in the South
and South-East. On the principal rivers there are now good
services of passenger steamers, but in the northern part of the
country navigation is interrupted by ice during the winter

months.
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CHAPTER VII.

RUSSIAN CITIES.

St. PETERSBURG.—Moscow.—WARSAW.—NIJNI-NOVGOROD.—

Kierr, &c.

A SPLENDID city: splendid in its spaciousness, in the
dimensions of 1its buildings and 1its thoroughiares, and
in its cosmopolitan gaiety. Such were my first impressions
of St. Petersburg, and such, in the main, are my permanent
recollections of the capital of the Russian Empire.

To approach St. Petersburg one has to pass through a vast
tract, hundreds of miles in extent, of very uninteresting country ;
and the contrast is therefore the more striking, and the sensation
of pleasurable appreciation all the more emphasised. St.
Petersburg’s situation is peculiar, and embraces several of the
islands forming the delta of the Neva, upon the southern bank
of which noble river the greater portion of the city stands.
Within its boundaries there is, consequently, a considerable
expanse of water—this latter, in fact, comprising some 1,330
acres, as compared with rather more than 21,000 acres of more
or less solid land upon which the city is built. The population
of St. Petersburg is round about 1,500,000, and includes

a great many iloreigners, embracing almost every known
nationality.

55 | H 2
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Founded in the year 1703 by Peter the Great, St. Petersburg
1s 1n its main features essentially modern. Many of its streets
are of splendid dimensions, the Nevski Prospect, for instance,
being nearly three miles long with a width of 130 feet, and there
are several others within measurable distance of these proportions.
A series of quays encircle a large portion of the city along the
curving bank of the Neva, and form a magnificent thoroughfare,
faced by many of the most important buildings and palaces for
which the city is famous. Commencing on the western side,
near the new Admiralty and dockyard, is the English Quay,
abutting upon which are the British Consulate and the English
Church, the Nicholas (War Office) Academy and the Senate :
while close by are the Grand Duke Nicholas Palace, the Synod and
the Military Courts of Justice. Continuing along the river front,
one c<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>