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A Postwar Perestroika? Toward a History of Private 
Enterprise in the USSR 

One of the firmest popular conceptions of the Soviet Union in the 
United States is of a system that categorically banned private enterprise. 
Enlbraced by specialists and the general public alike, this co~lceptioii re-
flects the official Soviet stance that the private sector was eradicated dur- 
ing Iosif Stalin's "great break  of 1929-30. Indeed, over the course of 
those two years, individual peasants were compelled to collectivize, pri- 
vate stores forcibly shut, private ~ilanufactures socialized, and even doc- 
tors and dentists pressured to cooperate or to close shop. The concept 
of an interdiction against all private economic activity found support in 
the words of the dictator-Stalin's assertions that the Soviet Union was 
a society "without capitalists, sinall or big," that socialist, not capitalist, 
property was the "foundation of revolutionary legality," and many other 
statements of a similar ilk. Stalin proved his commitmeilt to this model 
by his readiness to resort to coercion against its violators: at his insti- 
gation, repressive laws threatened entrepreneurs with five to ten years 
in prison camp for profitable private business. Such developmeilts ap- 
peared as unequivocal as they proved lasting; when commeiltators dis- 
cussed perestroika in the late 1980s, the only historical precedent they 
could identi@ was Lenin's New Econoinic Policy six decades before. 

Within the historical profession, economic historians have been 
among the only spokesmen against this model. For decades, ecoiioinic 
historians have been aware of the large role played by private market 
trade in the consumer economy of the Stalin era, much of it perfectly 
legal. Their findings, however, have been restricted to one segment of 
the private economy, peasant market trade, and they have not been inte- 
grated into our global picture of the Stalin regime. Social historians, in 
particular; have not assimilated the estimate that Soviet citizens spent be- 
tween one-third and one-half of their incomes on the legal free ~narket 
in all but a few years of Stalin's rule.' One might justifiably argue that 
this is a significant social fact. 

This paper has benefited from the criticisms and encouragement of friends and col- 
leagues. I owe a special debt to Gennadii Bordiugov, who pointed me to the Mekhlis 
documents that sparked my interest in postwar privateers. That was in 1993, when I was 
in Russia under the auspices of a Fulbright-Hays Fellowship; unfortunately, those doc- 
uments have been reclassified in the inte~vening years. More recently, Alex Dracobly 
Sheila Fitzpatrick, Wendy Z. Goldman, Andrea Graziosi, Bill Husband, and Terry Martin 
deserve my thanks for their thought-provoking comments on  the paper in various stages 
of its development. Finally, I must acknowledge the support of the Kennan Institute for 
Advanced Russian Studies, which gave me a welcome respite from teaching to write this 
papel: 

1. A. N. Malafeev, L~toriia t.c~noobmzouaniia u SSSR, 1917-1 963 (Moscow: 1964), 234; 
Alec Nove, An Economic Hi.ctory oo f t i~  ['S.S.R. (London, 1969), 174-76, 192, 269; William 
Moskoff, The Bread ofAf$iction: The Food S~ipplyin t h ~  U.S.S.II. during World War 11 (Cam-
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The view that private enterprise was illegal in the Soviet Union has 
not necessarily precluded cognizance of its existence. On the contrary, 
by the 1980s, the Soviet "black market" had entered into Americans9 col- 
lective imagination. Not only did it figure prominently in newspaper ar- 
ticles and popular travel accounts of the Soviet Union, nearly everyone 
had heard through the grapevine about Russians' insatiable desires for 
dollars and blue jeans.2 Such an image was buttressed by a considerable 
scholarly literature on the Soviet "second economy" or "shadow econ- 
omy," dating mostly from the 1970s and 1980~. :~  Inside or outside the 
academy, these writings were ahistorical; nearly all dealt exclusively with 
the decades following Stalin's death. As a result, even specialists lack a 
basic knowledge of the black market of the Stalin era; I have occasionally 
even heard assertions that it did not yet exist. Legal or illegal, the history 
of private enterprise must count among the biggest gaps in Soviet history 
today. 

This article has two purposes. First, it surveys the evolutioil of the 
private sector in both law and practice from around 1930 to the final 
years of Stalin's regime. Second, it highlights an episode in the second 
half of the 1940s as pivotal to the development both of state policy to- 
ward the private sector and of the private sector itself. In brief, H show 
that despite the constriction of private enterprise at the end of the New 
Economic Policy (NEP), neither was it categorically prohibited nor did it 
disappear. What remained was an informal economy coilsistiilg primar- 
ily of small-scale informal trade (including peasants' market trade) and 
artisanal manufactures. Such activities occupied a considerable portion 
of the population during the 1930s but became nearly universal during 
Mrorld War 11. They were supplemented in the postwar 1940s by a more 
formal type of small business, exemplified by private restaurants, barber-, 
shops, and stores. The extension of the private sector in variety, scope, 
and scale created a dilemma for Soviet policymakers and for the organs 
charged with policing this sector. Ultimately, policymakers' response was 
to clamp down on the private economy-to reestablish, and in one re- 

bridge, Eng., 1990), 152-76; R. W. Davies, ?'tie Industrinli.cation of Sovirt Rttssirr 3: ?'/if So-
vipt E:cor~omy in Titrmoil, 1929-1930, 87-88, 289-303. Exceptions to the general neglect of 
the subject by social historians include Basile H. Kerblay, I,e.c mnrch@.c pnysnns pn U.R.S.S. 
(Paris, 1968); E. A. Osokina, Iern~irhiicl potr~bbniia: 0 zhizni lirtdei v uslo7~iinlitl stalin.cliogo 
.cnnbzh~niia,1928-1 935 g.(Moscow: 1993), 117-21; and Stephen Kotkin, Magnetic M o w -  
tnin: Stalinism n.c n Civilization (Berkeley 1995), 251-56. 

2. Hedrick Smith, f i e  Russin~zs (New York, 1976); Konstantin M. Simis, C?YgYR-The 
Corrupt Society: Tfze Secret World of Russian Cccpitnlism, trans. Jacqueline Edwards and 
Mitchell Schneider (New, York, 1982); David K. Willis, kL1ns.c: H o u ~  Rtrssinns Iieccllj Live (New, 
York, 1985). 

3. See, especially, the series Berkeley-Duke Papers on  the Second Economy in the 
USSR, edited by Gregory Grossman and Vladimir Treml. Number 21 of that series is 
an excellent bibliography, compiled by Grego1-y Grossman, of literature on  the private 
sector in the Soviet Union and eastern Europe (1990). Particularly good discussions in- 
clude Crossman's "The 'Second Economy' of the USSR," Probbm.c of Co~nrnrlnism 26, no. 
5 (September-October 1977): 25-40, and Aron Katsenelinboigen, "Colored Markets in 
the Soviet Cnion," Souipt Studie.~ 29, no. 1 (January 1977): 62-85. 
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spect to constrict still further, the bounds of toleration formulated in the 
period following NEP. 

In the short run, however, official responses to the private economy 
illustrate the politics of possibility in the years following the war. As his-
torians of the late 1940s have demonstrated, it took time for Stalinist 
political controls to be reestablished; for a brief period between the So- 
viet victory and early 1948, ordinary citizens as well as bureaucrats could 
imagine a postwar future distinct from the economic, political, and re- 
pressive model of the 1930s.4 In the episode that I chronicle, officials in 
the Soviet tax administration put forward a truly radical response to mass 
public participation in the private economy. As the chief of the govern- 
ment oversight agency wrote to Stalin in a scandalized expos6 of related 
"distortions," Soviet tax officials and the social forces they championed 
were directing their energies toward "restoring the privateer," "unleash- 
ing private entrepreneurial activity,'' and arguably even "giving the spec- 
ulator the opportunity to prosper opeilly at the workers' and peasants' 
expense."Vn Stalin's Soviet Union, how could this come to pass? 

The one moment in the history of the Soviet private sector that is 
well served by existing literature is the extirpation of private stores and 
manufactures in the late 1920s.With the exception of a single article 
on the fate of private traders and artisans after NEP, the subsequent his- 
tory of these activities has not been explored.' Between 1930 and 1936, 
policymakers tested how much private economic activity they could ef- 
fectively prohibit. In the end, they were forced to tolerate more than 
they had origiilally hoped. As indicated above, small-scale informal trade 
and artisanal manufactures fell into the grey area of the planned econ- 
omy; despite periodic "struggles" against them, they persisted as a safety 
valve for both consumers and providers for the remainder of the Stalin 
era. 

4. Elena Iu. Zubkova has a particularly intriguing discussion of what she calls the 
"spirit of freedom" in the early postwar years. See her "Obshchestvennaia atmosfera 
posle voiny," Suobodnaia mysl' 2, no. 6 (1992): 4-14, and Obshch~stvo i rgormj, 1945-1964, 
"First monograph" series (Moscow,, 1993), 16-44, Political histories of the late Stalin 
period-probably the most understudied period in Soviet history-include Werner G. 
Hahn, Postwar Soviet Politics: Thp Fall of Zhdnnou and t h ~  DPfent of Moderation, 1946-53 
(Ithaca, 1982); William 0 .  McCagg, Stalin Embnttl~d, 1943-1948 (Detroit, 1978); Timo- 
thy Dunmore, Soviet Politics, 1945-53 (New, York, 1984). 

5. Rossiiskii tsentr khraneniia i izucheniia dokumentov noveishei istorii (KTsKhIDNI), 
f. 17, op. 121, d. 584,ll. 63, 64, 68 (1947 report from Ministry of State Control). 

6. See especially Alan M. Ball, Russia's Last Cnpitali.cts: T /ZP  ATepmen, 1921-1 929 (Berke-
ley, 1987); E. H. Carr and R. W. Davies, Fozrndntions of n Planned Economy 1926-1929 (Lon-
don, 1969), 1:663-74; R. W. Davies, Tfw Soviet Economy in ?icrmoil, 1929-1930 (Cambridge, 
Mass., 1989), 283-304; V. A. Arkhipov and L. F. hIorozov, Bm'ba potiv knpitnlisticheskikh 
~lem~ntouu pomyshlennosti i torgoule, 220-P-nnchnlo 30-Ifh godou (Moscow,, 1978). 

7. Sheila Fitzpatrick, "After NEP: The Fate of NEP Entrepreneurs, Small Traders, 
and Artisans in the 'Socialist Russia' of the 1930s," R~i.csinn History/Hi.ctoir~ Rzrs.ce 13, nos. 
2-3 (Summer-Fall 1986): 187-234. Its title notwithstanding, this article deals primarily 
with the harassment of these groups at the end of NEP. 
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The laws on manufacturing developed over the course of several 
years after the abandonment of NEP. Initially, peasants were allowed to 
continue artisanal production of traditional goods as long as they could 
get by without the use of hired labor. These goods were to be marketed 
through established state or cooperative retail networks, but they could 
also be sold at outdoor bazaars by the artisans themselves.8 Subsequent 
decrees progressively narrowed individuals' production rights. As of De- 
cember 1935, unincorporated artisans were barred from manufacturing 
clothes, linens, hats, leather shoes, and notions, as well as leather saddles 
and harnesses and any goods made out of nonferrous metals; suppliers 
were forbidden to sell independent artisans the raw materials for such 
goods.Whe Rules on the Registration of Manufactures and Trades, pro- 
mulgated in March 1936, introduced still further restrictions. Private in- 
dividuals were no longer permitted to rework food or other agricultural 
products for resale; to operate inns; or to rent out weights and measures 
at the bazaar. Finally, paragraph 20 of the rules indicated that anyone 
found plying a prohibited trade should not be subject to taxes or fines, 
but rather turned over to the procuracy for criminal prosecution.1° The 
progressive constriction of legal businesses in 1935-36 was consistent with 
the Seventeenth Party Congress's call for the "final liquidation" of arti- 
sans and other "capitalist elements" by the end of the second Five-Year 
Plan." This goal, however, proved unattainable in the prewar period; 
though relegated to the proverbial dustbin of history, independent arti- 
sans and tradesmen did not completely fade away. In 1940, according to 
central financial records, there were 75,418 registered private artisans in 
the USSR." 

Private enterprise found a more comfortable niche in artisanal co- 
operatives in the prewar years. Whereas consumer cooperatives were al- 
most indistinguishable from state stores by the early 1930s, mailufacturing 
and invalids' cooperatives retained a surprising degree of independence 
and democratic organization. Admission of new members mias still contin- 

8. 2 June 1930, Sovet Narodnykh Komissarov (SNK) decree " 0  kustarnoi promy- 
shlennosti i promyslovoi kooperatsii," Sobrnni~ znkono7~ SSSR, 1st otdel, 1930, no. 30:338; 
revised in 1931, no. 41:284, and 1933, no. 42:248. A note on terminology: kustari, 
rernesbnniki, and ko@eriro.i~nnny~present certain translation problems. I generally trans- 
late kn.ctctri as "artisans" or "peasant artisans," r~m~slennik ias "tradesmen," and-despite 
its inaccuracy-I use "in~o<.~orated" "unincorporated" for konperirovnnnyr andand 
nekooperirovannye. 

9. 17 December 1935, SNK decree, "Ob izmenenii poriadka oblozheniia podokhod- 
nym nalogom nekooperirovannykh kustarei i remeslennikov," Sobrnnie znkonov SSSR, 1st 
otdel, 1936, no. 1:4. 

10. 26 March 1936, SNK drcree "Pravila registratsii kustarnykh i remeslennykh 
promyslov," large sections of which were reprinted in RTsKhIDNI, f. 17, op. 121, d.  584, 
11. 62-64. 

11. Pravda, 11 February 1934. 
12. RTsKhIDNI, f. 17, op. 121, d.  584, 1. 77 (1948 memo from USSR tax chief on 

dynamics of private sector). Of course, this represented a tiny percentage of the 4,895,000 
kustari active in 1926. Cf. Roger Pethybridge, One Step Backrunrds, Truo Steps f i ~ ~ u n r d :  Soviet 
Society and Politics in the Nau Economic Policy (Oxford, 1990), 317-26. 

mailto:ko@eriro.i~nnny~
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gent on a vote by the cooperative's general assembly, as was the decision 
to exclude an existing According to the governmeilt oversight 
agency in 1934, lack of outside control made artisanal cooperatives a mag- 
net for former traders, industrialists, and other NEP-era privateers. Partic- 
ularly in the areas of building supplies and consumer goods, manufactur- 
ing cooperatives in Eev, Moscow, and other cities were functioning like pri- 
vate partnerships: they rested on family nehvorks, employed hired labor far 
beyond official limits, distributed profits according to capital investment, 
and allowed individual members to conclude contracts for considerable 
personal ga i i~ .~Wembers  of Moscow's Mospromsnabsbyt cooperative, for 
example, earned up to 150,000 rubles a year in 1933-34--a fantastic sum, 
by contemporary standards, when the highest official salary was 500 rubles 
a moi~th.~"n the other hand, official suspicion of cooperatives led to the 
institution of ever higher tax rates on their profits and to repeated cam- 
paigns to purge them of "anti-Soviet," "pseudo-artisanal elements."'" 

Private trade, albeit in petty quantities, constituted a more visible part 
of the Soviet economy in both the prewar and the war years. Concen- 
trated at open-air bazaars, private trade was officially limited to peasants' 
sales of surplus produce, artisans' sales of their ow11 handicrafts, and 
occasional sales of unwanted used possessions by the public at large." 
Whereas the regulation of other private businesses became increasingly 
restrictive over the course of the 1930s, exchange rights were revoked 
upon the abolition of private stores in 1929-30 and then partially re- 
stored. From 1929-32, market vendors were subject to sporadic crack- 
downs by municipal authorities, who in turn-in an exact reprise of the 
exchange politics of the civil war era-were periodically countermanded 

13. A 1939 compendiu~n of existing laws on manufacturing cooperatives indicated 
that the 1927 "Polozhenie o promyslovoi kooperatsii" was still in effect on this point. I. 
A. Selltskll, ed., Sbornfk postrckou~nrz o plom?rhvo~ koope,ntsu (hiosco~v-~enin~lad,,1939), 
23-24. 

14. Gosudarstvennyi arkhiv Rossiiskoi Federatsii (C;ARF), f. 8131, op. 12, d. 99, 11. 
1-3. 18-41 (USSR Prokuratura materials on nseuclo-cooneratives in Moscow ancl Kiev). 
Hired labor was officially permitted as a temporary expedient, or as a trial period (up 
to one month) for would-be members. Togethel; nonmembers were never to exceed 20 
percent of the total workforce of the cooperative. "Polozhenie o promyslovoi kooperahii," 
23. 

15. GA KF, f. 8131, op. 12, d.  99, 1. 29. On Soviet functionaries' salaries, see Mervyn 
hiatthews, Privilege i n  the Soviet Union: A Study of Elite Life-Styles u n d ~ r  Commrtnism (London, 
1978), 99-101. Politicians could accumulate salaries from each of their official positions; 
they also received various perquisites in kind. 

16. At the beginning of the 1930s, cooperatives were taxed at the same rate as state 
enterp~ises,a flat 20 percent. Over the couise of the decade, tax rates were increasingly 
differentiated. As of 1938, tax rates on manufacturing and invalids' cooperatives ranged 
from 23.5 percent of profits (for cooperatives with profit rates of less than 8 percent) 
to 90 percent on profits exceeding 32 percent (the first 32 percent being taxed at a 55 
percent rate). F. M. Larin, Podokhodnyi nnlog s koopcwztivnykh i obshchestuennykh orgnnizrctsii 
(Moscow, 1945), 3-6. 

17. The key decree on the bazaar was the Tsentral'nyi Ispolnitel'nyi KomitetISNK 
edict of 20 May 1932, which established once and for all the right of these groups to sell 
their wares at market prices. Sobrrcnie zakonou, 1932, no. 38:356-7-57, 
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by central decree.lWTith or without official sanction, bazaars not only 
existed but flourished in the bleak economy of the collectivization years, 
when economic historians have estimated that market vendors furnished 
30 to 40 percent of city dwellers' food.'" The regime's decision, in spring 
1932, to regularize the status of the bazaars represented a major conces- 
sion to reality on the part of Stalinist policymakers. On the other hand, 
they were anxious to circumscribe the toleration thereby extended to the 
market economy. Less than four months after the legalization of peas- 
ants' and artisans' market trade, a new law on speculation affirmed that 
"systematic" buying and selling was still subject to criminal prosecution 
and increased the sentence for this crime to five years.20 

Punitive sanctions notwithstanding, what went on at Soviet inarkets by 
no means remained within the approved bounds. An army of "resellers" 
worked the bazaars in the early 1930s, and to the dismay of Soviet author- 
ities, peasants proved more than willing to sell to them along the highway 
instead of wasting a day at the market themselves." In the later 1930s, 
market vendors did a lively business in a variety of consumer goods. Ac- 
cording to a July 1936 edict on bazaar trade, "In the markets of many 
cities, private citizens can be seen selling new manufactured goods (cot- 
ton, wool, silk, and linen cloth; shoes; bicycles; clothing, shirts, linens, 
and clothing accessories; household goods; phonographs, phonograph 
records, and so on)."" The decree went on to identify sales as "specula- 
tive" if they exceeded the lowest state retail price. By this index, nearly 
every private transaction fell afoul of the law. 

The regulation of markets, however, was left primarily to local govern- 
mental authorities, and these proved uninterested in eliminating petty 

18. On bazaars during the civil war, see \'. I.M. Ustinov, Evoliutsiicl vnutrvrznri torgovli 7)  

Rossii, 1913-1924 (Moscow-Leningrad, 1925), 37-38. The harassment of market vendors 
and local attempts to eradicate market trade in 1929-30 appear in numerous memoirs 
and secondary works, e.g., Walter A. Rukeyser, Working,fo~the Soviets: An Amc.r.icclrc Mirritig 
Enginrrr in Russicc (New York, 1932), 217; Calvin B. Hoovel; "The Fate of the New Eco- 
nomic Policy of the Soviet Union," Economic Jozirnnl 40 (June 1930): 186-87; Leonard 
Hubbard, Soviet Trade ccnd Distribzttioll (London, 1938), 141-42; Ball, Russia's I,ast Ca/)itol- 
ists, 78-79; David L. Hoffmann, Peasant ~Metropolir: Social Identities in ~Moscoro, 1929-1941 
(Ithaca, 1994), 146. The first central statement on bazaars in 1929-30 came as early as 
Februa~) 1930, when the (:ommissariat of Finance and the RSFSR NKVD issued instruc- 
tions on renting trading space at the market. Birtlleten' Jinrcnsovogo i lihoziccistvennogo zn- 
konodntel'stvq 1930, no. 8 (March 17): 28-29. 

19. Kerblay, Les ~narclzls paysnns en C7.R.S.S., 122; Davies, Soviet Kconomy in 7itrmoi1, 
304. 

20. 22 August 1932, Tsentral'nyi ko~nitet Kommunisticheskoi partii Sovetskogo 
soiuza/SNK decree "0bor'be so spekuliatsiei," Sobranie zakonov, 1932, no. 65:628. 

21. The newspaper Snccbzhenie, koqbcvntsiia, lorgovlin asserted that not a single market 
in the Soviet Union functioned without the activity of resellers and other speculators (9 
July 1932). "Speculator-resellers" were a perennial theme in bureaucratic discussions of 
the markets in the early 1930s, e.g., Gosudarstvennyi arkhiv Odesskoi oblasti, f. R-710, 
op. 1, d .  263, 11. 4-6 (Rabkrin reports on kolkhoz trade and village trade, 1932); f. 1234, 
op. 1, d. 1655, 11. 2-4 (1932 gorsovet reports on markets). 

22. 20 July 1936, (:ommissaliat of Domestic Trade decree "0bor'be so spekuliatsiei 
promyshlennymi tovaranli na ~ ~ n k a k h , "  Tsentral'nyi munitsipal'nyi arkhiv Mosky, f. 46, 
op. 1, d. 8, 1. 22. 
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trade. At the local level, repression of the unofficial economy was com- 
bined with grudging toleration; police, procurators, market administra- 
tors, and financial agencies treated private exchange at the bazaar as 
an inevitable, though in many cases illegal, part of economic life. Local 
procurators from Vologda to Tashkent flatly refused to prosecute every- 
one caught violating the laws. As the Dnepropetrovsk procurator put it 
in 1935, "I'm not going to lock someone up for small change-selling a 
pair of boots or a couple of meters of cord!"23 By the late 1930s, many 
regions followed the example of Moscow, which from 1936-40 explic-
itly allowed citizens to hawk new consumer goods at the market.*% a 
caveat, a report to the USSR Procuracy on these practices indicates con- 
siderable regional variation in official acceptance of private exchange. 
Only one thing seems to have been universal: after the abolition of the 
Workers' and Peasants' Inspection in 1934, none of the agencies directly 
involved in policing the informal economy wanted primary responsibility 
for its eradication. The police and the procuracy argued for taxation as 
the state's principal weapon against the black market, and they typically 
tried to relocate bazaars to sites beyond their jurisdiction at the outskirts 
of town. Market officials and municipal financial departments, by con- 
trast, called for a tougher police struggle against informal trade.25 

The German attack on the Soviet Union led to a dramatic expan- 
sion of the private sector in both the occupied parts of the country and 
the rear. Not surprisingly, this effect was greatest in occupied Russia, 
Belarus, the Baltics, Moldova, and Ukraine. By the time of the liberation 
in 1944-45, 85 percent of all stores in this territory had been destroyed."' 
Rations, if they were issued at all by occupation authorities, covered no 
more than a fraction of a subsistence diet." No longer even nominally 
deterred by Soviet interdictions, private enterprise rose to meet citizens' 

23. GA RF, f. 8131, op. 12, d. 43, 1. 5 (1935 reports to USSR Prokuratura on specu- 
lation). 

24. Tsentral'nji munitsipal'nyi arkhiv Moskvy, f. 46, op. 1, d. 8 (materials on hawking 
at Moscow markets, 1935-47). 

25. GA RF, f. 8131, op. 12, d. 43, 1. 6; Tsentral'nyi munitsipal'nyi arkhiv hioskvy, f. 
46, op. 1, d. 8, 11. 5, 60. Rabkrin did make an effort to eliminate petty market trade 
in Razan' and Odessa, two regions that I have studied. See the files in Gosudarstvennyi 
arkhiv Riazanskoi oblasti, f. R-300, op. 2, and the Gosudarstvennyi arkhiv Odesskoi oblasti, 
f. R-710. 

26. U. G. Cherniavskii, IGina i prodovol'stvie: Snnbzkrnie gnladskogo nccselmiio 71 klikuizt 
Otechestvennzciu h i n u  (1941-1945) (Moscow, 1964), 108; Sovetskaicc torg-oulicc: Stcctisticheshii 
sbornili (Moscow, 1956), 137. 

27. Outside the Baltics, where rationing was centrally organized at the pitiful level of 
877 calories a day, occupation authorities regulated only the maximum quantity that local 
officials could supply. Those maxima ranged from 420 calories a day for children and 
Jews, to 850 for most adults, to 1,200 for individuals employed in "useful work for the 
Germans. Theo J. Schulte, The German Army and Nazi Policies in Occzipied Russio (Oxford, 
1989), 87-89, 101. See also Moskoff, Bread qfAfJction, 50-65; Alexander Dallin, German 
R u k  in Russia, 1941-1945: A Study qf Occupation Policies, rev. ed. (Bouldel; 1981 [1957]), 
310-13; Bohdan Krawchenko, "Soviet Ukraine under Nazi Occupation, 1941-4," in Yuri 
Boshyk, ed., Ukraine during World War I%. Histoly ccnd Its Aftn.n~ath (Edmonton, 1986), 27. 
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demand. In Odessa, for instance, Soviet financial agents estimated that 
there were 2,500 private traders operating in 1945, of whom over 1,100 
had their own permanent shops; a further 600 artisans had set up private 
manufactures in the city.28 The economies of the Baltics had sloughed off 
their brief experience of Soviet power still more completely. In 1945, as 
in the interwar decades, commerce, industry, and services rested entirely 
in private hands.2" 

In the parts of the country remaining under Soviet jurisdiction, the 
immediate effect of the war was to reinforce the traditional core of the 
private sector. Though Soviet consumers received more food on rations 
than their compatriots under German occupation, both legal and illegal 
market trade furnished vital provisions. In the estimate of A. N. Malafeev, 
market sales leapt from 14 percent of retail trade in 1940 to 46 percent 
in 1945 and from 20 percent to 51 percent of food sales over the same 
period.") Even state agencies were forced to resort to the black market 
for fuel, transportation, and office supplies, as financial officials noted 
with aspersion at the end of the war.31 For ordinary citizens, however, it 
was nearly impossible to buy foods at the market without offering some- 
thing for sale, given the exorbitant prices of the wartime bazaar. As in 
the civil war era, barter replaced cash sales in many regions as the princi- 
pal mode of exchange; elsewhere, citizens hawked whatever they could 
to earn enough money for potatoes or milk."2 Older Russians remem- 
ber informal trade as a universal occupation, as evidenced by these state- 
ments about who traded at the market during the war: "Just about every- 
one!" "If that's a crime, the whole nation is guilty!" "Every family without 
exception.":33 This was a casual labor force; most citizens spent only part 
of their days as market vendors. 

28. Rossiiskii gosudarstvennyi arkhiv ekonomiki (RGAE), f. 7733, op. 30, d. 19, 11. 
35-36 (1945 stenograms and reports, Commissariat of Finance). The number of traders 
with permanent shops is remarkably high; for comparison, of all private traders who 
were issued licenses in 1922-1926, only 20 to 30 percent each year had any permanent 
accommodation for their trade. Ball, K~tssia:r Lnst Capitalists, 91-92. 

29. RGAE, f. 7733, op. 30, d .  18, 11. 135, 144, 147. 
30. Malafeev, Istoriia tsenoobrazovnniia, 234. Unfortunately, hialafeev does not explain 

how these percentages were calculated; I assume that they are relative to the ruble Galue 
of sales. In general, statistics on Soviet market sales are notoriously unreliable, as Ameri- 
can scholars noted over forty years ago. For intelligent discussions of some of these prob- 
lems, see John T. Whitman, "The Kolkhoz Market," Soviet Studies 7, no. 4 (April 1956): 
385-86, and Naum Jasny, The Soviet 1956 Statirticcll Handbook: A Cornmentar) (East Lansing, 
1957), 180-81, 188-89. Specifically with regard to the wartime market, William Moskoff 
has argued that hialafeev's estimates are too low; see Moskoff, Bread ofAfJlliction, 153. 

31. RGAE, f. 7733, op. 30, d. 18, 1. 2; d. 21, 1. 17 (stenograms of collegia at the 
Commissariat of Finance). The Uzbek Finance Ministry was said to be the most egregious 
offender in this regard. 

32. RGAE, f. 7971, op. 5, d. 60,ll. 1-174 (Narkomvnutorg overview of markets by re- 
gion in 1943-44); interviews with Eleanora Semenovna, Aleksandr Ihovich, Galina Alek- 
seevna, Galina Petrovna, and Liliana Isaevna (March-September 1993); Moskoff, Brrad 
of Afjiction, 161-64. 

33. Interviews with Ruben Artemevich, Aleksandr Lbovich, and Eleanora Seme- 
novna (March-September 1993). These assertions find support in the demographic in- 



Criminal and other records nonetheless make clear that some indi- 
viduals did trade systematically, that is, systematically "speculated," often 
through informal contracts with suppliers of stolen, privately produced, 
or othenvise improperly acquired g0ods.:~4 By March 1945, the Arme- 
nian Republic's chief tax administratol; Ervin-Akopian, could write the 
following memo to his boss at the USSR Commissariat of Finance, G. 
Mar'iakhin: "Many collective farmers, and also workers and employees 
with vegetable gardens, are not in a position to sell their surplus pro- 
duce at the market themselves. Whether out of a lack of time or merely 
for the sake of convenience, they resort to assistance from other people. 
I11 this way, there emerges a class of individuals who systematically engage 
in buying and reselling g~ods.":~QR/loreover, despite the recriminalization 
of petty private trade at the outbreak of war, the police proved no more 
inclined to prosecute market vendors than they had been in previous 
years.36 

In large part, their reluctance was due to the small scale and sur- 
vival orientation of illegal market practices. Preoccupied with rudimen- 
tary survival, Soviet citizens rarely went beyond trade at the market, petty 
workplace theft, or occasional trips to the countryside for food in their 
private economic activities during the war. These practices both reflected 
and fostered a survivalist ethic, according to which theft (particularly 
from the state), speculation, and other crimes lost much of their moral 
stigma in light of the fundamental imperative to stay alive.:" During the 
war years, the survival ethic would appear to have rested on a broad 
societal consensus, manifested in policemen's tendency to turn a blind 
eye to most private market sales, in judges' acquittal of speculators who 
could prove that they "lived poorly," and in the universal civilian par- 
ticipation in black-market trade. A particularly striking testimony to its 
pull can be found in the rash of fights between soldiers and policemen 
reported to Stalin in summer 1944. In scenes reminiscent of civil war 
descriptions of "the first war of the Soviet power-the war with the rail- 
way passengers,"38 soldiers and sailors repeatedly attacked police officers 
when the latter tried to eject crowds of "bagmen" (mesi~oci~niki) from pas- 

vestigations carried out by the Moscow police, which showed that market trading cut 
across divisions of ethnicity gendel; an& social class. Tsentral'nyi munitsipal'nyi aikhiv 
Moskv): f. 46 (market administration), op. I ,  cl. 8, 11. 110-12 (report 011November 1944, 
police raid). 

34. Mv ~ ~ i n c i ~ a lsource for this is a database of 210 criminal cases from Moscow 
I I 

and Riazan' oblast, plus another 200 cases described in various reports. 
35. RTsKhIDNI, f. 17, op. 121, d. 584, 1. 65. 
36. See esp. Tsentral'nyi munitsipal'nyi arkhiv Mosk~y, f. 46, op. I ,  d. 8, 1. 112. 
37. Foreigners occasionally reported on what Ettore Vanni described as a "discon- 

certing amorality" and David Dallin called a "dual mora l i~" :  Soviet citizens' willingness to 
steal from the public or the state for personal profit d u ~ i n g  and shortly after thewar. Cf. 
David Dallin, "The Black Market in Russia," Y'hr American Mercury 69 (December 1949): 
679-80; Ettore Vanni, Io, Co~nunista in Russia (Bologna, 1949), 53-54. Justifications of 
participation in the wartime black market on survivalist grounds were offered by all of 
my interview subjects. 

38. A. Tj~kova-Williams,Why Soviet Russia Is Starving (London, 1919), 6. 



senger and freight trains. Wielding weapons, the soldiers wrested the bag- 
men's confiscated sacks of food from the policemen and returned them 
to their owners. In a few such episodes, the fight escalated into a pitched 
battle between servicemen armed with machine guns and a hastily sum- 
moned "operational group" of the NKVD.:3" 

At the end of the war, the survivalist consensus was jeopardized by the 
emergence of increasingly profitable, entrepreneurial ventures, which di- 
verted a growing population from agricultural or cooperative employ- 
ment. As Ervin-Akopian, the Armenian tax chief, reported anxiously in 
his March 1945 memo to the central Commissariat of Finance, 

Under the present circurnstances, manufacturing cooperatives and local 
industry are not yet in a condition to satisfy the growing needs of the 
population for [such goods as clothing, linens, hats, and leather shoes]. 
The population is thus compelled to resort to privateers, whose number 
has grown incredibly. In keeping with paragraph 20 of the Rules for 
the Registration of Manufactures and Trades, these privateers are not 
subject to taxation; but for its part, the procuracy does not press [the 
prescribed] criminal charges against them. 

This creates a situation where not only the rural artisan ceases to work 
according to his registered permit, but even members of manufactur- 
ing cooperatives, disabled veterans' artels, and workers in other produc- 
tive enterprises set aside their cooperative work and take their business 
underground-that is, they start working on a private basis.40 

If the war had helped to habituate officials to survivalist violations of the 
law, Ervin-Akopian's observations suggested that other citizens had be- 
come accustomed to wheeling and dealing without repercussions. If the 
laws on speculation could be ignored, why not the laws on private man- 
ufactures? By the end of the war, the quandary of procurators in a rural 
district near Riazan' crystallized a dilemma confronted by officials every- 
where. In 1944-45, the peasants of Bel'kovskii raion reverted to their 
traditional cottage industry, the weaving of a coarse cotton cloth called 
snrpinki. According to local estimates, fully 40 percent of the households 
in the district had take11 up this trade. The Rules on the Registration of 
Manufactures and Trades notwithstanding, Bel'kovskii peasants bought 
thread from textile workers in the neighboring provinces of Ivanovo and 
Wadimir, where factories had resorted to compensating overtime with 
wages in kind; wove it on handlooms; and sent out agents to sell the 
cloth in all parts of the USSR. On a single loom, a family could weave 22 
to 25 meters of cloth a day, for a daily profit of 350 rubles. Many house- 
holds had set up a second loom; nearly all had abandoned work on the 
collective farm.41 

39. GA RF, f. R-9401 s/ch., op. 2, d. 66, 11. 40-53 (Stalin's osobaia papka).  The report 
specifically revived the civil war term "bagmen," albeit in quotation marks, though as far 
as I have been able to tell, it fell out of use after the early 1930s. 

40. RTsKhIDh'I, f. 17, op. 121, d .  584, 1. 65. 
41. GA RF, f. 8131, op. 23, d .  105, 11. 1-9 (USSR Prokuratura materials on  weaving 

in Riazan' oblast, 1946). 
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The sarpinki problem seemed intractable. As Deputy Minister of Fi- 
nance Uriupin wrote to the USSR Procurator in May 1946, in a detailed 
analysis of the case, "criminal prosecution cannot even be discussed." Po- 
lice organs could not possibly arrest the weavers, given the "mass nature 
of this occupation." Furthermore, Bel'kovskii peasants had been weaving 
"since time immemorial, and no one ever paid them any mind." There 
was no easy way to stanch the supplies of thread from the region's tex- 
tile mills, for the factories had no other resources at their disposal for 
workers' pay. "All this taken together," Uriupin concluded, "has brought 
us to the necessity of petitioning you for certain changes in the existing 
legislation on the agricultural tax, so that we have permission to tax peas- 
ants' income from the production and sales of sarpinki."Q In a nutshell, 
what Uriupin recommended was to legalize and tax these privateers. 

Uriupin's recommendations reflected the previous year's discussions 
at the USSR Commissariat of Finance, where fiscal pragmatism and 
wartime disruptions had given rise to unprecedented proposals in mid- 
1945. Decriminalization of private enterprise would represent a step back 
toward the permissive economic and social policy of the 1920s. Notwith- 
standing Stalin's personal role in the abrogation of NEP, financial offi- 
cials from around the country advocated legalization as the appropriate 
response to the upsurge in private manufactures and market trade. Ar-
menia's Ervin-Akopian was only the first voice in a chorus of petitioners 
to the central tax office with this proposal in the final six weeks of the war. 
The head of the tax bureau in the Uzbek Republic pleaded that policy- 
makers "take into account the unique heritage of the Uzbek SSR," where 
"traditional lifestyles, formed over centuries," included such activities as 
the keeping of small restaurants, tea houses, and inns; the preparation 
and sale of traditional foods; the manufacture of garments; and the weav- 
ing of mats-all currently illegal, and hence not subject to taxati0n.4:~ 
The Belorussian commissar of finance argued that private individuals 
should be allowed to manufacture and sell all kinds of everyday wares, 
including prepared foods, on the grounds that "These manufactures and 
sales are extremely widespread, but because they are 'prohibited,' they 
remain completely untaxed."-l"imilar arguments were advanced by fi- 
nancial officials from the Russian, Georgian, Kirghiz, and Turkmen re- 
publics. 

Most of the petitioners were regional tax administrators, who faced a 
formidable challenge in spring 1945. As the war was drawing to a close, 
tax bureaus found it increasingly difficult to "mobilize the resources of 
the population." No matter how many times local party leaders and finan- 
cial departments "explained" the state's continuing need for revenues, 
"all kinds of false rumors" were circulating about an imminent reduc- 
tion in taxes. By mid-May, financial officials encountered mass refusals 

42. Ibid., 11. 1-2. 
43. RTsKhIDNI, f. 17, op. 121, d .  584, 1. 64. 
44. Ibid., 1. 67. 
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to pay the war tax and to subscribe to the fourth state war loan, due 
to the popular wisdom that these had been canceled at the end of the 
w a ~ - . ~ ~At all levels of government, however, the need for revenues re- 
mained intense, between the continuing budgetary requirements of the 
armed forces and the enormous task of domestic reconstruction. Under 
these circumstances, it is not surprising that many financial bureaucrats 
placed the search for new revenues above ideological or political con- 
siderations. While tax administrators hoped to tap the resources of the 
private sector, planners promoted the expansion of high-priced "com- 
mercial" trade over subsidized rations, and ministry spokesmen pushed 
for maximal reparations from the Soviet occupation zone in Germany 
and Austria, without regard to political repercussions there." The effort 
to legalize and tax private businesses was just one expression of the fi- 
nancial bureaucracy's radical pragmatism in the postwar years. 

On the other hand, proponents of legalization anticipated benefits 
beyond the mere accretion of state revenues. In 1945, as in 1921, the reg- 
ular economy was shattered by war. Consumer goods productio~i stood 
at 59 percent of its prewar level, an improvement over the previous three 
years but hardly sufficient to satis+ the population's acute needs.47 The 
head of the tax bureau in the Turkmen republic expressed the view of 
many when he cited the "altered economic conditions co~l~iected with 
the war" as grounds for shortening the list of forbidden enterprises.48 
Mar'iakhin, head of the department of taxes and fees of the central 
Commissariat of Finance, put the case more strongly in a report to the 
commissariat's collegium in August: a policy of loosening the strictures 
against the private sector, he maintained, was dictated by the country's 
vital interest in "stimulating the production of consumer goods in the 
postwar period." Moreover, such a policy had "enormous significance" 
for another of the pressing social problems of the day, job placement for 
veterans." Through a partial rehabilitation of private enterprise, unem- 
ployment would be alleviated, state revenues augmented, and consumer 

45. 111 Kostroma province, two tax collectors had actually encouraged this attitude by 
returning the money they had already collected for the bond issue to subscribers. KGAE, 
f. 7783, op. 30, d. 19, 11. 70, 198; d. 20, 1. 258 (transcript of Comlllissariat of Finance 
collegia, 1945). 

46. On the politics of reparations, see Norman M. Naimark, Tke Russians in G ~ F  
many: A History ofthe Souiet Zone oJ'Occupntion, 1945-1949 (Cambridge, Mass., 1995), 173. 
I should note that the financial agencies had a history of promoting state revenues at 
the expense of socialist ideals. High-priced "commercial" stores were their brainchild in 
the eafly 1930s, as were the ~ o r g s h  hard-currency stores, which squeezed valuables from 
the population in exchange for basic foods. Still more notoriously, financial agencies suc- 
cessfully persuaded the government to end its prohibition on alcohol and to prioritize 
vodka production as an indispensable source of revenues (the vodka monopoly supplied 
one-fifth of state revenues in early 1930s; potatoes and grain were diverted to vodka pro- 
duction even during the 1983 famine). 

47. EugGne Zaleski, Stalinist Planningfor l<corco~nic Growth, 1933-1 952, trans. Marie- 
Christine MacAndrew and John H. Moore (Chapel Hill, 1980), 579, 603. 

48. RTsKhIDNI, f. 17, op. 121, d. 584, 1. 66. 
49. Ibid., 1. 70. 
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goods produced in greater numbers than was possible by existing man- 
ufacturing plants. 

Mar'iakhin received the petitions cited above in March and April of 
1945. Although it seems plausible that he solicited the opinio~ls of the 
republican officials beforehand, we have no evidence to support this con- 
jecture. M%at is clear from the memos is the fact that the possibility of 
legalizing private manufactures and market trade was discussed in meet- 
ings of tax agents in several republics before their chiefs wrote to the 
center. From the time he received the petitions, however, Mar'iakhin was 
unquestionably the driving force behind the movement for legalization. 
On 14 May, he hosted a meeting of senior bureaucrats at the commis- 
sariat on the juridical and tax status of private businesses. On the basis 
of a pr6cis of the republican administrators' proposals that Mar'iakhin 
had prepared, this group recommended several major changes in the 
existing legislation on private businesses: 

3. Permit members of artels, working on the side, and also workers 
and employees engaged in artisanal manufactures in their spare time, 
to produce goods, notjust on contract, as foreseen by the current Rules, 
but also for sale at the market. 

5 .  Remove the following from the list of prohibited enterprises, and 
permit individual artisans: 

a) to buy up (not receive gratis) and rework wool and woolen 
yarns, oil-producing seeds, leather, and sheepskin, and the raw rnaterials 
for soap; 

b) to produce from purchased rnaterials clothes, linens, knit- 
ted goods, hats, leather shoes, notions, saddles and harnesses, and items 
made out of metal, not just on prior individual orders from the popu- 
lation, as foreseen by  the current Rules, but also for sale at the market; 

c) to prepare foods, excluding alcol~olic beverages, from pur- 
chased raw materials. 

6. Remove from the list of prohibited enterprises the keeping of 
bathhouses and inns, and also the rental of weights at bazaars.~yo 

If adopted as policy, these provisions ~rould have erased many of the legal 
distinctions between cooperatives and privateers, by allowing the latter to 
produce previously forbidden goods. Further, they would have enabled 
individuals to manufacture goods on the basis of projected, rather than 
proven, consumer demand; displaced supplies for consumer-goods pro- 
duction from the planned economy to the free market; and narrowed 
the application of the law against speculation by permitting sales at mar- 
ket prices. Finally, articles 5c and 6 would have revived the private restau- 
rants, cafes, bathhouses, and inns that had sustained Russian :lightlife up 
to 1929. While hardly a wholesale emancipation of private enterprise, the 
resolutio~l did call for a substantial liberalization of Soviet economic life. 

Between 1945 and 1948, Mar'iakhin made it his mission to press for 

50. Ibid., 1. 69. 
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these changes in the laws governing private businesses. Encouraged by 
the response at the meeting, he composed a draft of a decree to put 
before the Council of Ministers, and circulated his proposal at the Com- 
missariat of Finance's collegium in August. He enlisted his boss, Deputy 
Minister Uriupin, to agitate on behalf of the changes; and he brought up 
the subject at every opportunity at bureaucratic meetings for nearly three 
years. However, it is important to note that he was not working alone. Not 
only did Uriupin sign onto his program, Mar'iakhin's proposal was ex- 
tremely popular with lower officials in the financial bureaucracy. After a 
year of "popularization" in the form of periodic memos from the central 
tax office, financial cadres overwhelmiilgly approved the changes at the 
All-Russian Conference of Financial Officers in August 1946. The senti- 
ment of these people echoed the petitions of the republican tax chiefs: 
private manufactures and sales were a mass phenomenon; they had cer- 
tain benefits; they were not being prosecuted; so they surely ought to be 
taxed."] 

A striking feature of this episode is the readiness of the reformers 
to forgo authorization from above. While Mar'iakhin's proposals lan- 
guished without formal approval from the commissariat's collegium, he 
and Uriupin forged ahead with their plans. In January 1946, they sent 
out a circular to all republican, provincial, municipal, and rural financial 
departments directing officials to revise their procedures in anticipation 
of changes in the law. Henceforth, the circular instructed, profits from 
private (illegal) manufactures and (speculative) market trade should be 
treated as taxable i n c o m e . ~ ~ u b s e q u e n t  instructions, issued in October 
1946 and March 1947, elaborated that not only should these privateers 
have to pay income tax on their earnings, they should even have to pay 
for estimated income in advance:j3 In essence, the instructions modi- 
fied paragraph 20 of the Rules for the Registration of Manufactures and 
Trades, which had called for confiscation, not taxation, of property ac- 
cruing from prohibited businesses. 

What the instructions did not do was to annul tax collectors9 obliga- 
tion to hand over privateers to the procuracy. Although Mar'iakhin and 
Uriupiil advocated legalization, the conclusion of each of the circulars 
piously enjoined local agents to remember that the legal status of pri- 
vate businesses remained unchanged. These injunctions, however, were 
principally honored in the breach. I11 the Kirov district of Tbilisi, for ex- 
ample, financial agents failed to press criminal charges against any of 
the thirty-one privateers assessed for a total of 75,000 rubles in income 
taxes; while in the Kirov district of Tashkent, even fabulously wealthy pri- 
vateers, like four ice-cream manufacturers who paid nearly 300,000 rubles 
in taxes at a 30 percent rate, avoided criminal prosecution for their il- 
legal trades." Procurators, for their part, were hardly eager to initiate 

51. Ibid., 11. 70-71. 

52. Ibid.,1. 72. 

53. Ibid., 11. 73-74. 

54. Ibid.,11. 14-15. 




criminal proceedings against such figures on their own; according to in- 
vestigators, procurators constantly cited the fact that the privateers were 
being taxed as a justification to ignore their violations of the law.".' Under 
these circumstances, the governmental watchdog agency seized upon the 
tax collectors' instructions as evidence that Mar'iakhin and Uriupin had 
"gone behind the back of the Government" to effect a "radical change 
in policy toward the privateer."'G As Lev Z. Mekhlis, minister of state con- 
trol, wrote to Stalin in a venomous denunciation of their activities, "Uri- 
upin and Mar'iakhin effectively legalized private businesses by making 
the income from them an official object of taxation."57 

The tax office's program attracted scrutiny in the fall of 1947. On 11 
November, Mar'iakhin was called in to the Ministry of State Control for 
questioning. Still confident, he defended his position with vigor; rather 
than retreating from his program, he tried to win Mekhlis's support.Lj8 
The moment was inauspicious, however. According to historian Elella 
Zubkova, precisely in 1947, economic violations became Mekhlis's vehi- 
cle for a power ploy against the MVD and MGB." At a time when Lavren- 
tii Beriia was sending weekly, if not daily, reports to Stalin on the fight 
against speculators, counterfeiters, hard currency traders, and other eco- 
nomic criminals,60 Mekhlis could not pass up an opportunity like the 
tax officials' case. Mar'iakhin's statements under interrogation became 
so much ammunition for Mekhlis's cause. When Mar'iakhin used the un- 
fortunate phrase, "individuals, working in banned artisanal enterprises of 
a laboring cilaracte?' (litsa, zanimaiusi~chiesia trudovymi zapreshchennjmi kus- 
tarnymi promyslami) , presumably to distinguish them from commercial es- 
tablishments, Mekhlis sneered that "Mar'iakhin has come up with a new 
understanding of the privateer."f)l Mar'iakhin's assertion that "the mass 
pursuit of prohibited enterprises was provoked by the wartime and post- 
war economic conjuncture (the shortage of consumer goods)" became, 
in Mekhlis's hands, evidence that "the proposal to legalize the privateer 
was motivated by the fact that the privateer is becoming stronger."@ The 
result of the interrogation was a lengthy report to Stalin on 25 Wovem-

55. Ibid., 1. 75. 
56. Ibid., 1. 70. 
57. Ibid., 1. 72. 
58. For long quotations from the interrogation, see ibid., 11. 69-73. 
59. Zubkova, ODshchrst710 i reformy, 55. Zubkova reports that Mekhlis tried unsuccess- 

fully to obtain jurisdiction for the Ministry of State Control over all economic violations 
and also to gain the right to send cases directly to court without going through the procu- 
racy. 

60. GA RF, f. R-9401 s/ch., op. 2, dd. 168-71 (Stalin's osobaia papka). Whereas in 
194446, topics relating to the deportation of nationalities, Ukrainian nationalists, and 
foreign and military policy formed the bulk of Stalin's osobaia papka from the NKVD, the 
preeminent topic in 1947-48 was violations in trade, speculation, and other economic 
crimes. It would be interesting to know whether Beriia or Stalin decided the content of 
the special files, and on what grounds. Stalin was obviously concerned about the issue, 
as we know from his sponsorship of the new crime laws of 4 June 1947. 

61. RTsKhIDNI, f. 17, op. 121, d. 584, 1. 72 (emphasis in the original). 
62. Ibid., 11. 67, 69. 
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ber entitled "On the serious distortions of policy toward the privateer 
countenanced by the USSR Ministry of Finance."6" 

Given the general hardening of Stalinist politics in 1947-48, 
Mekhlis's 25 November report could hardly fail to transform the stakes 
of the case. For Mar'iakhin, the issue was no longer whether his pro- 
gram would be adopted, but whether he could keep his job-and his 
liberty and his life. Mar'iakhin's response to the accusations, dated 5 
Janualy 1948, reflected this transformed political landscape. No longer 
concerned with legalization, he tried instead to prove that taxation was 
a valuable weapon in the fight against crime. While admitting that his 
methods involved "a certain formal nonobservance of the legal side" 
of the struggle, he maintained that their proof was in the pudding: 
in one region after another, when privateers had been taxed for ille- 
gal enterprises, they had abandoned their pursuits.6War'iakhin also 
distanced himself from the suggestions of republican tax chiefs to le- 
galize "speculation"-simple buying and reselling at the market-along 
with private enterprises of a "laboring" type. This, however, was a moot 
point. In 1945, with an eye to the daily fees to be collected from pri- 
vate traders, the Moscow city government had petitioned to relegalize 
sales of new, purchased consumer goods at the city's markets, and in 
1946, the Supreme Soviet had ruled in favor of their suit.65 By the 
time of the attack on Mar'iakhin, informal trade was once again reg- 
ulated by local ordinance, within a horizon of legality delimited by 
the concept of speculation, for "systematic" or excessively large-scale 
trade, and by Stalin's revived law of 4 June 1947 against theft of public 
property. 

In retrospect, it seems inevitable that the outcome of Mar'iakhin's 
efforts should have been a purge. Indeed, the surprising fact is that he 
and his colleagues held on as long as they did. It took Mekhlis two long 
expos& and half a year to engineer a purge of the tax administration, 
and even then it is unclear how many people lost their jobs. When the 
ax finally fell on 14 April 1948, Mar'iakhin was fired and given a "stern 
reprimand"; I have been unable to determine what became of him in the 
wake of this decree. Uriupin also received a rebuke.66 As for republican 
petitioners like Ervin-Akopian, I have found no information whatsoever 
about their fate. 

The Mar'iakhin episode was not without forerunners; in a way, this 
incident throws the cycles of the Soviet economy into relief. In relation 
to the market, it highlights a suggestive repetition of policies and trends 

63. Ibid., 11. 62-75. A reminder: "People's Commissariats" became "Ministries" in 
1946. 

64. Mar'iakhin's self-exoneration, sent to the Cadres Administration of the Central 
Committee, appears on 11. 77-84 of ibid. He included a table of the number of illegal 
privateers in seven regions before and after the application of taxes, with the specious 
claim that all of them had ceased their operations. See ibid., 1. 82. 

65. Tsentral'nyi munitsipal'nyi arkhiv Moskvy, f. 46, op. 1, d. 8, 1. 1. 
66. Gosudarstvennyi arkhiv Kurskoi oblasti, f. R-4850, op. 1, d.  253, 11. 1-3 (copy of 

Sovet Ministrov decree). 
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at three different periods: 1914-22, 1929-33, 1939-47. If we accept the 
argument, which a number of scholars have promoted, that collectiviza- 
tion represented a kind of war in the countryside, each of these periods 
witnessed a protracted war, combined with an acute economic crisis.(j7 In 
each case, the official response to the latter was to institute maximal state 
control over all aspects of production and distribution, and in each case 
this elicited a thriving black market. In each case, as the war was drawing 
to a close, the economic crisis looked ever more intense; and with the 
threat of famine-the Soviet Union's three peacetime famines being at 
the end of each of these periods, 1921-22, 1932-33, and 1946-47-the 
Soviet establishment itself spawned a movement toward a kind of "pere- 
stroika," involving, among other things, a limited rehabilitation of private 
enterprise. 

What distinguished the mid-1940s reform from its 1921 and 1932 pre- 
decessors, and what doomed it to failure, was the position of its propo- 
nents. After hventy years of "revisionism," it scarcely needs repeating that 
mid-level bureaucrats did exercise initiative in Stalin's regime. To focus 
exclusively on the endpoint of their endeavors-the fact that ultimately, 
most independent initiatives were crushed-is to miss a crucial quality of 
Stalinism. During the chronic crises of the Stalin era, the Soviet polity de- 
manded not cautious obedience so much as constant improvisatioll from 
its "leading cadres."68 In this episode, however, the improvisers were not 
factory managers or provincial party leaders, the traditional "line offi- 
cers" of communism, but what can only be called senior functionaries in 
a bureaucratic state.69 Their attempt to rewrite the laws on private busi- 
nesses reflected their bureaucratic blinders. Fixated on the mission of 

67. The war interpretation of collectivization is now commonplace. Diverse elabora- 
tions include Moshe Lewin, "'Taking Grain': Soviet Policies of Agricultural Procurements 
before the War," T ~ P1Makiizg ofthe Souid Syst~m: Essays in the Social History oflnto-war Russia 
(New York, 1985), 142-77; Adam Ularn, Stnlin: TIZP Man nnd His Era (New York, 1973); 
and more recently, Andrea Graziosi, Thr Crrat Soviet Prnsant War: Bolshroiks and Pec~sccnts, 
191 7-33 (Cambridge, Mass., 1996); Lynne Viola, Peasnizt Reb~ls under Stalin: Collectivizrction 
nnd the Culture of Peasant Resistance (New York, 1996). 

68. The revisionists were not, in fact, the first students of Stalinism to make this 
point. Important works stressing improvisation by provincial officials include Joseph 
S. Berliner, Factory and Maizrcger in the USSR (Cambridge, Mass., 1957); Merle Fainsod, 
Smolensk 'under Souiet Rule (Cambridge, Mass., 1958); Sheila Fitzpatrick, "Stalin and the 
Making of a New Elite," and "Cultural Revolution as Class War," both reprinted in l'lze 
Cultural Front: Poruer and Cultur~ in Rmoltctionary Russia (Ithaca, 1992), 115-48 and 149-82, 
and Fitzpatrick, Education and Social Mobility in t h ~  Sovirt Union, 1921-1934 (Cambridge, 
Eng., 1979); Roberta T. Manning, "Government in the Soviet Countryside in the Stalinist 
Thirties: The Case of Belyi Raion in 1937," Carl Brck Papns, no. 301 (1984). While the 
opening of the Soviet archives has tended to underline the extraordinary centralizatioll 
of decision making under Stalin, it has simultaneously reinforced revisionists' claim that 
local party leaders were far from mechanical executors of the center's will. See, for ex- 
ample, the active role of provincial party leaders in inflating the number of executions in 
1937-38, as discussed in 0.V. Khlevniuk, Polztbiuro: ~Mekhaizizmj politicheskoi ulasti 71 1930e 
godj (Mosco~: 1996). 

69. I take the term line oficers from George L. Yaney's stimulating discussion of the 
structure and dynamics of the Russian bureaucracy, The U r g ~  to Mobiliz~: A p r i a n  Reform 
iiz liussia, 11861-1930 (Urbana, 1982), esp. 54-57. 
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the Ministiy of Finance, the tax officials applied themselves to the task 
of securing state revenues without questioning the broader implications 
of their approach. Taxes, for them, were apolitical; the denial of politics 
was what led them to instigate reforms. 

Pragmatic in their inspiration, the reforms sponsored by the tax offi- 
cials were nonetheless radical; that Mar'iakhin could overlook this fact is 
a testimony to the unique conjuncture of the immediate postwar years. 
During the terror of the 1930s, it would have been unthinkable for bu- 
reaucrats to ignore the political implications of an unauthorized legaliza- 
tion of private businesses. Despite the failure of the tax collectors' "per- 
estroika," this episode thus manifests the possibilities as well as the limits 
of Stalinist politics in the postwar years. 

The story of the postwar revival of private enterprise does not end, 
however, with the promulgation of the April 1948 decree. The tax of- 
ficials, after all, were hardly the source of the private economy; their 
proposals developed in reaction to the reality of private businesses and 
market trade. With the central government's sanction of petty hawking 
in 1946 and the reestablishment of severe punishments for theft of pub- 
lic property the following year, the regime reasserted the prewar bounds 
of informal buying and selling. Even in this area, however, a return to 
normalcy, that is, to prewar levels of private market activity, remained a 
few years away. Until shortages finally abated in 1949-50, market vend- 
ing remained a universal occupation and an essential channel for the 
acquisition of food and consumer goods. The crises of 1946-47 actually 
fuelled an expansion of the private economy: markets of Moscow and 
other cities were inundated with peasants fleeing from famine-stricken 
provinces, while some twenty-eight million workers lost their rations and 
were thrown entirely onto the free market for food? 

Soviet markets reached their zenith in connection with the monetary 
reform of December 1947. Broadcast together with the curtailment of the 
rationing system, the moiletary reform required citizens to trade in old 
rubles for new rubles over the course of the next week. The differential 
rates of exchange were aimed at confiscating savings froin anyone who 
might have prospered from the war: the first 3,000 rubles in state sav- 
ings accounts would be exchanged on a one-to-one basis; pre-194'7 state 
bonds would be denominated at one new ruble to three old rubles; and 
all other savings or cash would be subject to a one-to-ten exchange rate. 
Wages would remain the same, though paid in new rubles.71 The popu- 
lar response to this announcement was to rush madly to the bazaar. In 

70. Tsentral'nyi munitsipal'nyi arkhiv Moskvy, f. 1889, op. 1, d. 668, 670, 767, and 
others (Kiev raion people's court cases); f. 46, op. 1, d. 8; RGAE, f, 7971, op. 16 s/ch, cl. 
472, 11. 12627,  157-73 (Ministry of Trade, 1948 correspondence with trade inspection); 
op. 5, d. 65 (whole file reviews Soviet markets in 1948-49). On the 194647 famine, 
see B. F. Zima, "Golod v Rossii 19461947 godov," Otechest71rnnnin istorlin, 1993, no. 1 
(Janua~y-Februa~y): 35-52. 

71. Pravda (or any other newspaper), 15 December 1947. 



534 Slavic &view 

the words of an older Muscovite, fout le monde spent the evening of 15 
December at the market so as to exchange old rubles for commodities 
before their money lost its value. To meet this demand, goods appeared 
at the market as never before-with prices as never before, even during 
the worst period of the war. Among those I interviewed, one woman's 
family bought a cow, two pigs, and a beautiful gold pocket watch during 
the week of 16 to 22 December; another subject bought a bookshelf full 
of prerevolutionary books." Although extreme shortages were not yet 
over-many regions experienced food crises throughout 1948-this free-
for-all marked a turning point after which private market activity gradu- 
ally ebbed back to prewar levels.73 

The novelty in postwar private trade was the emergence of new 
venues to rival or complemellt the market. A bizarre, though perhaps 
atypical, development occurred in Moscow: in the late 1940s and early 
1950s, the capital's flagship store became a hub of black-market trade. 
Private vendors flooded the Central Department Store (TsUM) to the 
point where it "more closely resemble [dl a bazaar than a model depart- 
ment store." '~ccording to store managers, privateers came to the same 
department each day with a suitcase full of goods: shoe sellers to the 
shoe department, dish sellers to the china department, and so forth. If 
the wares were too bulky to bring into the store, as in the case of furni- 
ture, private traders loitered by the counter; whenever someone wanted 
to buy a piece of furniture, three or four of them would descend on the 
customer with offers of the same item for a discount.'"awkers con-
gregated primarily in departments selling scarce goods (woolen cloth, 
ready-to-wear clothing, shoes, and knitted wear); near the freight eleva- 
tors (a source of information about goods in stock); and in the shadows 
of the women's restrooms (where they were unlikely to be ob~e rved) .~"  
Most sold the same wares advertised in the given department, at a steep 
discount. Others sold related things of their own manufacture, often for 
high prices: homemade food in the grocery department, hand-knitted 
sweaters in the children's clothing department, homemade leather jack- 
ets in the coat department.77 One manager claimed that only a perma-

72. Galina Petrovna (hlarch 1993) and Aleksandr L'vovich (September 1993). 
Zubkova also has an interesting discussion of popular reactions to the monetary reform 
in Obshchestvo i reformy, 44-48. 

73. This can be traced through an archival file on Soviet markets in 1948-49: RGAE, 
E 7971 (Ministry of Trade), op. 5, d. 65. See also Zaleski's table on cost of living in Moscow 
in Stalinist Planning, 460. 

74. Tsentral'nyi munitsipal'nyi arkhiv Moskvy, f. 1953, op. 2, d. 73, 1. 16 (TsUM man- 
agers' meeting, January 1947). 

75. Ibid., 11. 16, 25. 
76. Ibid., 1. 45 (12 April 1947 managers' meeting); op. 2, d. 153, 11. 31-34 (22 Au- 

gust 1953). I was unable to find out more information on the gender composition of 
TsUhl traders, which the specific reference to women's restrooms raises. At Moscow mar- 
kets, women were slightly overrepresented among vendors, at least in 1944. Tsentral'nyi 
munitsipal'nyi arkhiv Moskvy, f. 46, op. 1, d. 8, 11. 110-12. 

77. Tsentral'nyi munitsipal'nyi arkhiv hloskv); f. 1889, op. 1, dd. 2118, 2371, and 1910 
(Kiev ward people's court cases). 
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neiit force of between eighty and one hundred plai~iclothes policemeil 
could deter private trade in the store.7" 

Sales of privately manufactured items at TsUM bring us to the more 
intriguing side of the private sector in the immediate postwar years. The 
14 April 1948 decree addressed the fate of private manufactures and 
other relatively formal private enterprises. As Ervin-Akopian had indi- 
cated in his memo back in 1945, these most often operated under the 
aegis of a cooperative. Besides discipliiiilig the tax administration, the 
14 April decree-entitled "on the peiietration of privateers into coop- 
eratives and local industryn--called for a systematic review of coopera- 
tive organizations. The coupling of anomalies in the cooperative sector 
and the errant policies of the tax officials can be attributed to Mekhlis, 
whose second report to Stalin on the privateer theme called for a simul- 
taiieous purge."J In the cooperative sector, a purge was in fact already 
underway. According to a post hoc memorandum, provincial inspectors 
first sounded the alarm in early 194'7 and reported with increasing insis- 
tence over the course of that year that the "private-entrepreneurial spirit" 
had infected a "significant number" of the country's manufacturing and 
invalids' cooperatives. By February 1948, when Mekhlis grafted his cru- 
sade against Mar'iakhin onto this campaign, the Council of Ministers' 
cooperative administration (Glavnoe upravlenie po delam promyslovoi 
i potrebitel'skoi kooperatsii pri SM SSSR) had issued a series of execu- 
tive orders condemning "private-entrepreneurial activity" in the cooper- 
ative milieu.80 Each of these orders, and above all the 14 April decree, 
prompted a new set of investigations; local records from these investiga- 
tioiis afford a glimpse at the practices of the cooperative sector in the 
postwar Stalin period. In Kursk and Riazan' oblasts, where I was able 
to trace the investigation and purge, central officials were undeniably 
correct in their allegations that "privateers" had "penetrated" into co- 
operatives. If evidence from these provinces is representative, however, 
the cooperatives' ranks seemed strangely unwilling to see the "private- 
entrepreneurial elements" purged. 

Besides sales at the market, two categories of private enterprise 
emerge from the available documents: private manufactures of consumer 
goods, construction materials, and other everyday items; and busiilesses 
in the service sector, such as restaurants, inns, barbershops, or photog- 
raphy studios. In both cases, a cooperative typically provided the cover 
for private profits, either by farming out busiiiesses for which it had ob- 
tained a patent or by failing to exclude members who, as Ervin-Akopian 
had remarked, "set aside their cooperative work and took their business 
underground." The two categories of postwar busiiiess differed signifi- 

78. Tsentral'nyi munitsipal'nyi arkhiv Moskvy, f. 1953, op. 2, d. 73, 1. 45. 
79. This report, apparently written in February 1948, appears in RTsKhIDNI, f. 17, 

op. 121, d. 584, 11. 6-16. 
80. RGM,  f. 8090 s.ch., op. 2, d. 1, 11. 131-33 (22 March 1950 Tsentroprornsovet 

report on purge to Sovet Ministrov Presidium) lists prikazy of 2 Septembel; 18 September, 
4 October; and 15 October 1947 on the fight against privateers. 
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cantly, however, in their relation to the Stalinist economy of the 1930s. 
I11 the case of manufactures, whether they took place inside or outside 
the cooperative structure, postwar private manufactures represented the 
continuation and expansion of prewar practices. Unlike the postwar set- 
tlement on market trade, then, the 1948 crackdown on the "private- 
entrepreneurial spirit" in manufactures marked a break with prewar 
policy: what Mekhlis and the central cooperative administratioil really 
sought was to bring under control, at long last, the hitherto loosely or- 
ganized manufacturing cooperatives, as well as to eliminate altogether 
independent artisans and tradesmen. By contrast, private service-sector 
businesses had no antecedents in the period from 1930 until around 
1945. With regard to this new phenomenon, the 1948 purge meant a re- 
assertion of the traditional bounds of the Stalinist economy, regardless 
of the latter's inability to provide the services on its own. 

According to the legislation of April 1948, private manufactures took 
place within cooperatives in the following manner: 

As a result of political blindness, and at times also of ingrown ties 
[srashchivanie]between the leaders of cooperative organizations and pri- 
vateers, speculators and conmen [del'tsj-spekulianty] have entered coop- 
eratives with their own manufacturing equipment and substantial mon- 
etary resources, transforming the artels of manufacturing and invalids' 
cooperatives into pseudo-artels. These resources and equipment have 
been illegally registered by the artels as "long-term special investments" 
from the privateers, in whose hands they have remained. In this manner, 
in violation of the Soviet Constitution, private ownership of the means 
of production has been countena~lced by many cooperative organiza- 
tions.81 

The language of this paragraph served to focus investigations on so- 
called at-homers (nadomniki), cooperative members who manufactured 
their products in the privacy of their own homes. In the provinces of 
Kursk and Riazan', manufacturing cooperatives included in their mem- 
bership a considerable number of such outworkers-an indication of the 
low level of mechanization in cooperatives at this time. At least as regards 
Kursk, the decree was correct in its allegation that this was a relatively re- 
cent phenomenon. The senior inspector sent out by the Council of Min- 
isters characterized outworkers as long-time individual tradesmen who 
had only recently decided to join cooperatives. Moreover, the investiga- 
tion revealed that nearly all of them supplied their own equipment, and 
most used this equipment for private production and sales.82 

81. Gosudarstvennyi arkhiv Kurskoi oblasti, f. R-4850, op. 1 ,  cl. 253, 1. 1 (Sovet 
Ministrov coop administration 17 April 1948 prikrtz based on 14 April Sovet PvIinistrov 
po,rtnnoulenie; file includes legislation relating to the 14 April decree as well as to the in- 
vestigation of Oblstromproinsoiuz) . 

82. See especially the report in Gosudarstvennyi arkhiv Kurskoi oblasti, f. R-4850, 
op. 1, d. 7, 11. 207-8. Incidentally, Mar'iakhin also provided data supporting the hjpothe- 
ses that many independent artisans joined cooperatives in the year o r  two following the 
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Certain kinds of production were particularly ameiiable to home 
manufacture. Not surprisingly, weaving appeared first on Riazan' inspec- 
tors' lists. As of summer 1948, private manufactures of sarpiiiki still dom- 
inated the Bel'kovskii area's economy; members of cooperatives, like 
collective-farm peasants, devoted most of their energy to this p~rsuit .8:~ 
111 Kursk, outworkers maiiufactured all of the goods that independent 
artisans were prohibited from producing according to the 1936 Rules: 
clothes, hats, leather shoes, and felt boots; knitted socks, mittens, and 
underwear; sausages, candy, aiid other food products; soap, baskets, bar- 
rels, alld harnesses; bricks and construction materials. One man, hired by 
the L'govsk consumer cooperative as a "construction technician," made 
woodell aiid upholstered furniture for private as well as cooperative 
sales.84 Clothing, felt boots, aiid candy were the three most common 
products of outwork. Nearly all home manufactures were labor-intensive 
aiid required some skill, very often provided by members of a nuclear 
family. M7ith a few exceptions, notably a tailor who possessed nine spe- 
cialized sewing machines, almost none involved more than one or two 
basic pieces of equipment. 

Ouhvorkers were loosely integrated into the cooperative organization 
via production quotas or contraces. As a member of the cooperative, a 
home manufacturer was obliged to produce a certain number of units 
each month for sale through the cooperative store. As the investigation 
revealed, however, many outworkers ignored their delivery obligations 
aiid sold their products for higher prices on their own. Soapmakers from 
the "Budennyi" artel took their soap to out-of-town markets rather than 
adhering to the cooperative agreement; hatmakers connected to "New 
MTay" delivered only 250 rubles' worth of hats to the cooperative, but 
earned 10,000 rubles a month by fulfilling private orders on the side; cob- 
blers from the "Stalin" artel failed to deliver a single shoe to the coopera- 
tive until threatened with the confiscation of their sewing machines; and 
so forth."Confectioners and sausage-makers were affiliated with their 
cooperatives in a still looser fashion, typically through contracts whereby 
the cooperative would illegally agree to pay close to market prices for 
the right to sell the bulk of their products, while the producers sold the 
remainder at the bazaar.8" Despite their continuing involvement with the 

wal; when he cited-alongside the statements on the increase in private entrepreneurial 
behavior-a 39 percent drop in the number of registered independent artisans and 
tradesmen between 1940 and 1947. RTsKhIDNI, f. 17, op. 121, d. 584, 1. 77. 

83. Gosudarstvennyi arkhiv kazanskoi oblasti (otdel Kommunisticheskoi Partii [Ria- 
zan' party archive]), f. 3, op. 3, d. 613, l. 103 (1948 obkom correspondence on cooper- 
atives). 

84. Gosudarstvennyi arkhiv Kurskoi oblasti, f. R-4850, op. 1, d. 218, 11. 37-49; d.  253, 
11. 18-38; d. 263, 11. 38-39; f. 3761, op. 1, d.  7, 11. 207-8, 272-74; d. 20, 11. 198-203 (re- 
ports on privateer penetration from various local cooperatives); Gosudarstvellnyi arkhiv 
Riazanskoi oblasti (Riazan' party archive), f. 3, op. 3, d. 613, 11. 107-16. 

85. Gosudarstvennyi arkhiv Kurskoi oblasti, f. 3761, op. 1, d. 7, 1. 208; d.  20, 11. 
198-203. 

86. Ibid. 
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market economy, privateers and former privateers were given an official 
standing in artisanal cooperatives. Frequently named heads of workshops 
or supervisors, they were allowed to direct productioil by hired hands in 
their own homes. Several were even given the use of an apartment free 
of charge.87 In this respect and others, the 14 April decree's reference 
to "ingrown ties" resulting in high-level protection of privateers was right 
on the mark. 

Local elites often patronized talented privateers. As an example, 
nearly all of the Kursk nomenklatura bought clothes from a member of the 
"Krupskaia" sewing cooperative, N. I. Konorev, who essentially worked as 
a private tailor. As the director of the local grain collectioi~ agency testi- 
fied, "N. I. Konorev and his daughter do it more cheaply and better at 
home." A frustrated inspector fretted over the cooperative's inefficient 
use of manpower: '"Konorev and Co.' are inundated with work at home, 
while the artel's sewing workshop has nothing to do." Konorev, however, 
categorically refused the inspector's order that he "socialize" his sewing 
machine and move his work to the cooperative space. Like artisanal work- 
ers elsewhere who resisted the labor iiltellsification methods of industri- 
alization, Konorev insisted on retaining control over the work process: 
"Even if you put me in prisoil for tell years, I won't give up my machine, 
I won't teach at the technicum, and I won't work ill the artel!" In the 
end, Konorev carried the day. Unable to persuade him to abandon his 
home business, the illspector put a motion to strip him of cooperative 
membership before the cooperative's general assembly. Soviet coopera- 
tive members, however, had their own views on such matters. Rather than 
expel home manufacturers who failed to fulfill their production quo- 
tas, many cooperatives chose to retain them; the cooperatives completed 
their overall plans through accumulated instances of partial fulfillment.88 
In this instance, Konorev's colleagues had even stronger motives for as- 
serting their independence and refusing to exclude him at the meeting. 
As the inspector was forced to report to her supervisor, working-class re- 
sentment played a role: "the members of the artel stated that the wives of 
local executives [otvetstvennykiz rabotnikov] all have sewing machines and 
sew on the side, and the financial department takes no measures against 
them."8" 

In Riazan' and other regions, the ''most common form of privateer 
penetration" was a type of franchise or concession. A cooperative-con-
sumer, producer, or invalids'-would obtain a patent from the state to 
run a certain kind of business. Rather than opening the business itself, 
the cooperative would farm it out to an interested privateer. By June 
1948, when two-thirds of Riazan"~ cooperatives had been inspected, co- 
operative patents were found to be shielding eighty-four private busi- 

87. Ibid.; Gosudarstvennyi arkhiv Razanskoi oblasti (Razan' party archive), f. 3, op. 
3, d. 613, 11. 106-16. 

88. Gosudarstvennyi arkhiv Riazanskoi oblasti (Riazan' party archive), f. 3, op. 3, d. 
613, 11. 106-8. 

89. Gosudarstvennyi arkhiv Kurskoi oblasti, f. R-4850, op. 1, d. 253, 11. 33-38. 
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nesses, while another eighty-five functioned without ally patent. Priva- 
teers paid the cooperative a fixed monthly fee for the right to operate 
the specified busiiless under its aegis. This usually included rent but oc- 
casionally did not. In every other respect, the privateer ran the business 
independently: he or she supplied equipment and raw materials; per- 
sonally provided the product or seivice or hired enough helpers to do 
so; priced labor at will; and pocketed all proceeds beyond the prede- 
termined fee. Popular businesses for concessions included photography, 
portraiture, rag collection, watchmaking, barbershops, restaurants, bil- 
liard halls, and repair shops of all kinds. Some privateers opened up 
regular stores under the cooperative umbrella. For the privateers, affil- 
iation with a cooperative offered some shelter against harassmeilt from 
fillailcia1 agents or the police. For cooperatives, the coi~cessioi~s served 
the dual ends of bringing in a steady illcome and providing services that 
members desired.90 

Fast-food stands and cafeterias were a particularly widespread and 
lucrative concession. Mekhlis's second report describes numerous exam- 
ples, particularly in eastern republics. In Georgia, privateer Kal'diashvili 
grossed 106,000 rubles a month in 1947 from a bar and snack shop, after 
paying 13,000 rubles each month to the sponsoring artel.91 Teahouses 
run by private citizens sprouted up throughout Central Asia and Ka- 
zakhstan; million-ruble fortunes were made from ice cream, nougat, and 
fried fish.92 Again, despite their affiliation with a cooperative, these shops 
must be considered private enterprises. Owilers made an initial capital 
investment in cooking equipment, flatware, and dishes, and if they had 
not received a separate space from the cooperative, they spent time and 
money remodeling their homes. After opening, they bought groceries at 
the bazaar, employed hired labor, and prepared and served customers' 
food. The success of their enterprise rose and fell with customer demand. 
Given the paucity of palatable alternatives in the postwar years, private 
eateries flourished until forced to close shop. 

Though pressures to integrate and supervise "at-homers" were only 
partly successful in the late 1940s, the campaign against "privateers" and 
the "private-entrepreneurial spirit" eventually eradicated coi~cessioils of 
this kind. During the 1948 purge, illspectors from the Couilcil of Min- 
isters' cooperative administration revoked patents for extraneous busi- 
nesses, arrested private proprietors, and fined, fired, or arrested the co- 
operative administrators who had authorized the concession. A total of 
10,380 patented private concessions were shut down, along with another 
14,807 businesses functioiliilg without a patent and 2'71 "pseudoartels." 

90. Gosudarstvennyi arkhiv Riazanskoi oblasti (Riazan' party archive), E 3, op. 3, d. 
613,ll. 103-6; also, Gosudarstvennyi arkhiv Kusskoi oblasti, E 4850, op. 1, cl. 253,ll. 18-38; 
d. 263, 1. 38; f. 3761, op. 1, d. 7, 11. 207-8; d. 20, 11. 198-203; f. 4910, op. 1, d. 35, 11. 1-5. 

91. RTsKhIDNI, E 17, op. 121, d. 584, 1. 11. 
92. Ibid., 11-16; V. Navozov, "Ochistit' potrebitel'skuiu kooperatsiiu ot chastnikov i 

spekuliantov," Prnudn Tbstokrc, 4 June 1948. Ice cream was also quite lucrative in Kursk; 
see Gosudarstvennyi arkhiv Kurskoi oblasti, f. 3761, d. 20, 1. 200. 
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For their involvement in these businesses, 2,880 "middlemen-
speculators," 12,067 "privateer-speculators," and 3,860 cooperative ad- 
ministrators were sentenced to prison camp. A further 5,430 cooperative 
administrators lost their jobs for "failing to take measures to fight priva- 
teer penetration."" For at least the next several years, local inspectors 
probed cooperatives every six lllonths for any revival of these practices; 
again, they arrested or fined any violators and sent a stack of paperwork 
to the Ministry of State Control. In Riazan' and Kursk, such scrutiny ap- 
pears to have been effective; by mid-1949, private service-sector conces- 
sions had dwindled to a few cases. Notably, in almost no instance were 
the privateers replaced with state or cooperative services; their thriving 
cafes, billiard halls, and barbershops were simply shut ~ O W I I . " ~  

How significant was the postwar private sector? Published, though 
problematic, statistics suggest that legal market sales dropped from 46 
percent to 34 percent of retail trade in the three years after the war.?),' 
We also know, based on the purge information provided by the coopera- 
tive administration, that approximately 4.5 percent of cooperatives were 
sheltering some kind of private concession in 1948."Wthertvise, the role 
of private enterprise in the postwar Soviet economy is impossible to ascer- 
tain. In keeping with the norms of Soviet reports on wrongdoings, both 
local and central authorities relied on anecdotes to prove "penetration" 
by privateers. Rather than providing hard statistics, they interspersed tid- 
bits of data and ailalysis with a wealth of so-called characteristic facts: in 
Miazan' oblast, for example, there were 169 private service-sector con- 
cessions; in Stavropol' krai, 27 of the 45 cooperative shops and kiosks 
reviewed in the preliminary investigation were operating as private bnsi- 
nesses. How many people worked in these businesses, their earnings, and 
their representativeness, remain obscure."? 

In all the documents I have seen on this subject, only one figure pro- 
vides ally clue whatsoever as to the economic dimensions of private man- 
ufactures and businesses: namely, a statement from the Uzbek minister of 
finance attesting that he had followed Mar'iakhin's and Uriupin's instruc- 
tions and charged illegal privateers 20.7 million rubles in income taxes in 
1947."%suming income tax rates of 30 percent (the rate given for one 
major privateer), this figure means that illegal businesses in Uzbekistan 

93. RGAE, f. 8090 s.ch., op. 2, cl. 1, 11. 129-45 (1950 report from T~entropromsov~t 
to Sovet Ministrov Presidium on the purge of cooperatives): 

94. For example, Gosudarstvennyi arkhiv Riazanskoi oblasti (Razan' party archive), 
f. 3, op. 3, cl. 613, 11. 106-16; Gosudarstvennyi arkhiv KL~-skoi oblasti, f. K-4850, op. 1, d. 
263, 1. 1; tl. 294, 1. 2; f. 3761, d .  20, 11. 24C-60. 

95. Zaleski, Stalinist Planning, 449. Of course, retail trade was expanding very rapidly 
at this time, so that the relative decline does not necessarily mean an absolute decline. 

96. RGAE, f. 8090 s.ch., op. 2, cl. 1, 11. 131-33. The total number of cooperatives 
reviewed was 586,000; approximately 25,000 were found in violation. 

97. KTsKhIDNI, f. 17, op. 121, cl. 584,l. 12; Gosudarstvennyi arkhiv Kiazanskoi oblasti 

(Riazan' party archive), f. 3, op. 3, d .  613, 1. 106. 


98. Ibid., 1. 15. 
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earned nearly 70 million rubles in 1947, not counting those businesses 
that successfully remained underground. If these illegal businesses av- 
eraged 30 percent profits (an extraordinary rate, but not inconceivable 
during a period of extreme shortages), sales by assessed illegal businesses 
might have totalled 230 million. If an equal volume of private brisi~less 
eluded the tax collectors, this would still give us less than 500 million 
rubles in illegal intake-hardly an ovenvhelming figure against Uzbek- 
istan's approximately 8 billion rubles in retail trade in the same year.')!' 

One should not conclude from this exercise in extrapolation that ille- 
gal private enterprise was inconsequential in the postwar years, however. 
At the cultural level, percentages do not necessarily determine signifi- 
cance. Take the case of "cooperators" under Mikhail Gorbachev: it would 
have been difficult to locate a Soviet citizen without an opinion on "co- 
operators" in the late 1980s, despite their minuscule share of the Soviet 
gross national product (GNP).I00 Is it far-fetched to imagine that private- 
entrepreneurial "cooperators" might have had a similar resonance in the 
1940s? In support of this hypothesis, I will cite two speculative examples. 
First was an incident in March 1947, when Moscow oblast was plastered 
with posters calling for demonstrations in the capital in favor of free 
trade, private property, the opening of borders, and "freedom."lol Such 
demands, I suspect, could not have occurred in a vacuum; it seems highly 
possible that they reflected a new spirit of initiative in the context of a 
looser economic regime. Second, Elena Zubkova makes a great deal of 
what were popularly known as "Blue Danubesn-little bars and cafes that 
suddenly appeared in Soviet cities in the year or so followi~lg the end of 
the war. World MTar I1 veterans have identified the "Blue Danubes" as 
a haven for free sociability among ex-servicemen, a refuge of soldierly 
values, and a crucial mediator for their cohort between the disparate ex- 
periences of war and peace.'(" Is it not likely that these nightspots, which 
disappeared a few years later, were run by postwar privateers? 

In closing, I would like to suggest a final repercussion of the revival 
of private enterprise after MTorld War 11. In the longrle dzlrie of Soviet his- 
tory, this episode enables us to reconstruct one of the missing links be- 
tween the New Economic Policy and perestroika. Notably, this connec- 
tion was made by at least one Soviet reporter in 1987. Discussing reasons 
for citizens9 reluctance to leap into private businesses, a commentator for 

99. 1base the  estimate o f  8 billion rubles o n  data from two tables in  Sovrtskccicc toyov-  
licc: Stcctirticherkii rho~nik, 20, 31. T h e  first gives yearly totals for retail trade; the second gives 
the  totals for Uzbekistan and other regions in  1940 and 1951, 1954, and 1955. Uzbekistan 
consistently accounted for 3 percent-of total Soviet trade; an extrapolation would give 
7.86 billion rubles in  1947. 

100. Two students o f  the cooperative movement  under  Gorbachev estimate that co- 
operative goods and services accounted for 0.1 percent o f  GNP i n  1987 and 1 percent in  
1988. A major difference with the  1940s, o f  course, was that perestroika cooperatives were 
rapidly expanding; by  the end o f  1989 they had reached 4.3 percent. Anthony Jones  and 
William Moskof f ,  Ko-ops: The &birth ofl:'ntr.eprer/e~r,.rh~i n  the Soviet C'nion (Bloornington, 
1991), 18. 

101. GA RF, f .  K-9401 s/ch, op .  2, d .  169, 11. 55-56 (Stalin's osobaia papka). 
102. Zubkova, Obshchestvo i rpforrny, 28-29. 
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Izvestiia wrote that "They apparently remember the fate of the 'Nepmen.' 
And they remember how afterwards-after the manufacturing coopera- 
tives were done away with-some people found themselves a long way 
from home."'03 The forms taken by private enterprise in the 1940s sug- 
gest that we ought to take seriously Gorbachev's use of the term coopera- 
fives and his characterization of the perestroika law on private enterprise 
as a revival of the manufacturing cooperatives of old. The November 
1986 law on "individual laboring [frudovoi-the term that got Mar'iakhin 
into trouble] activity" went much further than the Stalin-era Rules for 
the Registration of Manufactures and Trades in that it allowed private 
individuals to provide consumer services and to manufacture nearly all 
consumer goods. This is to say, however, that it gave individuals the rights 
that cooperatives had enjoyed in the 1940s-which was not so far from 
Mar'iakhin's proposed reform. Restaurants, hairdressing, clothiilg man- 
ufactures, and repair services were among the businesses specifically en- 
dorsed by the new law, and indeed-as in the late 1940s-they were its 
most numerous offspring in 1987-88.10"inally, though I should stress 
that this is just a hypothesis, the pattern of crisis and reforms in the first 
half of the century suggests that the key laws of 1986-the May law on 
the theft of public property, speculation, and bribery, and the November 
law on private enterprise-did not necessarily result from contradictory 
impulses. Like the iniscellaneous reform initiatives of the postwar years, 
these laws recapitulated the 1932 revival of the market alongside new 
sanctioils for speculation and the theft of public property. In this light, 
they might be viewed as an extension of the traditional package of lim- 
ited economic reform. 

103. Izve,~tiin,3 October 1987, cited in Jones and Moskoff, KO-ops,10. 
104. Jones and Moskoff, KO-ops, 4-5, 20-21. Jones and Moskoffshow that such small 

businesses, involving little start-up capital, declined relative to more heavily capitalized 
enterprises in the follor+lng few years. 


