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' . CHAPTER IV 

FIM.NÖIAL AID EXCHANGE CONDITIONS  POR POREXGI 
AÖCOUMS IN THE EXPORT AMD IMPORT OPERATIONS 

OP ÜSSR POREIGN-TRADS ORGANIZATIONS 

3- * A£JZfZ£%*J2£^ 

International- exchange [*] relations are basically 
composed of accounting relations "between the real and 
legal persons of various countries in' terms' of foreign- 
trade agreements and non-trade operations. On the basis 
of these private relations, exchange transactions bet- 
ween government arise whioh are expressed in inter-go- 
vernmental payments and exchange agreements» In order to 
analyse the latter, it is necessary to examine the basic 
questions of financial and exchange conditions of ac- 
counting in foreign-™trade agreements concluded by farms 
and organisations of various countries with one another. 
The establishment of appropriate financial and exchange 
conditions of accounting is equally significant for the 
determination of the price of the commodity and the 
maintenance of a profit margin in the related foreign« 
trade operations» 

Financial and exchange conditions, as well as the 
accounting in foreign-trade operations., are arranged in 
agreements concluded between exporters and importers a 

In international capitalist trade, in which the 
economic laws of capitalism apply» the forma and means 
of accounting (as all"else) determined by these treaties 
(price of commodity, terms and system of delievery, etc.) 
depend on the correlation of forces of the parties con- 
cluding the specific foreign-trade trannactions« 

One of the most significant factors determining 
the correlation of forces of the parties in trade trans- 
actions concluded by capitalist countries is the situa- 
tion in the respective commodity markets. 

In capitalist foreign trade, which is character- 
ized by a sharp struggle for markets, the position of 
the exporter, as a rule, is weaker than the position 
of the importer. Thia is explained by the fact that 
commodity" transformation» the conversion of capital 

[* Also referred to as "currency" in this translation«] 
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from commodity form  to monetary fona ie in itself one 
of the difficult problems in a capitalist economy. How-» - ■ 
ever, the changing conditions tend to weaken or strengthen' 
the position, of the -exporters or importers of the various?. 
commodities. In a stronger conjuncture, the position 
of the exporter becomes .»- other factors being 'equal — 
stronger than that of the importer* In a weaker conjuncture, 
on the other hand, the position of the importer becotnss 
stronger than that of the exporter» j^ 

Various special circumstances, such as war, post-- 
war shortages in particular' commodities $ crop failures, 
etc», car...create a particularly advantageous position 
for the exporter, Thus, during"World War IX and the fir^t 
years afterward',-;-there was a .buyer's market in the foreign 
market« Such a situation existed in the rawHrssterials 
markets in. 1950-1951» during the? military action in Korea, 
and in the market for petroleum, products at the era of 
1956» in.connection with the closing cf the Sues'Canal . , 
as a. result of the Anglo«!re:noh~I$raeli aggression agairst 
Egypt,    _, . [ 

Monopolies» which control the production of and 
trade in separate commoditiest have a significant in»* 
flu.enoe on the correlation of forces of' the parties 
±n  foreign-irade tr8.nsaotio.as. 

On the other hand, the forms of aacounting and 
financial conditions of transactions also depend on 
the.nature of the commodity and the existence in the 
trade in. certain commodities of conventional accounting 
conditions. Tims* for examplef  the financial conditions 
of transactions involving orders for industrial equip- ' 
Kent and machinery differ from the accounting conditions 
ir purchases of raw materials and food products« Special 
accounting conditions exist for certain exchange commo- 
dities* In international trade in such types of commo- 
dities'? as forest products, grain» petroleum productss 
and others» standard transaction conditions devised "by 
the capitalist associations of the respective exporters 
and importers sometimes operate» 

A not  insignificant role in the determination of 
accounting conditions is played also by the credit . 
position and solvency of the other party with whom the 
given foreign-»trade transaction is concluded. 

The basic types cf foreign-trade accounts &rta 
1) the cash account; and 2) the credit accounts. the 
crediting of the importer by the exporters or "rice versa. 
kn  intermediate form which is seldom: encountered is the 
credit account'with the option of cash payment». 
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This form of credit exists usually'in connection- 

•with those products.in which the market price agreed 
upon»-in itself, includes an increase for the provision 
of credit. If the importer does not wish to utiaise pne 
credit arid prefers to pay cash, he realises a reduction 
in the price of the commodity calculated on tne basis 01 
credit* ,, , .   _ -> 

A  cash account is understood to be that „jpe ox^ 
account in which nayment for a commodity takes piece xhe 
abater t the transition in ownership takes place xo  the ? 
buyer of the commodity» or on presentation of the iajo^Sl«« 

The practice of international trade somewhat broadens 
the concept of the cash account, including in it such m~ 
Btancfts in which there are certain elements of ?re&i.t, 
such as, for example, the payment for a commodity the 
moment the contract is signed, or simultaneously with the . 
delivery to the conoignee of the bill of.lading for the 
goods, that is, before the change of waaerahip takes place. 

A credit account in international, as in domes wie, 
t^ade is understood to include only commercial credit, 
•or credit between the manufacturer and buyer or the ex- 
porter and importer,-in accordance with specific trans- 
actions agreed upon by buyer and -seller. In connection 
w'Uh this, payment to sellers in the other country for 
«o«s received, with money loaned by the government or 
Sanies of that country would not be consider©** a credit 
account because accounting with the individual foreign 
contractors by «the importers will be in cash irom the 
credits' received* Ih crediting an importer by an ex- 
porter, the sale of goods takes place with a postpone- 
ment of pavment. .  .. 

The*basic forms of cash accounts in the foreign- 
trade transactions of buyers end sellers are» 1) the open 
account? 2)  the collection account; and 3) the credit ae~ 

Und«r conditions of international capitalist ; _ 
trade, which is subordinated to the■ fundamental economic 
law of capitalism — the la?/ ■ of surplus value and the in- 

surance of maximum profits, as well as the law of compe--\ 
«tition and anarchy of production — the interests of the > 
exporter and importer are contradictoryj to the extent 
that when a given form of cash account iß advantageous 
to the exporter, it is disadvantageous, other factors 
being equal, to the importer; end vice versa. 

Therefore, in examining the various forms of cash 
accounts, one should conditionally examine, then from the  -, 
points of view of both sides to a trade transaction» 

—I 
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The open account is a much less advantageous form 

of cash account for the exporter. 
..■■ Accounting" through open accounts is characterised 

by the goods or invoices "being transmitted to the im- 
porter before payment. Payment is made "by the buyer in 
the term stipulated in the contract» If the term exceeds■ 
one month, then in trading practice the open .account is 
not .considered a cash account, but a credit account. 

--:      In the open account form., the exporter records  [~ 
' as a debit in the importer's account the amount duo from' 
him for the goods sold, and the importer records this 
amount in the exporter's account as a credit. After pay- 
ment for the goods by the importer» both sides make 
reverse entries in their books« 

A-negative aspect of this form of accounting for 
the exporter is the lack of protection he has from losses 
In the event of non-payment by the importer-buyer for 
the goods delivered to him« Such instances arise as a 
consequence of dishonesty by an importer, as well as in— 
vency or bankruptcy. • ' •  . 

In  addition, the open account usually leads to a^ < 
slow down in receipts from the exporter Csic« Importer?,! 
because payment for the commodity doss not, as a rule, 
take place immediately after the receipt of the invoice-. 
by'the buyer. It is possible for the latter'to delay 
payment for the goods, making to the exporter various 
and frequently unfounded excuses* 

The open account is used in inter trade in large 
.-oart in accounting for' numerous deliveries of goods by 
small partiest  when there is a long-standing relation- 
ship between the exporter and importer, and also in 
connection with large reliable firms, particularly when 
the buyer is a government organization. Th-e open account 
is found also- in the accounting of exporters with brokers 
and consignees, for goods eent on consignment for sale 
from a warehouse. 

For importers the open account is, other factors 
being equal, a most advantageous type of account, in 
that" it does not tie up their working funds Ccapital!, 
makes credit with banks unnecessary,■and frees the buyer 
from the risk of loss resulting from payment for unac- 
cepted and unsatisfactory goods« 

In the collection account, the invoice and bill 
of lading of the undispatched goods iß not sent directly 
to the importer, but through a bank to perform the col- 
lection function for the exporter or his bank. I'he 
collection bank releases the bill of lading, to the im- 
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^porter for the goods only after full payment is made? 
as a resuitj. the .exporter is protected from possible 
loss through non-payment by the importer for the goods 
or bill of'lading turned over to him.» 

In the collection account the buyer is allowed 
a few days grace (from 5-14, sometimes more) in which 
he must redeem the bill of lading froa the bank. Tue 
collection form, of accounting does not-, however, guarantee 

i the exporter the redemption of the bills of lading by   , 
"1 the buyer within this period, It is possible for the buyelr 
under various pretexts not to fulfill his obligation and 
to delay redemption of 'the bill Of lading» In euch a 
case, the exporter's receipts for the goods are delayed 
and he will not be in a position to repay on tine the 
3oan made to him by his bank and it will be necessary 
•to pay a higher interest. A fine for each day of non- 

payment is usually stipulated in the contract to prevent 
euch losses. Other means of protection against losses 
resulting from non-redemption of the bill of lading by 
the buyer within the stipulated period is the receipt 
from the buyer of a deposit or a bank guarantee of , 
eventual payment for the goods, 

Ae is evident from the preceding the collection 
form of accounting protects the interest of the expor- 
ter to a greater degree than the open account.' At the 
same time, however, it has the disadvantage for the 
exporter- that it more* or less slows' down the turnover' 
of fundsinvested In the export operation. 

On the other hand» for this very reason, the col- 
lection account has almost the same advantages fox the 

' importer as the open account. In the collection form 
of accounting it is not necessary for the importers to 
advance cash-before 'receipt of the goods and it is not 
necessary for them* therefore, to engage bank credit» 

Xt should be noted that in the practice of ca- 
pitalist international trade, especially in Great Britain 
and the US, in the collection form of accounting (as with 
letters of credit), exporters issue hills of exchange 
for the amount of the invoice value of the goods sola 
at the same time that they send the bills of lading to 
the importer or his bank. If the commodity is Bold on 
credit, the invoices are transferred by the collecting 
'bank to the importer or his bank against the accept- 
ance of the hills of exchange of the exporter. In the 
absence of credit as -walls British and US banks usually 
demand  presentation of the bills of exchange upon pay- 

■ ment of the invoices„ The drafts are put at the dis- 
posal of the exporters. In such a case the bille of 
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exchange are forwarded to fch* exporters on demand 
"The moot advantageous form of casts, .accounting' 

for the exporter is the irrevocable letter of. credit ■' 
opened by the importer in a bank of high repute* 

The letter of credit form of Accounting proteete 
the exporter from such a risk as non-payment for"ft 
commodity received by the exporter as well as from 
losses resulting from non-redemption or delayed re«- 
denroticm of the ifwoioee. 

The Irrevocable letter of credit gives the ex- 
porter faith that the invoices presented by him will 

settled by the bank-in accordance with conditions 
the letter' of credit * 

be 
of the letter'of--credit. With the letter of credit the 
obligation for payment is assumed by the bank issuing 
the letter of credit instead of the importer, fhis ob- 
ligation remains.in force regardless of what might occur 
irfthe future to the importer or to his property (for 
example death, bankruptcy, etc,)«, At the same time 
the letter of credit form of accounting assures the 
exporter of a. faster return''of proceeds f-rors the sale 
of"goods than the open account or the collection ac- 
count* Th3 exporter, therefore, can get "by without 
obtaining a loan on  the shipped .goods or is able to ■ 
diminish the term of such a loan to the maximum* On 
the contrary, for the importer the letter of credit is ' 
the last advantageous foina of «rash accounts other 
factors being ecrual« The importer must advance his 
monetary resources for, the issuance of a letter of 
credit long before the reoeipt of the purchased goods 
and must therefore resort to credit in the bank and 
pay interact on the loan. The expenses associated 
with the issuance of a letter of credit are borne by 
the importers in conformity with the established trade 
practice. The commission to the banks for. the issuance 
of commercial letters of credit is higher than a com- 
mission for'a collection operation«. * 
:.   ... The exporters always demand that the letters 
of credit'an their .favor he issued in advance, in ssy 
case before shipment of the goods to the"Importer.' 
Untimely issuance of the letter of credit results in 
certain* losses for the exporter in. terms of expen- 
ditures for the storage of the goods, the decrease in 
turnover of circulating capital» and other expenditures. 
Fines are usually established in the contracts for the 
delayed issuance of a letter of credit by the "buyer* 
Another matter stipulated "by exchange transactions is 
the term of the letter.of credit* The term depends upon 



the nature and quantity of the goods sold, delivery ■ 
deadlines and the shipping conditions. . 

She letter of credit, is "always limited to' &' 
specified amount corr ess pending to the invoice value of 
the sold product and other expenditures paid for with 
the letter of credit* 

Letters of' credit are revocable and irrevocable* 
confirmed and unconfirmed. Only the irrevocable letter 

J of credit'gives the exporter the guarantee' of the timely L 
'payment for the goods and, therefore, frees' him from 
the risk of non-redempt.icn of the. invoice?; "by the buyer. 
With the revocable letter of credit the importers can 
evade the acceptance of the invoices and payment order- 
ing the bank-'.to revoke the letter of credit. The Question. 
of "confirmation of ■ credit-by the "bank xeav occur in     " , 
those cases T?h«re the bank issuing the letter of credit 
and the hank' commissioned with thepayment.for the In- 
voices with the letter -of' credit are different insti»  . 
tntions. This usually occurs in c&aes where the letter 
of credit is initiated "by the importer in,a. feahte of 
hie own country and payment by -means of ouch a letter 
be euro' in a bank of the country of the exporter or a 
third country,'In the case of ait Irrevocable letter . 
of •■ credit,' either', confirmed' or unconfirmed, .the "basic 
issuing'the 'letter of credit'-is'always obligated to the- 
exporter« However, the bank which pave the invoices on 
coBH&iBsicn of the'bank issuing the letter of credit 
bears the responsibility towards the exporter only if 
the letter of credit is confirmed. In such a case the 
letter of credit is for the first "bank irrevocable 
and for the second bsnk-, confirmed, If the second bank 
makes only the payment on order of the.bank issuing 
the letter of' credit for the invoices, but does not 
take upon itself any responsibility for their payment's 
the letter of credit will then be» in relation to the 
second bank, .unconfirmed, further, letters of credit 

. can be plain or'- single dref t and automatically re- ■ 
plenished or.revolving. A revolving letter of credit 
is issued to comr  part of the agreed value-of the goods • 
sold with an obligation on "behalf of the bank for sub-. 
secuent replenishment and extention of theletter of credit 
within the"limits of the amount stipulated for the 
period, specified,, with the degree of its use. .    ■■■■'■ 

Letters of credit can "be initiated by the'im- 
porter, depending upon the conditions of the contract, 
in favor of the exporter or at the order of the ex- - 
porter* In the first case only the exporter is authorised 
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_i_ r * to draw on the letter of credit, in the second case 
the right to draw oh the letter of credit can be trans- t 
ferred"by.the exporter by leans of s transferring'en-" 
dcrseinent to a,ny other person* 

So-called transferable letters of credit are 
sometimes found in international trade« Letters of 
credit of.this type indicate that the person in'whose 
favor or for whose order the letter of orea.it .is issued, 

{ has the right to request the issuing hank to transfer   |__ 
~<  the given letter of credit to another 'bank in favor of  I 

the beneficiary or another person at the seme conditions 
on the basis of which the initial letter of credit was ■ 
issued* If  it is indicated that the credit is divisable, 
then it means that, "on the basis of the specified letter 
of credit? it let possible to issue several letters^ of 
credit, on the condition, however*  that their total 
value does- rot exceed the sum indicate! in the original 
letter of credit«  . 

Of particular interest from the exporter's point 
of view, is the question of which hank will the letter 
of credit in his favor 'be issued from« -Upon this depend 
the certainty of payment and the promptness of the re- 
turns for goods sold, and, consequently the rate of 
turnover of ths resources invested in the export oper- 
ation. Exporters are usually .interested in. having the 
letter of" credit he iesmed by a hank, of. their own country« 
The initiation of a letter of credit in a bank of the. 
importer's country or in a. bank of a, third country ■ 
usually leads to & slower turnover of the resources of 
the exporter. 

One of the essential problems demanding solution 
in the conclusion of foreign, trade and credit agreements 
between firms,'bank,' and-organizations of various coun- 
tries is the determination of tho currency conditions 
of payment. The necessity of precisely establishing 
these conditions arises from ths existence in various 
countries of diverse -exchange systems that differ in 
their legal and factual gold content and purchasing 
power * 

In  contemporary international tro.de the estab- 
lishment of exchange conditions of payment boils down 
to two basic issuedJ' 1} the establishment of foreign 
exchange prices end  payments in international and credit 
transactions and 2} the inclusion into contracts con- 
cluded in insufficiently stable foreign exchanges, of 



r ■_L. -n 

provisions protecting both parties froa the currency 
risk*      ■  ■ ' „ 

In international trade contracts the Layer ana 
the"seller must always agree in advance oft.the currency 
in which the price will be expressed aM the payment 
transacted? for the commodity.-In credit agreements, 
'the currency in which the establishment and liquida- 
tion of credit and payment of interest will be made mist 
be decided upon beforehand« .  L 

The particular currency in foreign trade and   F 
credit transactions may be either that of the country 
of the seller (creditor), the buyer (the debtor}* 
or the currency of a third country. The currency in 
which the r>rice öf the sold commodity is established 
(in credit""agreements», the amount of credit) is called 
the transaction currency, (the price currency in buyer 
and seller contracts, the credit currency in credit 
agreements)* 

The currency in which.the payment for a commo- 
dity takes place (in credit agreements: the liquidation 
of credit and the payment of the interest), ia called 
the payment currency, or the accounting currency^ . 

""" More commonly the transaction currency and the 
payment currency in international trade and credit 
contracts coincide, Cases exist, however; .in which the 
price of the eoods sold is established in one currency, 
with the payment for them in another currency. Rarer 
are cases encountered in which the credit currency and 
the currencv of credit liquidation do not coincide, 

The 'establishment of the price of the commodity 
in one currency with, payment in another can serve as a 
type of insurance from currency risks arising from the 
possibility'of a change in currency rate of exchange. 

Prior to World w-'ar I, when the majority of the 
nations were on the gold standard,- each aide strove to 
conclude the agreement in its own' currency« if the ex- 
porter sold the commodity in his own country,- the trans- 
action currency was usually the currency of the export- 
ing country. If the exporter concluded a transaction 
for the sale of the goods in  the country of the im- 
porter, the transaction vmz  usually completed in the 
importer's, currency. Furthermore, transactions were 
completed in the certain foreign currencies for certain 
lines of products, depending upon the established customs 
of international trade. These customs arose becatu 
of the fact thaiparticular countries played the pre- 
dominating role in the in-oermational market for certa in 
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r vtna* of commodities, Thus* for exemple, aost of_the 
Sanction in non-ferrous netals end rubber tooK place ^ 
in rounds sterling Baisse Great Britain convrc-Ucf^ the 

■*o3t" significant sonrr.es of rubber, tin, &M peverttx 
Srn^ferrous «etale. Vor exactly the BOMB  rsanor 
SSil. toria *ar II, Great Britain play«* an «trenciy  . ■ 
e-iffnifleant role in world «hipping vita tne .f,?Eul, that 
theraelo^jtv of the trenaactiens in sea shipments were 

r «Spleted "in pounds 3terling. The United State, piayed ^ 
■J. a significant role in the world petroleum **=*ej; Ab   . 

8, result petroleum products vrere Bold uarally ioj  ^J; 
Ipr«, Fo^'tfce afKie reason* furs wore goneraxiy sola ior 
American dollars v&emw&  the United States war, tue mam 
market for this product«. ..  ,   .  ' 

• "  Wh»r a ^iven countrv was under the gold sxancard 
the transaction currency in which the price of the com- 
moÄ-itv was expressed, usually coincided with the pay- 
ment currency", that ia, with ths currency in vhion 
the  aecomitiryt for the.-commodity took place« After -wie 
*irst ^o-lö **r- when inconvertible .paper currencies^. 

■ appeared in'most countries, exporters -aspired to ae.ii 
nonaoditieo ■ in those currencies which seemed to tuesi 
+ o' b* moat stable - in US dollars and pounds sterling* 

l-he currency conditions of accounting in inter- 
national trade unäerwent essential changes-in tne period 
of the world economic crisis of 1929-1933* During aria 
following" the crisis all the capitalist countries 
found'it^necessary. to- rescenä the gold standard aad 
IOWPT-' th*'"5!' re tee of exchange» In many countries cur- 
rent restrictions were established. Exporters in_those 
countries where the currency restrictions were Intro- 
duce! ana the currency of which 'became incomrefrtitoxe 
att^trtel to sell their commodities for convertible 
cutler?c"«*»s of third countries.-The currency legisla- 
tion of Miurland during the Second .World War-required 
that the exporters sell English oommodxxi.ee oruy. ior 
convertible"currency. On the otherhend the importers 
of covntriee with currency restrictions attempted «o 
pay for commodities purchased, in other countries wxth 
their own -restricted* currency» .  . , 

At tie present time', when the currencies 01 
Western'"Rnrcpean capitalist ccmntriee hare become 
convertible in current operations (see chapter Vj, 
th» choice of a payment currency is difficult only in 
those'capitalist countries in which currency, restriction 
ia still' in force! ■     ■ 
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In all eases where the price currency of the 
commodity does not coiumde with the payment ouT^rcy» 
the question, of at which rate of exchange to .calculate ' 
'the transaction currency arises» t ■ that is of the price 
of the commodity into the payment currency» It : s 
possible to apply various rates cf exchange, C^Tle    ■ . 
transfers or check rates,» buyer"*s or seller's1 re tea, 
or an intermediate rate between the "buyer and ifc -seller 
rates. L 

"■'•''The rate of conversion of the transaction'-err- ' ' 
rency into the payment currency .is usually agreed upon 
in the contract with the' buyer. The' currency market-■ la 
which the conversion'is to take- place is also indicated» 
The exchange ratea in various currency markets do not 
always coincide. 'For the exporter it 1B usually more - 
advantageous to make the exchange in a freer carrency 
market« If the transaction is completed with the pay- 
ment In the currency of the exporter the ■'importer'must 
then buy this currency in order to comply with the con- 
ditions of the agreement■« In such cases» therefore, 
the rate of the■sellers take« place by means of bills 
of exchange or cable transfer of the transaction currency. 

fhe rate at which the transaction currency is 
to be converted into the clearing-account 'currency," 
which is the payment currency» is stipulated- "by the 
payment agreements concluded among the countries» 

•■■ - Another significant question related to the' 
currency conditions ofpayment .in international trade ; 
and credit transactions is that of .insurance against 
currency risk* ■ 

■ Under the contemporary capitalist world trade 
conditions currency -lessee can threaten both 'exporters 
and Importers, creditors and debtors primarily for the 
following reasons* First of all due to the instability 
of capitalist currencies in the period of general crisis 
of capitalism manifested in the lowering of their 
parities and exchange ■ rates as -we'll as the establishment 
of various exchanges in international trade operations* 
Furthermore due to the sharp fluctuations in the buy- 
ing power of currencies with relation to' international 
products. In addition to that the losses resulting from 
the currency problem can result due to the introduction 
in various countries of new currency restrictions or : 

the strengthening of existing" restrictions as a result, 
of which the use of currency means is made difficult, 

'. The fundamental means of protecting the exporters 
from the risk  of freezing gains from export in bank 
accounts following currency restrictions is the con» , 

.. '■-—«j 
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elusion with the related countries of clearing agree- 
ments *.' More about this is to be found in the follow- ■-. 
ing ohatster. 

'■: losses reulting from' drops■in the exchange 
rate threaten exporters not only when sales of .commo- 
dities are made on.credit, but in all those cases in - 
which & period of tme elapses between the conclu&ion 
of the agreement with the foreign "buyer (and the estab- 
lißhinent"of the price of the commodity) and the time   j~ 
of payment for the commodity in question» 

In selling commodities in .foreign -exchanges 
the exporters risk not receiving the full value of the 
sold product agreed upon with the buyer if» at the 
moment of oayrnent» the exchange rate of this currency 
vu.ll drop,*with the result that the exporter will not 
receive the former quantity of gold and purchasing 
Dower in relation to the .product. 

On the other'hand the importere are threatened 
with losses if the rate of exchange of the currency 
in which the prices of the purchased commodities are 
established is raised. .    , 

With the aiin of eliminating losses for -«he. ex- 
porters or importers, .creditor« or debtors, resulting ' 
from anv changes in the rate of exchange of the .currency 
in which the price of the commodity is designated» or 
in credit agreements - the amount of credit* the follow- 
jng means of insurance against (see note) currency 
risk in international capitalist trade are utiliaedi 

1) Agreements with' the exchange rate of a 
fixed date; 

2) The inclusion of a currency clause as a 
condition of a payment in the agreement; 

3} The inclusion of a gold olstise in the 
agreement; 

4) The conclusion of a-purchase agreement 
simultaneously with the sale agreement! 
for a similar value in goods and the same 

• period of time - i.e. the immediate utili- 
sation of the prospective receipts from 
the export transaction, 

(/lote 7In  nraciice« insurance against the currency risk 
" is T>revided for» primarily« in cases of a re- 

duction of the rate of exchange, in-that-cases in 
which the exchange rates are increased are    .J 
rare.in contemporary .capitalism.) 



•__L 

'  5) The conclusion of compensating and bar's JT 
transaction; 

' ■  '  6) The inclusion of clauses for .the reviei m ; 
of'commodity prices in case of devaluation 
or significant drop'in the rate of exchange 

' during-the transaction.. 

The possibility and expediency of the appli-    |_ 
cation of one or another means of protection from ■•■:■ 
currency risk depends in each particular case upon 
the concrete economic situation and the position of 
the related currency at the give» moment» 

In capitalist countries which apply currency 
restrictions, which are marked by the absence of a free 
currency and'gold market and the convertability of 
currency, individual insane of protection from currency 
risk» in particulars dated transactions, can be con- 
sidered practically Impossible, or associated with sig- 
nificant 'difficulties. Gold and currency clauses are 
the most comprehensive method of protection from cur- 
rency risks in international trade.       . .' • , 

. The currency clause is a condition included in 
the sale-riirehaBe contract or the credit agreement, 
according"to which the amount of the payment for the 
goods or" the amount for the liquidation of credit is 
.determined defending upon the rate of exchange of the 
currency with"relation to the specific established * 
foreign currency base-in the contract. The inclusion 
of the currency clause as a condition of the account 
in trade and credit transactions may exist in two -formes 
1) by wav of establishing the price of the product 
sold or the amount of credit extended in a.specific 
stable currency with an understanding that the pay- 
ment for.the commodity or credit will be made in. another 
currencv stipulated in the contract, usually the local 
currency of the importer or creditor, in a sum corre- 
sponding to the exchange rate of this currency in re- 
lation to the stable currency on the day. of payment? 
?)  by a clause en the change of the price of the pro- 
duct or the credit in the stipulated currency in the 
same ratio .in which the stable currency'8 rate of ex- 
change has changed with relation to the transaction 
currency at the moment of payment in comparison with 
the moment of the conclusion of the commercial treaty 
or credit agreement, ■ ,■ 

In the first 'variant the price of the commodity 
in the export transaction is established in some rela- 

■~! 
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lively -stable currency., .euch as Swiss francs or Ameri- 
can dollars, and payout for .the .camaso&lty is s-tirula- 
tea in another currency' somewhat less stable, such as 
English pounde sterling or Bolgiaa franes«- 

Let ue -suppose that the transaction was concluded 
before the devaluation of the pound  sterling on IS Sep- 
tember, 1949f and the price of the cemmodity was esti- 
mated at $201.50, which was convertible in terms? 

< of the exchange rate ' at that time into 50 pound       ir_ 
1 Bterling,(#?01#50: $4*03 = 50 pound sterling)* The     -! 

delivery "of the commodity occurred, after the devalua- 
tion when the exchange 'rate of the pound sterling 
dropped from $4*05. to #2.80. As the price of the goods 
was'estimated'in.dollars, the.formal gold content of , ; 

which remained the same$ the exporter öhouldnaw rs- •■■■ 
ceiveci for .the goods the amount in pounds sterling 
which wouldhava corresrondsö' after devaluation to 
#201.50, that is elout"72 pound sterling ($201*50J 
#2*80 -72 pound sterling)8-therefore,, because of 
the currency clause, the exporter avoided looses which 
he would h&Te incurred because of the devaluation had 
he stated the price of the Qommoaity  in that currency* 

la the second variant of the currency clause . 
the price of the commodity end the■payment for the com- 
modity (in & credit transaction ~». the amount of credit) 
are established in a single currency, fox* -example, in 
the domestic currency of the'importer, or, in our excsaple, 
English pounds sterling» It is stipulated, however» iß 
the agreement at the same time'that if, at the.moment - 
of payment the exchange rate changes» for example the 
USA.' dollar £ in relation to the transaction currency - 
pound 'sterling, the price of the commodity and the 
overall amount of payment ohengee in the same pro- 
portion« Let u« -suppose that under these conditions 
& quantity of coBimoäitfes in England, before devaluation 
wan soli' Et the rate of 50 pound sterling per item', 
consisting..of 10CÖ items with the overall Thine of 
5G»0C0 pound overling. If the delivery and''payment; for 
the commodity occurred after the devaluation, the sum 
of pounder sterling due to the exporterf   increased in 
the seine proportion in which the' dollar rate increased 
in terms of pound sterling ae a result of the deva- • 
luation* Aß a result of the devaluation of tfcte pound 
sterling by 30,5^» the dollar exchange rate increased 
43.9$. Consequently the exporter receives for each 
item not 50 ponnd sterling,, 'but approximately 72 pound 
sterling fend * the total sum not of 50*000 pound sterling» 

i 
■—J. 
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.. but of approximately 72*000 pound overling*   . t    - 

It is" possible to establish the currency «.lause 
GB the- basis, of parity or the exohanec rate of si a 
currency*- In the latter e&ss the exporter «sboulu 

:■ stipulate the rate- at which the conversion'of trie 
corresponding stable currency into the' transsctio1^ 
currency will talfe place, A higher exchange rate \i 
a etshie currency is more advantageous-, for the öX--. >. 

•4 porter. s 
It is necessary to keep in view the fact that a- 

currency clause i» a guarantee Agalnat currency rxs.£ 
only under the condition that the »atable" currency 

■■ in which the tnrica of the. conmodity is defined ixn  ■ 
the first variant) or that in relation.to which the 
"OTica tmd sum !bfpayment are changed invthe -trans- 
action currency (in the second variant)  Is m fact a 
stable currency. -»  ';,■*■ 

Tfnder conditions of the deepening gene-rax .orisib 
of capitalism after the Second For Id ..War, not one. capi- 
talist currency can he considered completely eolid ana • 
stable» The po&eihility of depreciation of such well 
recognised relatively stähle currencies aa.'ihe American 
dollar arid the Swiss franc ■     .  '"' 

A. »stable»* onrrenoy with which the.exporter 
■ protecto'himself against losses resulting from a 
ponsi'ble reduction in the exchange rate of an unstable 
currency can itself he reduced. The following caaec 
a-«e theoretically uoasible. The "stahl©" currency may 
drop while the rate of tha unstable currency protected 
from currency risk remains■unchanged..IE this case the 
exporters protecting themselves from euirenoy rie* by 
'means of 'currency"agreements incur specified losses, 
hut the importers receive'exchange rate profits. Such' 
an instance occurred in-Germany, during the world eco&o- , 
mlc crisis of 1929-1933 when the German.exporters, fear» 
tag a devaluation of the German mark, designated the 

' prices of the goods sold by them in USA dollarat with 
payment in mark« at the rate on. the day of payment, , 
The drop of the-dollar exchange rr*te after the USA 

' abandoned -the gold standard in April, •1933, and then 
the devaluation of the dollar by 40;949» in the beginning 
of 3C*34S together with an unchangea official exchange 

. rate"of the"German mark resulted in significant losses 
for the Gernsan exporters using this means of protection 
from currency risk» '  i 

■■It is po-Bßihle for the "stable" currency to de- 
crease at the same rate &B  the protected unstable cur» 

...rency» 
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■•  Ths currency clause attains its goals only 
und«* tbe^conditiOB that the gold content of .the. 
«'stable« currency remains unchanged • at the txme  mien 
the'unstable currency'drops; : '     . 

■ w^e ftold ma«i3f, The fold clause xs a'better 
meann ot'^^te^toB^rcim the risk of the. exchange rate _ 
reduction* than the currency agreement "based on capita» 
liat currencies, ■  . 

ThermrohPieing' power of gola in terms 01 corauo-  , 
dUiee is also subject tc change« Kowsver, the quantity? 
of rfold which ia directly or indirectly equated to the 
price of the commodity or the amount of credit, vem^ne 
uTJ3hfinfl-ed through" the «eld clause when the oiiiciai 
reit*  content of.'the "stable" currency utilized for the 
protection from■currency rifk may ärop as a result ox 
devaluation. However, it roust be taken into considera- 
tion 'that tbe gold clause may only be applied m prae- 
fc« t^'thope foreign currencies which he.ve a epeoifieu 
/old content, which mäv be established on the oesin ci 
an official currency parity or the market «price« ol 
^old in the corresponding currency,    \ ,„„>,.,.„ 

The geld clause is the -inclusion m sale-pu*-chö.**e 
cors tract or'^ereiit .agreement of a condition tiiat pay- 
ment for the commodity or liquidation of creätx  mus'c 
t*ke hi ace cither in terms of a directly stipuj.etefi 
ouantity of gold (in -bullion or ia coin) or a quantity 
of a p.pWifieä currency calculated in terns oi its 
pold value, that is, proceeding from th<* gull corxenv 
of the currency indicated ia the contrast or credit 
agreement* ■ ' '   ',.«r.ÄW.v, 

ihre" types of «old clauses are to be „differs- 
tiaietU the gold bi:llion clause, the gold coin clause, 
pnd the cola currency clause« ■ 

In the gold bullion clause the price of ehe com« 
FDditv or the amount of credit extended is■establishes 
ir teW.e oC a specifled weight of gold so that payment 
•for tliV cowmoditv ex liauiiaticm of credit will take 
piac? ^r- that number of kilogramms or units of pure 
Ire» 3* ^1-5 r-h was stipulated in the agreement. At: ehe 
me^em-  trn<- IK which a free legal market for gold 
does no+ exist in the majority of countries and the 
ce^t^a» lanirs ant treasuries do not cell gold ireely 
.(r"twe win desire it, this clause is not available 
uc. {,-L\,--^~,_.*   T4.. fv^n b*1'»'■nrli^d only in inter- 
governmental agroeoients or in'agreements in: w/iich an 
oWismted party is a state. '-.■; 

' '   I» a fold coin clause the price oi the corao» 
dity or the amount of credit is established m a de- 

- 16 



■J~ "I 
r signated quantity of gold coins jf ^ djj»jja 

nation. weVht. and purity, and tue payment lor %n~ 
SSniSdity Or the liquidation tf credit tahce place ^ 
in >old "coins in a daaipnated quantity. The golo com 
agreement was quite common in the 14th century and 
from" the 90*s until the viraf World *>ar. The gold coin 
clause lost its- significance in almost all capitalist 
countries in the Period between the wars when the 

='  minting and circulation of 30:1a coins ceased. In tnose [_ 
~»  cases in which previously concluded agreements etipul- • 

atins; gold coin clauses existed.,, the court© of capita- 
list" countries usually interpreted them as gold currency 

She gold-currency clause ia at the present time 
the most extensive end almost the only type ox gold 
clause. She gold currency clause refers to- the inclu- 
sion into the sale-purchase contract or the credn, 
egre<*ment of e.  provision according to which the price 
of the commodity or the amount of credit will ce estab- 
lished in a specified currency calculated in terms 01 
its ffAld'v*lue. Thus the payment' for the commodity- 
or the liauidation of credit takes place in the sum 
stipulated in the currency agreement which wil^. he 
eontvalent to the value of the agreed upon gold con- 
tent of-that currency, Iff at the moment of payment, 

• the gold content of the given currency is decreased 
and Vm>  "pv^ce"  of gold in that currency increases» 
the debtor will be-"obligated to pay the creditor th^ 
amount in thai currency v*bich would be equivalent to 
the value of the amount of gold .stipulated in The con- 
tract or credit agreement,     .    . ' ' 

In the international tre.de of capitalist coun- 
tries the gold currency clause is applied-in two va- 

iien f>*^ ^ _^^ Yariant the price of the commodity 
or the sum of credit is established in a specific 
currency with an indication of its gold content; and 
pr.yirent for the commodity or' liquidation of credit 
takes place in an amount which corresponds at the 
time of payment to the value of the gold content pre- 
viously indicated,, 

'As an eacaarole of the first variant we can pre- 
sent the following formulation of a gold currency clause 
"The- pfiee of a given item, is 10,000 USA dollars (1 U'iA 
Öollar"*"0.38867 srme of pure gold, or 1 ounce of pure 
J»GM * 3r> USA dollars), P&yment for the coaanodicy will 
tahe olace in £ amount of US dollars which will be, 

,  equivalent at the moment of payment to the stipulated } 
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gold content of the dollar in the agreement". 

■ If, for''example, at the moment of'payment'the 
gold.-content of the dollar decrcasaa byono-half (from 
0.88867 to 0.444335 grame), the quantity of gold sti- 
pulated in the agreement'would then cost '$20,000. 
(0.83867 grams x #L,000.0Cf 0.4-4335 * $20,000.00)* 
The buyer must pay this B\xm  for the commodity. 

In the' e'econd variant the payment for the. commo- 
dity or the liquidation of credit is stipulated in a   i- 
designated currency with the clause that if the "price" 
of the designated quantity'of gold (1 unit* 1 kilo- 
gram) in the indicated currency in the Contract in- 
creases at the time of payment in comparison with the 
time at which the contract is made the price.of the 
commodity or the amount necessary for the-liquidation 
of credit increases proportionate (a unilateral 
clause). 

She following is a formulation of this gold 
currency clause: "The price of the given quantity of 
goods is 1,000 pounds sterling. If the price of X 
ounce of pure gold increases at the time of payment 
by comparison with the time of transaction (1 ounce 
of gold =112  shillings, 2 pence), the price and the 
general value of the commodity sold is increased pro- 
portionately *R 

If this transaction was concluded before, the 
devaluation of the pound sterling and the'payment wais 
to take place after devaluation» as a result of which 
the price of 1 ounce of gold.increased from 247 ■ shil- 
lings, 6 pence or by 43»9$* then the buyer wouldhave 
had'to pay for the commodity'1,439 pound sterling, that 
is 43*9$ more than designated in the contract» (1*000 
pounds sterling x 247 shillings 6 pence - 172 -sh» 
2 pen - 1,439 pounds sterling)*       " * 

The amount of payment under the gold clause may 
he established with dependan.ee on changes in the pari- 
ty (gold content) of the currency as well as changes 
in the "price" of gold oh the open gold market» The 
parity baaia ie ©ore reliable in that the- parity of 
the currency ie established by the state and is not 
subject; to controversy. 

Ihe .^old Hä  well as? the currency clause may be 
unilateral, bilateral.» or reciprocal* 

1'he unilateral gold and currency clauses can 
bo designed to protect"the exporter'and the creditor 
from losses resulting from the reduction of the cur- 
rency exchange rate in which the trade or -credit 
transaction is concluded, or the protection of the     . 
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exporter and the creditor from the risk of an in- 
crease in the exchange rate of the. currency.. in which 
the commodity is bought or credit is received. The 
unilateral gold and currency clauses will be for- 
mulated in tha appropriate manner. 

In practice in international' trade the expor- 
ters usually insist upon the inclusion of gold end 

• currency climbs,JiVlccmiraets when the transaction 
! is concluded in a currency in which the rate of ex-    i 

'' change may crop* therefore» the gold clauses frequent«- i 
1Y hare a imilateral character and arc included in 
contracts -In the interests of exporters« 

Bilateral gold and currency,clauses mean taat 
the-amount of payment for the commodity or the liqui- 
dation of credit in the currency -stipulated in the 
agreement may increase or drop depending upon whether- 
the exchange rate for that currency will drop or in- 
crease at the moment of payment in comparison with the 
ffioment of conclusion of the transaction* Thus, for- 
example, if the exchange rate of the. currency in-which 
payment is established for the commodity'has increased» 
and consequently the »price« of gold, in that currency 
has decreases., in a "bilateral gold, clause the price of . 
the commodity in that currency and the total sum of 
payment are appropriately decreased. In order to avoid. 
a lower payment-in the case of the Trilateral gold clause, 
exporters sometimes insist upon the inclusion of a 
suDolesaentary clause to the effect that the payment 
for" the commodity in all cases? cannot be lower than, 
that agreed upon in the contract* 

The first variant of the currency clause in : 

which the price of the' commodity is established in 
a designated'- stähle currency hut the payment for 
the commodity takes place in another currency desig- 
nated in the payment in terms of the exch&xig®  rate on 
the day of payment is also always a bilateral treaty. 

In practice the bilateral gold and currency 
clauses are actually, insurance against currency risks 
only for exporters and creditors because... in the con- 
temporary disordered currency relations in the capi- 
talist world the increase in the exchange rate of capi- 
talist currencies is-"extremely rare', and in any ease«- 
only temporary. 

The fluctuation of the-exchange rate of indi- 
vidual foreign currencies can he smell or significant. 
In relation ..to this- in certain contracts area agree- 
ments a designated limit in the change of the exchange 
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" rate'of the currency Is provided for, after whiea a 
■gold or currency clause becomes effective* It fiiay "be 
stipulated in a contract that a change in the aarunt 
of pavment for commodity or the amount necessary-for 
the liquidation of'credit takes place only in. the event 
that the 'exchange rate of the unstable currency de- ^ . 
creases or increases, for example, "by sory ihsai 1$  ~ 2%« 

Gold clauses as a means of insurance'against 
J currency risk in International transactions were      i 

1 used in the period between, the First a;n<l' the' Second    * 
World War mainly with oonrertilble ourreneiee» The gold 
clauses were applied relatively rarely to the closed 
currencies of countries with currency restrictions. 
(This is explained by the 'fact that, und er -condition of ' 
currency restrictions the inflexible official exchange 
rate of'a currenöy that'does not change with the daily 

. fluctuation of the balance of paymants of the country 
is in. effect» However,, even under the condition öf 
currency restrictions, changes in the .official'rate of 
exchange are possible. After the Second World War, 
msixij  inflexible currencies of capitalist' countries 
were subjected to repeated devaluations. 

TUB  presence of gold or currency elausea in 
the payment'agreement' concluded between one or another 
country does rJot mean that the currency risk of export 
icrs as well,, selling commodities in thin country is 
eliminated» 

A  gold or currency elaiiue stipulated in a pay- 
ment agreement between states provides security egainst 
depreciation of only the balance outstanding at the 
moment of devaluation in the clearing account. In other 
words, the adjustment in connection with the Srop in the 
exchange rate of a currency appliesemly to the sum 
entered in the clearing account before the devalua- 
tion, j which, have been uaed for the payment of deli- 
veries and services of another Country by the moment 
of dieTaluatxcn. 

Re^ardiKg.the accounting between exporters arift 
importers?, if th3 transaction is concluded, before de- 

. vflLuatiorf 8Mä  th3 delivery of the commodity occurs 
aft.erwa.rds, the exporter in the absence of a gold or 
current;?; elanse in the contract receives the stipula - 
te<? price for the commodity in the depreciated currency* 

In the conslwsion of export transactions with ■' 
the gold clause5 it Is necessary to take into con- 
sideration that in several capitalist countriesf &ss 
for example^ the USA, the gold clause is net actually 
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recognised by' law. The non-recognition of the gold 
clause in relation to the dollar is limited, howaver, 
to transactions concluded and subject to completion 
within the territory of the USA» In other countries 
the inclusion into credit and trade contracts of gold 
clauses in dollars is completely possible and practiced 
quite widely „ ■• 

The expedience of inclusion'into contracts of  ^ 
gold,  or currency clauses depends in each separate case . 
utxm the magnitude of the currency risk.. In other 
words, it' depends WDon the degree cf atability and the 
potentiality' of change of the exchange rate of tnat_ 
foreign currency in which the transaction is concluded« 
Other "'factors being equal, the greater the time lapse 
between the date of the conclusion of the contract and 
the establishmentof the price of the commodity and the 
date cf the delivery of the commodity and the payment, 
the greater the risk of depreciation» 

The srea of application of the gold and curren- 
cy clauses is not restricted only to international trade 
transactions between exporters and importers. 1 also 
includes the credit agreements of all types of inter- 
governmental clearing agreements« 

Under conditions of post-war currency instabi-. 
lity in capitalist countries and the currency policies 
of the USA, the effectiveness of the gold clauses 18 
limited.        ■" '   ■' 

rhe restricted effectiveness of the gold clause 
under contemporary conditions is explained primarily 
"by two reasonss the low official price of gold in the 
USA which has he come the world price of gold in the 
capitalist 'economj , and the artificiality of the pari- 
ties' of majority of the capitalist .currencies. The 
currency parities cf the majority of capitalist countries 
are high in comoariscn with their purchasing power in 
terms of commodities. This applies not only to the 
currencies of western Europe, but* first of all» to 
the USA dollar as well» 

. s Pavments■according to contracts with the gold 
"clause take place ordin&rily in the domestic currency 
of the country of the importer on the basis of its 
formal gol'd content prior to or on the day of payment', 
or the "price" of gold in that currency defined on the 
basis of the dollar exchange rate and the official 
"price" of. gold in the USA. The official "price" of 
gold in the'USA of #55.00 per ounce is'very low. It 
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remained unchanged from the end of January, 1^3^ ffsp^« 
i-h*  fact that the level commodity prices, even on tne ba^s 
of^t'^e-official American wholesale and r-atain pi-ice indices, 
Increased in comparison with pre-war prices by mere than two 

The crpoT'teY» and creditor receive fröre the importer 
and debtor that amount of currency which is equivalent in 
its e-old content to the total amount of the commoaitie* 
soia or credit extended as a result of the inclusion into 
the'international, trade contracts and credit agreements of __ 
currency and gold clauses« 

ThiF- doe?" not mean, however, that the amount ol 
currency received by them will possess thesarne buying     ■ 
power tnat it possessed at the moment of the conclusion of 
th* trader credit clause.  In other words, tni& Qifb  uot 
mean Sat the prices of the commodities after the devalue- 
tion increase at the same rate at which, as d reeul-wl-hc 
de«rerse in the gold content of the currency, tne ori.ee  . 
oflSd and the Ixchange rate of the etable foreign currenr 
ciel"increases.  In devaluation the increase of ocmmoon.t^ 
prices lags, as a rule, behind the increase in the  fij-^ 
of gold resulting from the decrease of the parity of the 

CUrrenCEecause of the theory of value, tje decrease of the 
gold content of the currency in devaluation swxmula^es tub 
spontaneous adjustment of the price of cö^oto^ t. ;ue 
-banrlnp- value of currency,,  Trie process Oxpfi^e ,.hianscb o. 
romm4ities requires a certain amount of time and occurs 
S%a ally "or different groups of commodities.  Some prices 
VnSease quickly, others slowly. The prieeß^of Bome^ommo- 
d1tle«. ipc^esse more cmickly than tne price of ptners. 
aitxe. -*;~h 

b  ä time it is necessary to take into eonsi- 
deranon the'fact that the prices of commodities change not 
oniv aS a result of inflation, or monetary factors but ** 
a reVu^- of commodity factors as well, such as the increase 
o- rv-rr^- 'r, the costs of production as a consequence of 
Sl^ic*?^ development, an increase in the productivity of 
^abof r"J cfanges 11  the'relation of supply and dernana on 
the ™-rl"p?.  ^-3se factors can either partly or completely 
cS^te^ct tue impact of inflation and the devaluation of 
cvr-^nc-- on «cmn^.ty prices and weaken or strengthen the 
ii:;2> in T^ic,-.« stimulated by them.  Cases can occur as 
^^   „ Great 3-itain In the period of worid economic 

Jr?4- of 19P9-193S in which the depreciation of the English 
pound sterling by more than 30* did not cause a noticeable 
inc^ase in commodity prices because of the simultaneous Im- 
oa^t of the counteracting dendency of the commodity prrces 
?o~d«oo as a result of the crisis, Tne devaluation of the 
IrnglisE pound slerling in 19^9 by 30.55« S^nified an increase 
in the "price of gold and the exchange rate of tne Ar^-r^n 
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dollar by 43.9$. The prices of.commodities increased signi- 
-ficantly less. ' ■    ,.V 

With reference to the above, exporters and creditors 
• 'who insured their currency investments through the gold or 
currency clauses end who used their receipts from tne Bale 
of goods and amounts received In settlement of^crecit for 
the purchase of goods, received additional profit due.to 
those clauses. .:  .     , 

On the other hand/ cases are possible in whicn, as a 
result of various reasons (primarily currency restrictions^., 
actual depreciation of currency iß manifested oruy In the 

• chance' of its burchasinp: power in relation to cot«r,odit.,es 
under* conditions of an unchanged official gold content and 
exchange rate. Thus, in the period from 19J9 to if*0' 
the index of wholesale prices in the mr.;iorxty 01 the capital- 
ist countries Increased by ?.C$ and more with a corresponding 
decrease in the purchasing powsr of their- currancies, where- 
as -fff* the■ l^atne tinve the official gold content and exoaenge 
rate' of the currencies of these countries (except Finland 
and Francs, which lowered their exchange rate in 1957) 

In similar situations the inclusion into the contract 
of coM or currency clauses doss not serve its purpose. 
Unr'«r an unchanged official parity and currency exchange rate, 
these clauses are not able to compensate the exporters and 
the creditors for the losses resulting from tne decrease in 
the purchasing power of the currency. 

protection from these losses'may be obtaineo hy the 
application of well known raeans öf 1) index clause and 2) 
clauses on sliding prices. ■      '„.,_'' 

The indes clause stipulates that the price ox the 
comtpncHty and the sum of payment or sum of credit to be 
liquidated change in relation to the change' in the price 
Jndet at the time of payment stipulated in the oiau.se in. 
comparison with the base period of the time in which the 
transaction was concluded, %    . .,    - 

If a general Index of wholesale prices IG consxder«a 
as such an index, and this index has Increased, for example, 
bv 1Q#. the commodity price and the amount of payment or 
the amount necessary for the liquidation of cradJt wil* in- 
crease proportionately. I.e., alec by 10*. lha inaex clause 
«s in essence a clause regarding to the stability in cine 
Durch"«W power of currency, .It protects the exporter 

* from a"decrease in the purchasing power of the monetary pro- 
ceeds from exports, and the creditor from a decrease in tne 

* purchasing power of currency received in liquidation of 
'  or&dit * 
► ' "■ 'The index .clause is almost never applied in interna- ■ 
> tional trade. The movement of indices frequently aoea not 
* reflect the movement of prices of the concrete commodities 
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'appearing as items in commercial transactions« The price 
of a concrete commodity can increase of decrease signl™ - 
ficantly while the price index remains unchanged. 

The clause on slicing' price a {the escalator clause) 
is a clause concerning the changes of the prices of the 
ordered goods,, usually an industrial equipment, in the event' 
of a subsequent change in the price of individual productior 
expenses of a given commodity (cost of raw materials, labor, 
Af-X'K  <£he sliding price clause is advantageous to the 

The Conclusion" of Comocmsatiou of Barter Transactions 

Hie conclusion of compensating transactions is simi- 
lar in certain respects to the method of protection from 
currency risk indicated above by means of a simultaneous 
purchase for the same period of an Import commodity for 
the sum due from the sale of an exported commodity, 

The difference between a compensation transaction 
and that method of protection against currency risk is that 
in the compcncation transaction a real transfer of money 
does not take place. . The account is settled by appropria- 
tion of the amount due for the exported goods for payment 
for equally priced la-ported goods, bought during the con- 
clusion of the transaction,       •. ■ .  ■ 

he< <*•- O.! Ji C* i- 30 of the fret that the values of the export 
and import commodities, expressed in a single currency, arc 
equalj the deevaluation of the 'transaction currency at 
the moment of payment cannot cause the exporters any losses 
beeau.3e the foreign currency with a .lower rate'maintains 
the same purchasing power"which was determined during the 
conclusion of the compensation transaction as :a mutually 
agreed price for the exported and imported goods,- At the 
same time the e%cm:.ngs rate losses from the export opera- 
tion 3- coinno' exchange  rate   profi "roni the  im- 
port   OiJPUi'hc!  , 

Cne  of  the?  rerulisrities  of  compensation  transactions 
tnar: rO;> the  mutually exchanged commodities, 

iOP »ins? us: JO hS   ftXVGti •■arisaction,   have 
conditional  Bigntrx see 
is the relationship between the prices of the export and . 
the import commodity, cut the absolute rnagniture of these 
prices, that 

The barter trancac 
pensation transaction as 

b c I -i <.■... a 

can he analagous to the com- 
a means-of protection against cur- 

I     roncy rioks,  In the harter transaction a specified quantity 
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of an export commodity is paid with a specific quantity 
of sn import commodity of the same -value.  In a barter trans- 
'action there ere no money accounts.  Money is here only a 
measure of value'In the specification of the equivalent 
values of the goods, . 

■Price RevicioTLClAuce. If the inclusion of a gold or 
currency "clause "iiTah'Tnterriational trade contract is 
'neither' expedient nor possible, then the inclusion of a 
price revision clause in'the event of devaluation or other 
depareelation of the currency transaction can be a means 
of protection against the currency risk. This clause can 

■be expressed approximately in the following form:  In the 
event of devaluation of the currency in which- the price of 
the commodity Is established,' the supplier will have the 
right to demand a revision of the price of the sold commodity 
by the buyer; in the event of disagreement with the buyer on 
the revision"of a price or the failure to agree on the cor- 
responding increase of price, the supplier rfill„ have the 
right to cease further supply of the commodity. 

■ 3. Thfi„£u]^r^^ LL<im,^l^s^&wl3.,J^.. 
ff pola lift. t~" Camp .*" 

.' International accounts with the countries of the . 
socialist- camp constitute the predominant part of the in- 
ternational accounts of the USSR. In recent.years about 
75?& and more of the total Soviet foreign trade has taken 
place with them. 

. International accounts of the USSR with countries of 
the socialist camp include international trade accounts, 
other types of economic cooperation., including credit rela- 
tions, and cultural, scientific, and other relations not of 
a commercial nature . ■'  ' 

The unique nature of the interrelationship between 
the countries of the world system of socialism is reflected 
in the area of currency relations of the USSR with the coun- 
tries of the socialist"camp. Economic relations between 
socialist countries, as indicated abovet   constitute rela- 
tions between countries with the same type of productive 
relations. These relations are subordinated to the require- 
ments of the economic lews of socialism. Thus all forms of 
exploitation of (nan. by man are excluded not only within 
separate countries, but In the relations between these 
countries. ",,'., 

In the area of Internationa accounts among socialist 
countries, as in the area of economic relations causing this 
accounting, the principles of equal rights of large and small 
nations, of mutual advantage, and brotherly mutual aid are 
in operation 
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In connection with this, the currency and. financial 
conditions and forms of accounts for International trade 
«transactions between,governmental trade associations of■the 
'USSR and other socialist countries do not depend upon the 
relation between the. powers of.the parties concluding these 
transactions, as is the case in the capitalist economy. 
They are not determined by the changes in the conditions of 
the world commodity market in which the prices and accounting 
conditions for either the exporters or Importers are put into 
a more advantageous position. .     . 

The USSR and the other countries of the socialist 
'camo utilise^ in their international currency relations, 
the'form and technique of international accounting that_has ■ 
been formulated in the practice of world, capitalist^ trade 
Bu 
f 
or . ,.. 
national accounts in international trade and o~cner economic 
relations in the interest of the Improvement and extension, 
of economic cooperation between them. 

In addition to this the socialist countries not only 
utilize In their currency relations the form and technique 
of international accounts that exist-In capitalist world 
trade, but perfect these forms and techniques as well, 
creating new mesns_o^accounting ^LlBESMB.^£BiSM±l2BS.^ 
Wi^Tave'lMaTovsrl  and unattainable to trading-firms arm 
banks of capitalist countries, 
account Currency Conditions.  International accounts between 
'tre USSR and the countries of the socialist camp are conducted 
basically in the form of clearing accounts«  • 

The currencv conditions of accounts between govern- 
mental international trade associations of these countries 
have are characterized by the use of Soviet currency as the 
clear!in&' currency upon which the agreements on commodity 
eJch^npes arc payments or trading agreements between the USSR 
an* the errantries .of the socialist camp are based. At the 
same ■ tt .iJ'; the price of the commodities supplied by these 
countries to each other and services rendered Is established 
on the basis of the indicated agreements also In Soviet 
currency« 

Thus the utilization of the ruble in international 
accounts of the USSR with countries of th\&ooi8^sJn?^Lv. 
and of those countries with each other is baseci on voluntary, 
offl^al agreement between the corresponding countrxes,^ 

"~ In connection with this the ruble is a currency for 
the eyptassi.cn of prices in international transactions, as 
yell as a currency'in which payments is made for the corres- 
ponding commodities.  In other words/ the ruble is a currency 
of payment or account. 

The prices of commodities mutually supplied oy the  , 



international trade associations of the USSR and the coun- 
tries of the 'socialist camp are established on the basis of 
the corresponding trade and. credit agreements bared on the 

•prices prevalent on the'principal world commodity markets. 
"This means that" the "pries' Toasts reTlects "the"' international 
value of the corresponding commodities on the world capital- 
ist market. The prices established in the contracts between 
governmental international trade associations of the social- 
ist countries are in effect ordinarily for the period of an 
entire calendar year. In other words, the prices are com- 
paratively stable despite the fact that within this year the' 

-world, prices can undergo significant change. The revision 
of the prices within the given calendar year is not prac- 
ticed as a rule. For the determination of prices in rubles, 
the prices at the basic world trade markets, mutually coor- 
dinated among the parties, expressed in foreign currencies, 
are recomputed into rubles according to the existing rate 
of exchange. 

It is necessary to emphasize that the prices in the 
contract are not established mechanically or automatically. 
They are agreed upon by the parties with the observance of 
the general prißciole of price formation indicated above« 
This makes it possible to eliminate abrupt and temporary 
speculative fluctuations of prices characteristic of several 
commodities on the capitalist market. 

The use of world capitalist pricey as a base point 
is the most equitable method for the determination of prices 
in international trade between countries of the socialist 
camp under present conditions. World prices more or less 
reflect the spontaneously evolving international value of 
the appropriate commodities. On the other hand, the coun- 
tries of the socialist camp are not isolated economically 
from the capitalist world market. They all conduct trade- 
not only with each other, but with the capitalist countries 
which presupposes a single basis for prices. 

One half of the expenditures for the delivery of the 
commodity from the place of the basic world commodity market 
to the place at which the commodity is received (the border 
railroad station or the port of unloading) is usually 
added to the basic price agreed upon between the'appropriate 
socialist countries.      . 

Amounts in rubles accounted for in the clearing ac- 
counts of the countries of the socialist camp in their, 
central banks, like the prices of commodities expressed in 
rubles in private contracts between trading organizations of 
these countries,, are not provided with either gold or currency 
clauses. 

In principle it would be'impossible to object to the 
fact that in the clearing agreements of the USSR with coun- 
tries of the socialist camp, as well .as of those countries 
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with each other, the clearing accounting unit and the pries 
currency should be the ruble'with an indication of Its gold 
content" (that is, with the gold clause).  As the history of 

"the currency relations of the USSR indicates, the geld con- 
tent of the ruble changed twice-- In 1936 ana In I93d< 
Furthermore, because of the fact that the prices- of ctmimo- ' 
dities in the economic relations between the countries of 
the socialist camp are established en the basis of the prices 
of the basic world eoiamodtty markets, the ruble represents 
in these relations the purchasing power of gold on the 
world capitalist market». 

The stability of international trade and credit 
demands and obligations are expressed in money cannot con- 
tradict the brotherly economic relations between the social- 
ist countries,  of course this stability depends not only 
upon the stability "of the gold content of the ruble but 
also on the stability of the purchasing power of gold re- 
presented by the ruble on the world capitalist market. 

The absence of a gold clause with regard to the ruble 
in the currency relations with the countries of the social- 
ist camp does not -represent, however, the threat of possible 
losses in the event of a change in the gold content of the 
ruble. Under the influencep in the' relations between the 
socialists countries! of the principles of full equality 
and mutual cooperation,- which exclude any type of exploita- 
tion, the mutual requirements and obligations of the panties 
in ehe clearing and credit agreements and separate contracts 
between international aoaoeiaiions e&n always be regulated 
amicably on a just basis. 

FiK^ialjGonditions ^^J^rmF^j^Jtx^^^t\ng,,     The financial 
condiiioi7c™''ahT fcl?iF^ IrT'expc-rt  and import 
tr.inr.acti.cn? of  etate foreign trade associations of the USSR 
with the state foreign trade associations of the socialist 
countries, in contrast to the relations among the capitalist 
importing and exporting firms, do not have an antagonistic- 

character.  The interests of trading associations of the 
socialist countries during the determination of conditions 
and forms of accounting on mutual'trade transactions are - 
not contradictory. 

In connection with this, such forms of accounting as 
the collection account and the letter of credit, account are 
not required in relations between trading associations of 
the socialist countries for the purpose of protecting ex- 
porters against the risk of losses due to non-payment for 
the commodity by the buyer as a result of bankruptcy, in- 
ability to pay, bad faith, or from the risk of unaccep- 
tance of the commodity by the buyer because of an unfor- 
tunate change in..circumstances^ such as those that take 
place in capitalist countries.' Risks of .this-type are 
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practically no'n-existant as the foreign trade organizations 
are enterprises in a socialist state which conduct foreign^ 
trade on the* basis-of. monopolies and a national economic plan. 
The possible oases of unfulfillment of mutual obligations 
by state foreign trade organizations can always be amicably 
resolved among the appropriate states. 

In connection with this individual forms of account- 
ing evolved through practice in the capitalist world trade 
receive ä .different economic content in the relations be- 
tween socialist countries. They attempt to attain a funda- 
mental goal of influencing the trade organizations a, both . 
-sides to maintain the delivery deadlines and. payments and 
thus aid the rate of turnover in the import and export opera-, 
tions and the absorption of the international trade commo- 
dities Into, the national economy of each country.   . 

Cases'of commercial credit were encountered i.e., 
the extention of commercial credit to those countries in 
'the -first vears of development of trade relations of the 
USSR'"'with the countries of The People's Democracies wfcei^  ; 
private firms and cooperative organizations stia.1 partici- 
pated in the foreign trade of these countries ano. suate 
credit relations with these countries had only begun co  be 
developed. '   . '        ■ 

At the present time commercial credit, as one ol tne 
forms of accounting in international trade, is no longer 
applied in the relations of the USSR with countries of the 
socialist camp.  This is explained by the fact that the, ■ 
USSR grants these countries economic aid In the matter ol 
socialist reorganization of their economies. This is accom- 
plished by the"extention to the nations of the People s 
Democracies of direct government credit through which 
industrial equipment and other commodities are paid for 
bv these countries. Therefore, the extention to state 
trading organizations of the socialist countries additional 
ccmmercl accredit would mean in many cases double and 
parallel credit. Necessary turnover funds ror the mainten- 
ance of the process of commodity circulation are received 
by international trade organizations of these countries In 
the form of credit in their home state bank. 

Short-term crediting of socialist countries Is pro- 
ved in certain cases, not by the extention of commercial 
credit." but by allowing clearing indebtedness beyond estab- 
lished technical credit  (see page  71). 

In the first vears after the capitalist system withered 
away in""the present countries of the socialist camp, when 
the fundamental socialist reformations had not been conducted- 
in these countries, Soviet foreign trade organisations 
utilized credit and collection forms .of accounting in 
fade relations with these countries as a, certain type ol 
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■ a-"guarantee against losses resulting from the non-fulfill- 
ment en- 1 at* fulfillment of contracts by firms and organisa- 
tions in these countries. The collection form of accounting 
was of the "same nature as the original collection account in 
the world-capitalist trade. 

In trade with certain countries of the People's  . 
Democracies the credit form of accounting predominated, 
and with others the collection accounting was predominant. . 
However, the rule that the forms of accounting in export 
and import operations with the corresponding countries had 
to be similar, was observed. 

Besides this the conditions of these accounts assumed 
a standarlzed-nature. This standarizatlon was.later ex- 
pressed in the unified conditions and forms of accounting, 

.  stipulated in the protocols on the general conditions of 
delJverv, concluded with those countries, as recommence a ^ 
by thp Council of Economic Mutual Assistance.  The similarity 
in the conditions and forms of accounting conernlng both 
exports and imports «as derived not only from the principle 
of equal rights of the parties concluding payment trans- 
a^t-ione, but also from the fact that the other parties in 
these trade transactions were not private firms and enter- 
pv-i^g o^ varying credit ratings and business responsibixicy, 
but'state foreign trade organizations which are subordinate 
to'the national economic plan.  The ability of these organi- 
sations to nay could not be doubted. 

The eeme forms of accounting in export ana import 
op^tdons made it possible not to violate the equilibrium 
of the balance of Dayments in clearing agreements due to the 
application' of different forms .of accounting.     ■ c " Since the Kiddle of 1951 the collection form of ac- 
ccun^ira; hap become the leading form, stipulated as the basic 
fo-m"ncMa'jr-.cuntlng.  This has been provided for in the 
orotocclson'the general conditions of delivery.  This form 
hovav*-r, differs from the common collection form in that the 
ehjp^-d commodities were sent directly to the buyer and could 
be put at his disposal even before payment for the cargo 
jW ji«*i f-. n <• V*"\t\ V*i  "T* C^ 

J    'su^h form of collection, unknown in the practice of 
, capitalist trade, aids in speeding up the process of commo- 
I   ditv circulation and results in decreasing expenditures ..or 

o.f0r"ap
:e"in the warehouses of the transport organizations. 

I 'in addition to the collection form, the letter of 
? credit could be applied when individual trade transactions 

£ SC ^"^disadvantage of the collection form for the ex- 
I portprs'and the advantage to the' ■ importers was ironea out; 
? due' to the condition of an approximate equality in uhe values 
1 of the mutual reciprocal deliveries of the trade relations 
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1 between socialist countries in which both socialist coun- 
tries were simultaneously the ex.port.er and the importer'for 
"approximately the same amount. However,, individual foreign 
"trade organizations concerned only with export operations 
were at a disadvantage In comparison with their counter- ' 
agents — the importers. The tendency to perfect this form 
in such a way  that both sides were in the same position 

• developed from. this. For this it was necessary to remove 
>.     the unfavorable aspects of the collection form for exporters 

while preserving the beneficial aspects of the collection 
form for importers. 

An appropriate form of account for this goal was 
worked out by the State Bank USSR and the central banks of 

■ several socialist countries. It received the designation, 
"collection with immediate payment". In several countries 
it is called general letter of credit. Its distinguishing 
features do not fully'resemble the letter of credit or the 
actual collection form. 

From the second half of 1954 collection form with 
immediate payment has been applied in accounting between 
the Soviet foreign trade organisations of all countries of 
the socialist camp. 

In December 1957, a' CEMA committee for foreign trade 
evolved refined general conditions for the exchange of goods, 
which stipulated the order of payment in the form of collec- 
tion with immediate payment (§35-^5)* The new form of ac- 
counting applied in both export and import operations 
(similar conditions of accounting) consists of the following: 

The foreign trade organisation - the exporter., having 
shipped the commodity to the address of the foreign trade 
organisation of the Importer, presents the set of cargo 
documents to the central bank of his country (in the USSR, 
the Seate Bank USSR). In this the seller bears full res- 
ponsibility for the conformance of the presented documents 
.and their data to conditions of the contract. After the 
verification of the conformance of the cargo documents among 

.' themselves in content and given figures., the bank pays the 
exporter the amount of the bill and debits the appropriate 
amount in the clearing account of the bank of the buyer's 
country and immediately sends them to his address along 
with a notification of the payment made. 

The bank of the importer's country,, having received 
9 the documents and the notif3 cation» credits the clearing, 
8 account of the bank of the exporter's country for the amount 
7 paid and debits the account of the importer. At the same 
6 tirr-a it releases the cargo documents to the buyer.  Ihus, 
5 with this form the cargo documents are transferred to the 
k    buyer only after payment. Although the commodity is shipped 
3 to" the address of the buyer,, but usually arrives after pay- 
2 ment for the cargo documents.       . 
1 
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■  The documents'which are presented by the expo: ter of 
the commodity' to his bank'are as'follows? l) not mor. than" •■.. 
'3 copies-of the bill, 2) shipping documents, and 3) • ther 
documents stipulated in tha contract. 

If stipulated in the contract, the bill may inrlude, _ 
beside the cost of the commodity Itself, the cost ofksight, 
insurance, and other expenses-which may be settled through 
clearing according to the trade agreement. 

One of the copies of the bill, with the concordance 
&  *~ i- ,*. 
»i  Lire 

Within fourteen business days, beginning with tne day 
of receipt of the»-*! 11 by the importer Js bank, the latter 
ha^ the right to 'demand the repayment cf all or part oi tne 
amount out" of its account,  Tbics is a repayment, not the re- 
jection of the bill, because the total bill has aireaay 
been osid.. 

I  The rieht to demand the repayment of the entire 
sum incorrectly mlä  on a bill by the seller's bank exists 
if, 1} the commodity was not ordered or was snipped despice 
the annulment of tha contract with the agreement of the 
seller 2) the commodity was already paid for earlier 3) 
if ail the mandatory documents were not presencea k)   the 
ear3oruert -" s not shioped as a complete unit, although 'by . 
contract the payment provides for the complete shipment 
5") t^H srnpr^rt of the commodity takes place earlier than 
the date stipulated in the contract without'the agreepient 
o^ thp buyer' or if before the date of the delivery tne ouyer 
received payment for uhe commodity and the buyer_had agreed 
to +■**  earlv arroment.. having advised, his' refusal to make a ■ 
rrp^'l^re'4\-jr.^t. b^the seller shipped the commodity alter 
liVZSr*  f^lootion by the .buyer of the contract, ?) the 
(loruUrts attained to the hill show discrepancies that pre- 

rre  not attai 
stipulated in the contract,' ' 

^  Tj  ^ rio-ht to demand partial repayment of Bums 
DRid or-- t^e bill exists if 1) the bill Includes prices ex- 
ce'dinir toose stipulated by contract or if the bill includes 
fW-esttet Wore not stipulated in the contract, 2} aXong 
v»ith the ordered commodities, unordered commodities are 
*'iU     ~ ' ■   -■ *   --"-ises to accept part of the 

! ntovelhät"allowed by the contract, 5) the quantity or zne   , 
t commodity indicated in the hill exceeds the quantity indicted 
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.In the cargo documents and/or the specifications, 6) an 
arithematical error'Is .discovered-in the bill or' the 
attached documents, in favor of the seller, 7) other con- 
•ditians are stipulate 5. in the contract. 

With the presentation of a request for full or par- 
tial repayment of the amount paid for the caller's bill, 
the buyer raust present to the ' bank of his own country a 
statement showing the motivations and-reasons for it along 
with a copy of the statement for its remittance to the 
seller.     ' , 

Upon the demand of his bank the buyer iß obligated 
-to present to it the necessary documents substantiating 
the correspondence of the motives cited by the buyer with 
the contract conditions stipulating the right to request 
partial or complete repayment of the paled accounts. . ,- 

Under appropriate circumstances the buyer must indi- 
cate in his-'statement that the unaccepted commodity is 
-being held at the disposal of the seller at the risk and ex* 
pense of the latter. 

If the demand ibr full or partial repayment is in   ;' 
'agreement with the conditions giving the buyer the right to 
demand repayment of sums charged against him, the bank of. 
his country immediately restores the sum oy /writing off the 
commodity from his account: and immediately debiting the 
clearing'account of the bank of the country of the seller. 
The buyer's bank then sends him a copy of the buyer's state- 
ment« .   • 

UDon repayment of the full sum paid on the bill the 
buyer/ upon demand of the seller is obligated to return the 
cargo documents received by him concerning the given ship- 

■ c? 

ment of commodities. 
After thr restoration by the bank of the charged sum 

to the account of the buyer all differences between the buyer 
and the seller are resolved directly. 

If the buyer acknowledges, or it is established by 
arbitration, that on a basis of bis request he was unjusti- 
fiably refunded the paid .Bum, then, apart from the payment 
of this sum, the buyer must pay a penalty of 0.1$ of this 
sum for each day of delay beginning with the day of repay- 
ment of the sum to the day of the final payment, but not to 
exceed 5$ of the unfounded repayment. 

Such a type of account as collection with immediate 
payment is used with reference to expenditures on the delivery 
of" commodities which include expenditures on assembling, ■ 
design and preparatory work, and transport expediting ser- 
vices, if these expenditures were not included in the bill   ; 
for the commodity. 

Accounting 1E accomDlished with immediate payment on 
the basis of the bill and other documents, coordinated among 
the countries which are presented, by the creditor to the bank 
of 'his country. 

• .        ■  '    ? 
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•' :'    In this account, as in the commodity account,. the 
creditor (giving the services) carries full responsibility'.. 
for the fact that documents presented to the bank and the 
date contained in them or the bills presented without docu- 
ments corresoond to the agreement with the debtor. 

The debtor has the right to demand-payment of all ©r 
part of the sum paid within a twenty-four working day period 
beginning with the day on which the bill of the creditor is 
received"by his country!s bank, 

■ I. The right to request repayment of the entire sum 
exists if 1) there is an absence of a request for agreement 
on the services, .of* if the request is cancelled before the 
services are rendered, 2)if the services have been paid 
for earlier, 3) all the documents agreed upon among the 
parties are not presented, or In. the documents presented 
it is impossible to determine which.services were rendered, 
k)   other circumstances have taken place duo to which it has 
been agreed that there is a right to request repayment. 

II. . The right to demand partial repayment exists if 
1"! arithmetical errors exist in the bill or the attached 
document. 2) higher tariffs, and/or rates are included than 
those agreed upon between the parties, 3) there has been an 

Of 
the hill Is calculated on xne oasis u.i xuuurrcvt "o™ «» the 
quantity, weieht, and volumn of commodity, 6) along with the 
*ost of the fulfilled services, the value of unfulfilled ' 
önä/of partiallv fulfilled services are Included in the bill. 

In the event of repayment to the debtor, the return of 
the documents takes place by coordination among the parties. 

In accounts* for services and other expenditures the . 
same conditions are applied as-those in accounts for commo- 
dities , ■ 

Payments for claims regarding quantities, qualities, 
fines and' other complaints take place by means of a) the 
direr-1 transfer to the creditor of the agreed sum of the 
debtor or b) payments by the bank of the creditor's country 
in the form, of direct payment of the agreed sum. to the 
debtor on the basis of his' credit note. 

Under special conditions for delivery of goods in 
the contracts among the foreign trade organizations of the 
socialist countries the. letter of credit form of accounting 
mav also be stipulated« ',.,.,.,■','•. 

' In this case if the letter of credit is not inltiateo. 
bv the buyer within the time established by contract the   .. 
Batter then is obligated to pay the seller a penalty in the'..; 
amount of 0.5* for each day of. delay, but not to exceea 5f     *> 
of the total'amount of the letter of credit. !fhe selxer is 
obligated to allow the buyer a.n additional period of time 
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to initiate' the letter of credit, without at the same time 
losing the right to charge penalties.. 

In a case where a letter of credit is not opened 
within the-additional time allowed the seller has the right 
to cancel- the contract. In this ease he may receive either 
a fine .or a forfeit charge in the amount of 3$ of the'■ total-' 
-amount of the letter of credit-from the buyer if another 
forfeit charge is not defined in the contract. 

In case of a delay in the Initiation of a letter of 
credit the seller has a right to withhold shipment of the 
commodity. If the commodity has been shipped by the seller 
b-sf-vre the letter of credit is'initiated, even though the 
letter ox- credit Is late In terms of the agreed deadline, the 
bank of the .seller's country receives documents for payment 
In the' form of the ordinary collection -amount. ■- 

The new form of accounting with countries of the 
socialist camp en export, import, and transport expediting 
expenditures examined above which Is the collection with 
Immediate payment form aids In significantly increasing 
the turnover of funds invested In the Indicated operations. 
In contrast to the typical type of collection accounting 
in which a delay in payment for goods and services for the 
period of the transfer, verification and payment of the docu- 
ments In öüestion of ten days takes place with the new form 
the'total'bill of the exporter is paid, directly and is imme- 
diately exacted from the importer. In addition", the importer 
has the right to demand repayment of sums incorrectly exacted 
by the exporter without the delay for necessary proof far 
"t* T"i £■* *H A "^tr 

'The'application of the collection form with imme- 
diate payment is possible only in trading relations among 
the socialist countries.  It is unknown, therefore, In the 
practices of capitalist banks. For its successful function», 
ing, this form of accounting stipulates an adequately high 
level of agreement discipline, by the foreign trade organiza- 
tions of both oarties, a close observance by both sides of 
conditions of deliveries and payments in which cases öf re- 
quests by the importers for the repayment of incorrectly 
charged amounts in favor of the exporters are rare.  In 
practice, the relations among foreign trade organizations 
of socialist countries which are based upon mutual trust and 
a non-antagonistic nature, such claims are only rarely en- 
countered.  This might explain the general recognition of 
this-new form of accounting by socialist countries and the 
fact that It has successfully functioned for already more 
thaw four years. . 

Apart from the positive aspects indicated above, the 
new forms of accounting make It possible to eliminate inter- 
nal credits for the foreign trade organizations for export 
operations, and significantly decreases the technical work of 
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"these"organisations and banks i«Borvlcing foreign trade 
accounts among the countries of ^f ^^J^f^e clear- 
addition, because of the re«^^"^^^" the compost- 
i„, account has come to reiiac,. more pr«-cib-J.„ c  -..,„.*" other. 
tiSn of foreign trade circulation between the b-SSn unu other 
„countries of the sostallst camp.   non_,r&de rel,,tions be- 

Accounts in various xyt.^ >-- '■/ 1 •!■<£> Optant 
t^een the USSR and *ese ecu« , es BO la JjS ci- 
rcle in the ^^^4ei^0n%Ce 2in ?orms of accounts ,n 
tries of the socialist wunv. r^^t ■ time the monetary 
r.rtn„h.firta navments are ac tno ^'-^it

1',,,. „^,,w. rt*> *-w non-traae paints a« a ._' /      ^ ^ck& of the 

SSÄ «"A State Bar* USSR an*^fj £,»,, 
&!.* of socialist count,i- ^r -^f^^catigcrfea 

USSR, ana axso L.U OUVJ..W„ vw«*^--- --- 
ing from the USSR to those countries 

G»p3 tklistr'bgaijt.ri-es. 

Th* financial conditions of accounting in the foreign 
trar-e of the USSR with the capitalist countries in operations 
&l  ^e'l^s-nt time are the result of a struggle of many/. 
v-ar? bv~'tbe'Soviet foreign trade organizations for the im - 
or^emert of general conditions of accounting, and the finan- 
«ipl aspects of these conditions as well. V'W " ^-,e s-ru^le of the capitalist countries against 
w-j*- i*AT.>irn t^ade in the financial area was manifested, not 
o-w"Tr. -:-he ^ld and credit blecake of the Soviet Uruon by 
?w-'1^y-^libt states and banks, but in the attachment to  . 
SrAl-t fcSii^r. ?rade organizations of the most inconvenient 
pnC circuitous conditions of cash accounting. 

Daring the first years of the emergency of the Soviet 
^■Duhlics 1 ?o the foreign markets,'foreign firms and banks 
SecSSd a preliminary gild or currency guarantee of payment 
on ordure for equipment or a full payment for tae commodity 
ZcfZZ,   «Hnirt to the USSR.  Foreign firms agreed to pas 
&°£Ä!« Srcnäa^in the USSR .only after their arrival 
an™-^ and olacement at the disposal of the buyer,  o.uj, 
^dua3?Y 8fte; a constant struggle by the Soviet, export 
gradually, J-1^   \.   DOqsible to extend to basic commodities 
SPloÄt eäo?t'the legally accepted condition, of account- 
ing in internationa1 trade.     ^ techniCai~ecenomie inde; 

,, t\*r the  nl*T   the Soviet foreign trade organisations 
5e?eeaS!eVl935 tS'atSin'a significant improvement in the. 
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financial conditions of accounting in exporting and importing. 
One of the significant improvements was the transfer of a 
significant part of accounts In foreign trade of tue UbbE to 
within the'Soviet Union, particularly in Soviet exports to ,. 
-payment with letters cf credit initiated by foreign buyers 
in favo-^ of Soviet foreign trade associations In the State 
Bank USSR, or if the letter 'of credit is Issued by a foreign 
bank, then oayment on the State Bank USSR. 

Agreements on the general conditions of delivery in 
which various financial conditions of accounts are provided 
for were concluded with Individual countries, . Examples of 
this are the agreements for the general conditions of de- 
liveries from-Germany'applied until the Second-World War 
and In the active agreement on the conditions, of delivery 
concluded with the Union of Swedish exporters.  The agree- 
ment of the USSR with Great Britain as of 193o on  the ex- 
tension to the Soviet Union of financial credit for payment 
of Soviet purchases In Great Britain, specified conditions 
of cash accounting in transactions of foreign trade associa- 
tions with British firms wore provided for. 

For several mass export commodities of the USSR, such 
as grain and forest products, a decisive role in the defini- 
tion of conditions of accounting- was played by the accepted 
standard conditions of contracts in international trade worked 
out by associations of exporters of these commodities of 
separate countries. 

One of the advantages of the socialist economy in,-the 
area of international accounts is the fact that the Soviet 
economic organisations enter the foreign markes ir coordina- 
tion because of the state monopoly of foreign trade. 

It should be noted .that among the capitalist firms 
having traded with the USSR, attempts at combining and the 
creation of special monopoly organisations for- trade vitft 
the Soviet Union were attempted. Under conditions of via-. 
ip-nt competitive struggle, these attempts did not lead to 
the results desired by their creators. Beside this, the 
agreement among private firms designed to create discrimina- 
tory conditions in trading with the Soviet Union always met 
oroW rebuff from the side of Soviet foreign trade organiza- 
tions by their"ceasing business relations with the appropriate 

The struggle of the capitalist world against Soviet 
foreip-n trade extended also to the area of financial condl- . 
tions in accounting and did not cease after the conclusion 
of the Second World War. It assumes various new forms, in 
particular, the policy of bovious discrimination ana the als- 
run-on nf foreign trade with the USSR provoked by the leadxrg 
circles of the USA and several other capitalist countries are 

to be n^®d^lsc lmlnatory policy conducted by the USA and a 
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series of other capitalist countries is utilized by individual 
capitalist firms to force upon Soviet foreign trade organiza- 
tion diPadvantageous and' bürdenßon-e conditions of cash ac-- 
cour-t'Jrp- in the sale and purchase of commodities. „ 
 Pt  i-hepreoent time the Soviet Union has achieved tne 

greatest economic power. Aa a result of this the position 
of  *ov et foreign trade associations in the conclusion of 
i-rads transactions with capitalist countries ha* oecome 
ir^pa^abTy stronger than it was formerly, 
^«-^J      tra^e  a?EOclRtions of the USSR are organiza- 
tions in'which the ability to pay is not BUbject to rtcmb^ 
The^ have every right to insist on special, lio.ancxai conai 
«on- of accounting in contrast to the conditions applied 
In international trade to private firms.       fy,_fw 

ojOVi*t foreign trade organizations should therefoie 
continue their strujgie for the improvement, of currency and 
financial conditions of accounting concerning export and impc 
transactions concluded by them. , • 

' For. seoerate Soviet commodities enjoying a si^nifi- . 
cant demand in the ^orld capitalist market, the Soviet for- 
pifcn trade organizations are abie to work out iae,x ^ecw 
standard conditions of accounting, In contrast to     - ;;- 
tions of accounting manifested In the practice ox capxcdiot 

tra3e* In the formen trade of the USSR with the .capitalist 
routines aH the indicated types of accounting have been 
aSl^d in the past,  in particular, during the period of 
Völ^cA  credit account accounts in the export as i*eix as 
^oV^ooerations of the USSR had wide application  ibis 
i,H'. 13 eraniHr.pd an greater detain in chapter vXI which 
if dented to rS hictori of the USSR's credit relations 

*   ""It-'tu^nr.Psf'nt' time credit accounts are applied only . 

ort 

Lf   tf-e ore sent time _ ■       ■   ,. 
Soviet foreign trade organizaaonsex- 

ers 

ting for.p.ie'n trade association» aa a ^-«' «-""- -a--   -- 
nr^v  The oniv exceptions are only cases when     _ 01,4 *  inu Uwr"   ,.,,„„„„„ „9,rmonta fi-or- the foreign ouyersv exoorter receives aavacce pa.v-m^n^, i.or, ui. ;_  ■ b f ^ 
These advance payments serve primarily as d n««* o c* in 
suring the fulfillment of the agreement by the b^yer .no not 
as a Scans of financing export operations, x.e^ewh«.   . 
°*fn1la*' to P. depoedt, Exceptions to Uus aifcO an ca...s iu 
^Sch Soviet fiks extend advance payments to foreign 
«unrller« ön ordere for complex equipment, navax »nlp,i;, eu. sapplic-r. on o.a..        soviet exporters of industrial 
?n^"inf and celrta n otter commodities to firms and organ!- 
la^oS of t^ economically underdeveloped capitalist country 
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with deferment of payment in specific oases.: 
CurrencyjCc^itiops^of f^S?ä£lt ^-n„j£EPirt™aJll--5^S£Sii. 

Iran sa et .Ion sT Commodity locourTTs wi t~ci"pl tau slTcöun tries 
are conducted by foreign trade associations of the USSR in 
foreign currencies. The exception is Finland, with which 
accounts are conducted .by clearing agreements In rutlea with 
•an indication of their geld content. At the same time the 
foreign currencies are currencies of the clearing accounts 
In the agreements concluded by the USSR with many capitalist 
countries on commodity exchanges and payments, and special 
payment agreements, to include those of a. non-clearing 
nature. 

The currency conditions of payment acquire considerable 
significance in the conclusion of contracts by foreign trade 
organisations of the USER with- firms and enterprises of the 
capitalist countries on the purchase and sale of commodities. 

At present when not one capitalist currency may be 
considered durable and stable, the Soviet exporter to the 
capitalist countries can be threatened by losses resulting 
from the reduction of the parity and rate of exchange in 
which the price of the commodity is expressed. They can 
incur losses also as a result of new currency restrict- 
ions. The best way to'protect the exporters from losses 
resulting from blocking their currency proceeds in banks 
of countries with currency restrictions is to make clearing 
agreements with these countrj.es.. This is discussed in 
greater detail in the following chapter. "■ 

The risks resulting from the reduction of parity and 
the■currency rate of exchange'increase as the interval of 
time between the conclusion of the contract with the im- 
porter and the date of receipt frorr, him of payment for the 
commodity becomes greater. 

As indicated in Section II, one of the most: common 
methods of protection against currency risk Is the inclusion 
of a currency or gold clause in the contract with the     „ , 

■•importer-.' 
.The variant of the currency clause in the form of the 

establishment of the price of commodities sold in a more 
stable and freely circulating capitalist currency with pay-' 
ment in the national currency of the buyer .can have great 
significance. ' ■    . : ' 

In circumstances where accounting with buyers of ex- 
port commodities takes place in a freely convertible currency, 
it is expedient as a general rule to establish prices of the 
commodities in the contract in that currency to avoid unneces- 
sary conversion of the price currency into the payment cur- 
rency. With this as a goal it is possible to-recommend the 
establishment of the prices of the commodities in the same 
currency in which, according "to the given commercial pay- 
ment agreement of a non-clearing type, is stipulated as a 
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parent  cfrenSiiöhment ^ oeE commodities  In  the 

,   =^„t,i  -,-urrenc^es  does not exclude  the  possibility and 
e^eS^cy'f  the"'lnclusion  of gold and  currency exauaes  in 
the'contracts when  concrete  conditions  demand. 

in order to avoid  losres from devaluation .ti,^     . 
"pedlentTfor Soviet exporters  to include  g^J^^'l^^ ' 
Pl?u'«s PVW in those  cases where euch ciaüoes ai <s  ^(

:^°*'J 

in IrrJrlgoier^ental clearing agreements,    «^so  clauses 
l^lnnlv 1-0 thp balances of the  clearing accounts auo do 
not  pro?eft!therefo;e,   the interests of the exporters  in 
Sose  coniractB vihicb Mill not he entirely corrmle ced b* 
the moment of devaluation, . *™-<tinil tv 

In those  cases in which the  price  01   the  ^ownouitj 
is established in a  currency that is aifferent *^j£« 
clearing currency w of the commercial jayjer.tarfrce^-t 
of a  non-clearing nature,   it is necessar!J  ^°/";£^V 
HlF   e0v,tract  the  conversion rate  of trie  prj.ee   ca.. icr., 
in?c °hf parent  currency.     If this rate  of exchange  xs 
stipulated in  the appropriate  payraent agraenej    01     te 
Tjssk  (for example,  with theJ-^f^A^^^ and 
Luxembourg economic  dhxon,   ^;y"?*-CJ ;;.„?^/t  should not 
c^he^s)   tv.en  the  conversion rate  in a  cent, act  an-«iJ^1 

5;l^;;;f^m the exchange rate  indicated in the given paj- 
„:;r;  "ee—t      The  following rateE of conversion are 
.SoSr3?llaUy possiWet- 1)  pa&ity,   2)  an inimmediate rate, 
cUve-n t-v2 rate  of the  fellers and  ouyers,   ■};  ^ f^* . 
;;:!;.:?»■ '>   -he  filers,   In import - the rate of the  ouyer» 
^:t.tr^.:;,^K>tation}     4)  the rate  of the sellers for ex~ 
i^  and i;^'        ^' Soviet exporters  the  most advanta- 
ges ra^ofiX3hange is  the seller's-rate   (with direct 

quote txr;v^)._   ^   ^^ ^^  the'importer  does not agree  to 
..,.., ..^-.in-iü^^rrthe  contract  of gold or  currency clauses, 
tC  bovh^ exPorters may apply otner means  of protect^        - 
>";,, rA^pr-rv vlsVn as  indicated in  section  I±..   Trie  moot 
convenient meas^ear the pre sent  time  may be   the  Inclusion 
iT nlnlt«    n ftp revision  of  prices  of  the  goods  sola and 
?h^ieiea;eSf  the exporter from treaty obligations if  the 
Station  of  the  currency in which the  price  of   ehe  commo- 
°!^:: Sen eSabUEhed takes place and the buyer does nor 
11% to pay a  correspondingly higher  price for the commooxty 
dgree   to W> trade wlth capitalist  countries    the 

wl-e« of the «cods bought are established in contracts wi.h 
fcretin suppliers are  ordinarily stated In the  coraeBtxc 

-currency ofPthe  supplier and ^^^^^^^0. 
takes place in that  f™;  ^r^äw ?Si ^ 
+-ion  currency anu tne  pa/iDfetiu  ou^i-n^  «^ -   ^ f»flP+- ul ouch  -urgency conditions 'are explained by tha  ..act 
that  the  international accounts  of  the USSR are  conducted 
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.'with almost all capitalist countries in foreign currency; 
not Soviet* and the foreign suppliers usually prefer to re- 
ceive payment in their own currency because this frees them 
from expenditures connected with the conversion of a foreign 
currency into their ovm domestic currency.  On the other 
hand, in view of the .currency restrictions existing at the „ 
•oresent time in raany capitalist countries, and also after 
the establishment at the end of 1953 of a partial eenverta- 
bility of the. main Western European currencies., the pro- 
ceeds'from Soviet. exDort in these countries in local cur- 
rency can be utilized by the USSR for the purchase of^cemmo- 
dities and other expenditures only in the countries of the 
given currency. ■ ' 

The domestic currency of the supplier is as a rule zne 
price currency and the payment currency also in import trans- 
actions concluded .with foreign trade associations of the 
USSR on the basis of inter-gcvernmental agreements on 
commodity exchanges and payment with capitalist countries. 
Tn mortt agreements, of this type the clearing accounts are 
conducted'in the domestic currency of the country wltn wni.cn 
the agreement is concluded. 

If under conditions of the transaction the payment is 
made in a currency which does not coincide with the price 
currency, then it is necessary to stipulate in the contract 
the rate of exchange at which the price currency will be 
converted to the corresponding payment currency, For the _; 
C'oviet importer the most advantageous rate of exchange is 
the exchange rate of check buyers in this currency. 

Soviet importers are not interested in the inclusion- ■ 
ir- contracts with foreign suppliers of either currency or 
gold clauses, since the risk, of an Increase of the exchange 
rate of foreign currencies in which the prlve of a purchased 
commodity is established under the conditions existing in 
the capitalist'world of currency instability is minimal, 
whereas foreign suppliers of several capitalist countries, » 
fearinp devaluation of their own currency, may sometimes 
present the question of the inclusion in the contract of 
currency or gold clauses or the establishment in the treaty 
of sliding prices (escalator clause). 

Such requests are presented sometimes by suppliers, 
in negotiations on orders for Industrial equipment with long- 
term conditions of delivery. 

The inclusion into contracts of gold or currency 
clauses mav lead in the case of a devaluation to an unfounded 
'enrichment" of the supplier and unjustified losses for the  ■■ . 
buyer of the equipment. With tne presence of a gold or 
currency clause the Soviet importer would be obligated to 
pay an increased amount: for the commodities, in excess of 
that stipulated in the contract, £n case of(>a de-evaluation 
of the currency, by as many percent as the ''price1' of gold 
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or  the" rate  of exchange  of  tfe  stable   turicn.     n,.,^  .,_. ore 
with relation  to  the  seller's  oomostae   c irreacj       ''^2:!^ 
Ü reality,   the prices of Ir.dactrlal equipment,   1"  *™ ^^_ 
to  prices  of rav; goods  and  trade  goods  tnftt  «re jo.     .weep 
title to currency fluctuations and ühanß^,   i.iu£*^  «AOA-, 
and  significantly l=ss  than  the  dropping rate  of  ^oucingc 

°f ^m^l^^li^^^.not  o^inarilywapplyato  ■ t 
T.8W materials and  trade goods,   except, in oaseo ir,  *i    t «'• 
ext-nde^ oerlod of  time  elapses between  the  conclusion  ,,  a 
COntraCl^i^lJS^^r,cts for  the  supply' of inäuB- 
trial  eaul^ent    ehips,  and other objects fth ar emended 

a0ÄÄ aSdan^?"for  the Soviet Importer:     ?e    . 
Sreaoefn the .age rate.^and prices^i^^^^^ 
ere  the main  ODJecta  of  thu e--';;0^;  ° f; rermrj t  of pro- lead to an  increase in  production expenoe,  puuiiU   ^i   ; 
if;.i-i.;n     l -     to en increase  of  the net price,     o.n  t.ix«   .y^ duuex^n,   i.~.   -^ *.i p  0f  tbe  increase  factors are 
nf     "IriUBB     Only      t-ll©     111! J-Utatt     V»~       i!—     -*- ,       ,,„.,      ^...vsnaqp 
^r^Sre/a4 all situations which counteract the x -rv c 
lr the production coats are ignored,  Bedioe tn «, ^r ;£- 
to the sorter Inflicted by the system °J &na.i.* p*lo-- 

\l£Ts  VI&a™^tdcf«r ana -ff-er ^.n. 

ie,.r    :  r: "t; ••;<, abF-olotelv necessary to include tne ovejr- 
head expenditures,   «hieb  include  administrativ  ccs^s   o.pxe 
ciati0ri}/;-tP^sJlng  of orders  for  complex equipment and 

,t  .;;F:;"Ä tc ^on^der also tho advance  payments 
S™ !n/cus?oSerl;tL "supSier which gives the latter  the 
-ppo^urltv to nrctect himself.against the  possibxlit,  oi 
^incr^eeinp^ 

K'1*  the  BlldJnpt price  clause  by the establishment  o.   oe- 
fined limits of variation,   that is,  a maximum l^t^c, he 

■ ^U piL*S^ Soviet  foreign,trade 

associations entering  ^l^   -;^J'     ,,,r "wj Vo  private enterprises 
OJUI.UJ..^"  « .. j..„,.v-,^r.  v'rti-  on i v noon  tie  &oij..o.xtj/  <..,.i-i 

the  capitaii?t «»£*• ■ therefore  provide   in  the   con- 
tJU    r   ,   r,      i.-^..-,  -t-K«'^ tvipa9,"sr,:; measures  to  provecc 

twelve" „o? only from losses «oultl«« »« P«""», 
depreciation of the  enrrency In «hlch tne  pr.ee  oi   the 
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commodity is expressed, but from the risk of losses in 
the event of bankruptcy, inability to pay, or the lack of 
good faith of' the■foreign"buyer which are private capital- 
ist enterprise^.' 

Thus,in conclusion of export transactions, Soviet 
foreign trade 'associations'Should stipulate in contracts V 
with foreign buyers those financial conditions of accounting 
that will protect them from 1} the risk of non-payment by 
the buyer of the received goods, 2) the risk of non-accep- 
tance by the buyer of the sold commodity;, or non-redemption 
of the eargo documents for the shipped commodity. 

In addition, Soviet foreign trade associations should 
■strive'also to provide the fastest possible returns from 
the exported goods, and also to minimize expenditures connec- 
ted with given forms of accounting. 

Those same basic forms of accounting- open account, 
collection account, and letter of credit; - which, are applied 
in international capitalist trade are also forms of cash 
accounting for both export and import operations of the USSR. 

Due to its inherent deficiencies from the point of 
view of the interests of exporters,- the open account form Is 
allowed'in Soviet export trade only In special circumstances*. 

Such special circumstances are the sale of commodities 
on consignment, on account with brokero, and also in cases 
in where the .importer is a governmental organization of a 
foreign state . 

In comparison with the open account, the collection 
account is more advantageous to"the exporter. .'Under the5 

collection form of accounting the Soviet exporter endorses, 
the delivery and. insurance documents to the order of the 
State Bank USSR and forwards them to the State Bank for 
collection. State Bank transfers them to its correspondent 
in the aporoprlate country for collection of payment.  The 
correspondent of State Bank transfers the documents to the 
importer, or to a person indicated by him or to his bank 
only after payments for the. value of the' commodity indicated 
in the documents is made.' ' , 

In"this form of account the risk of non-payment for 
a commodity received by the buyer is'evsded, but the risk 
of non-accoDtance of the commodity by the buyer or person 
indicated remains. The buyer, as a result of several rea- 
sons, (for example: A change in market conditions causing 
a decrease in the price of the commodity) may consider the 
ourchase of the documents to be disadvantageous to himself. 
Äs the commodity in such a case has not yet passed, into the 
possession of the buyer, the losses of the Soviet exporter 
a^e restricted only to the expenditures of return shipment 
if it^isn't possible to'sell that commodity on the given.-,■■ 
makret or to losses in price as a result of the sale of 
that commodity on the market at a price lower than that 
of the invoice price. 

kl 



With the aim of receiving compensation for losses 
resulting from'the non-purchase of the documents within 
the tirne specified, foreign trade associations stipulate 
in treaties under the collection form of account that fines 
be paid by the buyer for the non-purchase of the invoices 
within the time specified, • , 

When export goods are sold under the open account 01 
collection form of account, the means of protection from  _ 
risk of non-payment for the commodity in the first case ana 
non-purchase of the invoices in the second case may oe; 
1) the receipt of a deposit from the buyer, 2)  a banK guaran- 
tee for the full and timely payment to the buyer for the 
commodity or documents, and 3) in the sale of a commoaity   ■ 
through a broker: the receipt of a guarantee from the broker. 

The jranorter must agree to sena a deposit either d- 
tJie moment-of" the signing of the contrast or, in any case, 
before shipment by the exporter to the first party of the 
Sold commodity. ■ , --.     ' 

The advance daymants or deposits are oiiicidxiy no,.,-- 
percentages charges'and do not bear interest.  This noes 
not exclude the possibility, however, tnat tne ^P^er 
may calculate an interest as part of the price of ehe 

co;nmoäity^       antee prctects the exporter from the in- 
dicted risks only under the condition that sufficient!/ lull 
ttcomP;ehenBive

yreSponsibility of the hank *™?V»*»* ^ 
the importer for the documents within a stipulated, time- 
periodP?; "provided as a guarantee. A foreign bank providing 
cm.-h a tvne of guarantee should oe first rate. 

With a"Efficiently full, clear and precise formula- 
tion of'the obligations of the bank, the tank guarantee for 
navnent in a collection form of account may De eqßdx.,  fi-um 
+11  Jrir^ rf <n f»w ->f secu-ln^ the interests of the exporter 
tSa^Ja^ntee given the exporter by the irrevocable letter 
of -edit  For the importer, the bank guarantee of payment 
fV"the documents is a cheaper form of accounting tnan 
Revocable letter of credit because tne commission ior 
}^iw?S4-ofthe bank Is less than the expenditures 
connected with initiating an irrevocable lettei o c*X*li" 
v-/^aii-ir>e«  tor this commission are cameo, as a rule, Expeudiureo *cu uuxu roirmoi^ tv.  'The coilec-- 
by the importer - the oaver o.t t.n.u o™-"^;1»* •• ,r,nr,tered 
tion form of account with the banR guarantee is n.ounWcd 
in the sale of certain commodities and in the practice of 
Soviet export trade.        .        d ^ ^ «nav.-rt-ia.e The guarantee of the borker Is a type oi guar«.nte,. 
applied only when the given commodity is sold through a 
brok-r.' In this case the broker issues the guarantee i ox 
the payment within a specified titre on tne part of the 

bUyer' It is necessary, however, to take into consideration 
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«hat the guarantee öf the broker has only limited signifi- 
cance. It provides only for the payment by the buyer for 
each separate delivered order of the commodity, and not 
for the'fulfillment of the entire contract with the broker. 

The letter of credit form of accounting protects 
the Soviet exporter, both from the.risk of non-payment for 
the commodity received by the buyer and from the risk of 
non-purchase'by him of the shipping documents. In contrast 
to the open account collection forms of accounting, the Irr 
vocable letter of credit gives the exporter the full guaran- 
tee of the receipt of payment for the commodity the moment, 
the documents are presented to the bank. Therefore, the 
letter of credit form of accounting.guarantees the earliest 
receipt of payment from the exporter. * 

Even more preferable than the letter of credit form 
of accounting is the payment by the buyer for the commodity 
at the rcoment the contract is concluded or payment to the 
exporter during shioment of the commodity, that iß even 
before the buyer receives the commodity. With this form of 
accounting, the exporter'also does not run the risk of the 
non-payment for the commodity or the nor-purchase of the 
shipping documents, by the buyer, and the proceeds from ex- 
port'are received even before the shipment of the c0Mm0a3.tj.es., 
that is, earlier than with the credit form. 

The basic and most widespread form of accounting in 
export operations- of the USSR with the capitalist countries 
is, at the present time, payment by the irrevocable letter 
of credit initiated by the buyer or his bank at the State 
Bank USSR or in a first rate foreign bank. 

The irrevocable letter of credit should be inxtxated 
at a certain time before the shipment of the commodity. < 
Soviet exporters should not ship the commodity before re- 
ceiving a'communication from the bank that a letter of cre- 
dit has been initiated in their favor and agreement of the 
exporters with its conditions. 

Various dates for issuing letters of credit are en- 
countered in Soviet import and expert practice: e) at the 
time of signing, or within several days after the signing 
of the contract with the exporter on- the purchase of(the 
commodity: b) within a specified terra., for example, 45 days-, . 
before the shipment of the commodity by the exporter; c] bj 
a'specified date, for example, 5-10 days., before the begln- 
M„ff of the month of shipment of the commodity, depending 
upon the value of the commodity that is to be shipped during 
tlVpiven month; d) within several days, for example, 5 days, 
after receipt of a communication from 'the exporter on the 
readiness of the commodity to be shipped; &;; -simultan- 
eously with the issuance of the order by the buyer for the ., ■ 
sh!pmeht--:of the commodity, and others. 

Soviet exporters are interested in the earliest 
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possible issuance of a letter of credit in their favor in  • 
order to have sufficient time to prepare the goods for 
shipment.  The date of initiation of a letter OJ. credit 
depends therefore, on the character of the commodity, con- 
ditions of its concentration in ports, and transport 

COnditi?Se"untimely opening of a letter of credit by the 
"buv-r leads to specific losses for the exporters because 
of the necessity to store the commodity, a slow turnover in 
?unds   ä  te expenses. Therefore in treaties with. 
Du-ers Soviet exporters should stipulate fines for lateness 
in^ssuing letcers of credit and the right to ^fuse de- 
livery of a commodity if this lateness exceeds the ap«cl- 
fied number of days. oHr.,1otpi <n thP, 

Another condition which should be stipulated ,.n  rno 
letter of"credit form of accounting is the term of the 
ielSe? II  credit.  The- tern of the letter of erecic should 
D£ sufficiently long- so that the exporter will have >hc 
oDri-'unlty to ship all the goods sold on contract andjub- 
Sto h bnic for payment the shipping documents. The 
tlL  of the letter of credit is established depending on 
We character and quantity of the sold commodity the care 
o'Vliv^y, and the conditions of its transportation In 
Sevi^port trade with capitalist countries the l;t,ere 
of credit are used by foreign buyers or  tewo . ,£ bJ 
75-90 days, depending upon the commodity ana tue iraportci . 

country. of crefljt are always limited to a definite 

sum corresponding to the invoice value ^^^^1^ 
n.x.j „ ,.^ ^Hn'iw emri other expenditures co oe pa^u uy conditions of deiiv-j**, and ctner -x -J the ■ commodity 

t-bp letter of credit. Inereior«,, cn<-. DJ.A- XUJ. "^ . na,.(,ft' 
Should not exceed the total of the letter of creciv because 
the bank by which the letter of credit «as issued may not 

pay suc5 * £?:£g* a1nBt the letter of credit takes place ■ 
after th-'^senlfttSn of the shipping documents fjlpulatea 
?n tne letter of credit, ..to the bank which issued the letter 

°f CreKr*dnlmurn set of shipping documents^ against «hich 
+.; Xr-,4o^ from th* letter of credit in Soviet expoi . payments are aao.«nom ^ . ,      transported by sea or 

*-l,a5 are comooseS'Sf: a? the marine bill of lading or 
5GolSa4 of ?Se"atlroaa invoice; b) the insurance policy 
düMlicare oi ux sales ^.nd sometimes m 
or certificate i0iw^ I.J UXI    raiT1.h!)t,Pf5 nr. rankest of 
ilT,n-nn «oip.es when the insurance is purchasea on x^u-c^u ^ 
th° buyer £y Sc shipper}; ana o) the blll-lnvoicaBesxde,. 
this, depending upon tte typ» of oojmoälty. j.he c~ntr^ 

^SeS Sra^jrhl^^luLerfo-^ySn^through the letter 
of credit, such as shipment spec! ioatlon and a quality 
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'■: certificate, a. consular-.invoice, the bill of exchange, and 
receipt authorisation. 

■The banks paying against letters of credit ashere 
precisely to all the conditions of the letter of credit. 
Therefore, the exporter should make certain that the cargo 
documents presented to the hank should comprise a full 
complement of documents as regards, copies,, content, and 
their compliance to the conditions indicated in the letter 
of credit. Any possible deviations from these conditions 
"should bo especially agreed upon earlier. Thus, for ex- 
ample, in contracts with foreign buyers on the sale of cer- 
tain Soviet export commodities at "FOB" it is sometimes 
stipulated that in the event a ship chartered by the buyer 
does not arrive on time to a Soviet port; the exporter has 
the right to receive payment through the letter of credit 
account against the so-called formal invoice. After the 
arrival of the ship and the shipment of the .commodity, the 
exporter is obligated to transmit to the bank the original 
consignment documents in lieu of the formal invoice. 

In the letter of credit form of accounting it is 
necessary to stipulate in the contract the hank which will 
issue the irrevocable letter of credit in favor of the Soviet- 
exporter» The assurance of payment for the commodity, the 
promptness of returns from the export transaction and con- 
sequently, the rate of turnover of the funds invested in 
the export operation depend upon this. 

In Soviet export trade with capitalist countries, 
letters of credit ere initiated by foreign buyers both in 
the State Bank USSR and inforeign banks. Payments on the 
letters of credit initiated in the State Bank are the pre- 
dominant form of accounting. 

Soviet exporters are guaranteed to a greater extent 
not only of the receipt of payment, but a faster receipt of 
export proceeds, in that they receive payment for their 
bills almost immediately after shipping the commodity. Such 
a type of account aids in hastening the rate of circulation 
of the resources of the foreign trade associations (obM. 
yedineniye). 

In situations where letters of credit are initiated 
in favor of foreign trade associations or the State Bank 

' USSR in foreign banks, the Soviet exporters should insist 
.' that letters of credit be initiated in a first rate bank.- 

[  It is preferable to agree with the buyer on the initiation. 
I of a letter of credit in a. specified bank. In that case it 
» is stipulated in the contract that the letter of credit will 
h be initiated in a particular bank. If-it is impossible to 
Ü establish beforehand a particular bank, in which the letter of. 
I  credit will be initiated, it is necessary to agree that the 
I  letter of credit should be initiated In a first rate bank 
which will be agreed upon in the future by the exporter and 

. the buyer. 
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■.-■■ A first rate bank In a given case is understood to 
be foreign banks which are correspondents of the Stete Bank 
USSR or .those which have been approved by the State Bank'for 
issuing letters of credit. r ' 

"When letters of credit are initiated in foreign banks, 
the rate at which receipt from proceeds from the experts 
depend upon the conditions of payment through the letter, of,,. 
credit account. 

Two varieties'of letters of credit'initiated by ouyers 
in foreign banks are encountered in the practice of account- 
ing for Soviet export. 

According, to conditions of some letters of credit pay- 
ment for the commodity, that is, the- crediting cf the in- 
voice cost of the goods against the correspondent account 
of the State Benfc In a foreign ban!:, takes place only after 
the presentation to"the bank in which the letter of credit 
-js opened of the appropriate cargo documents. It is a con- 
dition of other letters of credit that the foreign bank 
credits the value of the commodity to the account the State 
Bank immediately after receipt of a telegraph communication 
of the receipt from the exporter of the cargo -documents for 
transfer to this bank, ■ In the first case, proceeds from 
expert are received on the account of the State Bank later 
tha^ in the second in that transfer of the cargo documents ' 
from Moscow by mail requires, depending upon the distance, 
a variable amount of time. 

The technique of letter of credit operations in- -^ 
Soviet; export can "be explained by the following-example of 
the'initiation of a letter of credit by a capitalist firm 
in a foreign bank: •    . 

1, "The capitalist firm Initiates, in an'screed on 
bank of its country, an Irrevocable letter of credit in^ 
favor of the foreign trade association or State Bank USSR,' 
for the invoice value of the purchased goods,. 

- 2.  The foreign bank informs the State Bank. USSR by 
tVJeff-rapb of the issuance of the letter of credit with art 
indication of Its condition in particular, the cargo docu- 
ments against wnich payments against the letter of credit 

' will be"made,  The foreign bank then confirms this tele- 
'  pram by sending the State Bank the letter of credit by 
1  mail In which the conditions of payment are stated In detail. 

3. After receiving the telegram, the State Bank 
' transfers it to the foreign trade .association-with the re™ 
•  auesVto confirm the conformance of its conditions to the 

j contrelCjj; The foreign trade association'within'a very short 
> «Hr)<1 cor-fi-r-rnp,  j ts agreement to the conditions of the letter , 
t of7r~i-U.t  In the event of disagreement by the association 

with the individual conditions of the letter of credit, tne 
State Bank communicates this to the foreign bank wnn a. re- ■ 
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quest to changes these conditions. At the same time the. 
association takes up this question with the foreign buyer 
Who initiated the letter of credit» 

5. .If the conditions cf the letter of credit corres- 
pond to the contract with the buyer, .the foreign■trade    - 
associations proceed to ship the commodity- at the time.stipu- 
lated in the agreement. 

6. '■" The State Bank transfers the cargo documents of 
the shipped commodity for collection to the foreign corres- 
pondent" bank in the country where the letter of credit was 
issued. 

?. The foreign correspondent bank presents the 
cargo documents to the bank in which the letter of credit 
was initiated and credits the amount received against the 
letter of credit in the State Bank account with the foreign 
bank correspondent and then informs the State Bank by tele- 
graph or mail, depending upon the instructions, on the re». 
ceipt of the indicated amount. 

8. ' Upon receiving this information., the State Bank 
pays out the appropriate sum in rubles to the foreign 
trade association by crediting it against the association's 
account or,, more frequently, applying it to the liquidation 
of the loan received earlier by the association in the" form 
of a special'loan for export operations. 

Prom the point of view of greater rate of receipt of 
returns from the export operations/ it is possible to es- 
tablish the following order'in the terms of payment;. 

1) Payment forrthe commodity by the buyer at the« 
moment'the contract is signed with the exporter; 

2) The payment for the commodity by the buyer at .the 
time shipment is ordered; 

3) Payment against the letter of credit initiated 
bv the buyer or by his bank'in the State Bank USSPt in Moscow; 

4) Payment against the letter of credit initiated by 
the buyer in- a foreign bank after receiving a telegraphic 
advice from the State Bank USSR on the shipment of the commo- 
dity and receint front the exporter of the cargo documentsj 

=>)  Payment against the latter of credit arranged for 
in a foreign bank against the cargo documents presented to 
the bank: ■ ■ ■ ' _ ■ .     : 

6) Payment against canaro- documents transferred to 
the buyer by the collecting bank (the collection form of 
account)« 

7) Payment for the commodity by the buyer within a 
certain time after receiving the commodity from the exporter 
(the open account): ■ . 

'8) Payment after the arrival of the commodity xnto 
the country of designation and quantitative and. qualitative 
acceptance of it'by the'buyer,. 

In the collection form of account the promptness of 
freeing the circulating capital of the exporter depends upon 
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the extent of the term during which the buyer is obligated 
bv the contract to' buy the cargo documents from th« ban.K ol 
collection... In the open form .of account it de pen des on how 
lonj? after the commodity has been received by the buyer, that 
-he pavs for it to the exporter. In most cases both of these 
forms" of accounting result in slow payment for export ex- 
penditures. ...■.',.    , . . ^ 

■ The most disadvantageous account for trie exporter _ io 
payment for the goods by the buyer only after its arrival 
and acceptance.  Payment for the commodity only after its 
acceptance in the country of designation make it possible 
for the buver .to postpone payment or to make a partxaj. pay- 
ment for the value of the commodity, on the basis of various 
and frequently unjustified claims for non-payment.  _ 

In the financial conditions of-export contracts, 
material sanctions in the event of non-fulfillment of tne 
buyer's obligation are. also usually provided. Scviet ex- 
porters attempt to stipulate In the contracts -ehe rignt oi ; 
th<° seller to"receive comoensation for losses up to a speci- 
fied percentage,(for example, 10# .of the amount of she 
unfulfilled obligation by the buyer).  Tiie untuxti.i.,-ea 
obilFBtion on behalf of the buyer will occur vmen the purcha- 
ser" fails to redeem the cargo documents or pays for them at a 
jfltp iptpv. than that stipulated by the contract.   : 
6 Be^oies exacting penalties for lateness of the ouyer 
in arranging for a letter of credit, the foreign trade assoc- 
iations' Ssually reserve the right^for thomeelvec of cancel- 
1-wT th^ contract either completely or one. ■untu*ii*ifcJ pa,, i, 
in"'t>-e event of breach of contract W  the buyer, eommunxca- 
tintt'"tMs to the buyer and charging 8.1.1 expenses to him ii 
thev are not covered by the forfeit clause of the contract 

Soviet exporters exact, the payments due to then, from 
the buyers and transfer their demands to State Bank UööR 
fo'M collect!on« 

' \ ' The"colleetion for the cargo documents can take place 
v^t-vi h-<r npr«m=>r>-*- fhroufh the letter of credit ana cash ac- 
clunt^ P?fpavment ?fkes place through the  letter of credit 
??rang;-d by the iLorter, the payment conditions are indicated . 
in detail in the letter of credit. wm-t 

In sale under a cash account payment takes place dgdln.t 
the transfer of the cargo documents to the collecting ban*. 
It r-rpains to distinguish in the cash and letter oi credit, 
for?« of recount two types of collecting operations,, depend» 
l£ upon whether the parent takes place in cash or by credit 
b?6melns S acceptance £ the bill of «chjnje preecntea by 
"he exporter to the importer.  In the first case tne ca,go 
dorumSts are issued against payment by the importer of an 
^ortpSiate sum of money.  In .the second, the 'exporter simul- 
tane^siylith the transfer of cargo documents, presents the . 
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bill of exchange to the Importer and the cargo documents 
are issued to the Importer by the bank, not against xmae- 
diata payment, but ag&insfc the acceptance of tue bill 01 
exchange of the exporter by the importer.   _ 

Detailed instructions against wblcn ana upon tne con- 
ditions of which payment by tha buyer of the commodity would 
take place are given to the exporter by the collecting ban.«: 
for collection purposes. '■*,'■* 

In Soviet practice the collection task is issuea or- 
"dinar* ly to the foreign bank, not by the foreign trades 
association, but-by .the State Bank ÜSSh to whom the assoc- 
iations transfer the cargo documents for -collection. 

Accounting'in'Impor^j^öi^ations.. Although in im- 
port operätlon^itFTirms of the capitalist countries the 
Soviet foreign trade associations apply the same forme- el 
international trade accounting used In export operations, 
the conditions of these accounts do nop always correspond • 
to the conditions of accounts In export operato-onE,  mis 
Js explained not so -much by certain differences In tne commo- 
rtitv structure of Soviet imoort and export, which is now 
wnJtSntiJ Sins evened out; as by the diverse position occu- 
pied bv Soviet exporters ana.,  importers on the fcraae market 
with relation to their capitalist contract partners. 
Hilft re.^on j^ ^^ foreign trade associations have 
firir.s ?nö organizations whose ability to pay depends on 
the contingelcles of the capitalist economy as their buyers. 
But in Soviet import the foreign firms and organizations 
have the Soviet foreign trade associations as their buyers, 
wh* ch Vcnf orro to the national economic plan and whose 
a Hit; to pay and punctuality in the fulfillment of con- 
Iract conditions is beyond doubt. This releases the foreign 
WDcMers from the necessity to Insist on those ccncUtions 
ofPI:icoS;ttSg »hie* protect them from the risk of non»pay- 
ment for the commodity by the buyer or from the riß* Ox 
non"payE-.ent for the commodity by the buyer or from the risk 
of non-purchase of the cargo documents,(tnat lb in th« 
letter of credit and collection forms of accounting;. how- 
eUr!'iS'p^ctice, in Soviet import theee forms of account- 
tree ha-e/ depending upon the-changing conditions of the 
colmodilfmarket aid other conditions been more or lew    . 
prevalent ^ ^ ^ ^ ^^  d  collection 

account were tha main forma of accounting for industrial 
equ?nmen? and machines in  the capitalist oountrxeo  These 
forira were applied in accounts oi Soviet ffelf;}JTa^"\~h 
pini1at3ons with German, Austrian, Czechoslovak^, , Brxtxoh 
s !rrt"£«■,* «-««  in nuTchasas of raw materials, ana 
anä„?^?^h+-L

iJfa;^^ Si letter of credit form of account- 

^««o;BUSl^^;-aSri«trian,   C^ehoslovakian, Brit 

especially trade good,,   the  letue^ £ jred.„t low ^ 
ing predominated,    The latter IJ expx^xu-u M,V 
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Wj fcv» Cr.v..,..-••<■* "i«s that are subjected to frequent fluctua- 
dJus in prices, payment through the letter of credit is 
the most extensive form of payment in international trade.. 

In the agreement of the USSR with Great Britain in 
1936 in which the Soviet Union was extended financial cre- 
dit to the amount of ten million pounds sterling., payments 
for commodities bought on the basis of this agreement could 
take place by Soviet import associations-by one of the follow- 
ing three methods:  1) . in cash in London after the pre  
-sentation to the supplier of shipping documents and bills; 
2) within a period of thirty days after the dispatch of 
these documents and bills by one of the British banks to 
the State Bank' USSR for collection; 3) within a period of 
thirty days after the dispatch of the documents by the 
British suppliers directly to the Soviet import associa- 
tions. - 

During the first years after World War II as a re- 
sult of the change iff the market conditions' in fa vor, of the 
suppliers (a seller's marker), the letter of credit form 
of accounting for orders of industrial equipment received 
widespread application, However, at the present time, 
separate transactions with the open account and collection 
account are receiving wide application in certain capitalist 
countries. 

• Soviet foreign trade associations should attempt to 
provide in treaties with suppliers in import operations 
those conditions of accounting which will guarantee a 
punctual fulfillment of obligations on the delivery of the 
commodity by a foreign supplier, that would commit Soviet 
funds to a lesser degree and remove extantion of tin sound 
credit to foreign suppliers. 

From this point of view., the open account and the 
collection account are the most advantageous form of ac- 
counting in import operations. 

In this form, of accounting Soviet currency resources 
are not immobilized before the appropriate commodities are 
received by the.buyers. Besides this, the date of payment 
usually established in this form is for a specified quan- 
tity of days (30 days) after the dispatch to the supplier 
of the commodity documents or transfer of them for collec- 
tion 'which gives the Soviet 'importer sufficient time for 
verification»  Within this time the arrival of the same 
commodity occurs as a rule and makes It possible to verify 
Its quality before payment. In these situations, payment 
takes place, in fact., after the arrival of the appropriate 
commodity into the USSR. Due to such .a date of payment, 
the foreign trade associations do not need to receive loans 
from, the State Bank for an account with the supplier.- 

These advantages do not exist in the letter of credit 
form of accounting.  The payment for the imported' commodity 
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with a letter of credit ■arranged'by the foreign trade -assoc- 
iation in favor of the foreign supplier involves, flrat of 

: all, supplementary expenditures -in the form of a commle-slon ' 
to the hank correspondent,  Tne expenditures for the letter 
of credit are borne by the buyer, aa a rule. In the letter 
of credit form of accounting the foreign trade associations' 
need' to utilize a loan from the' State Bank USSR for the 
issuance of a letter of credit, and thus pay a rate of , 
interest for Ic, 

In addition with this form of accounting, certain 
"immobilisation of currency resources of the-USSR almost 
-always takes place. It is occasionally necessary for the 
State Bank'"to transfer the letter of credit issued to a ■ 
foreign bank even,, before the cargo documents are presented 
to the buyer for payment. 'This means th^t the State Bank- 
extends credit to a foreign bank without receiving interest. 

Letters of credit may be arranged by foreign trade 
associations at the State Bank or in a foreign bank after 
an agreement with the foreign supplier has been made. How- 
ever" in practice, the letters of credit opened in the 
State iBank are alvnoat never encountered. The letters of ; 
credit are usually arranged by foreign trade associations ; 

through the State Bank In.a bank of the exporter's country, 
or of"a third country. In this, the appropriate foreign 
bank collects a supplementary commission for confirming 
the letter of credit to the supplier. 

The letter- of credit may be opened by.mail or by 
telegraph. All expenditures connected with thelissuanee ' 
of a letter of credit, including the payment of the confirma- 
tion coramlssion to the foreign bank, is usually carried, as 
indicated above, by the Importer, the buyer of the commodity. 
However, cases are encountered in which, on the basis of a 
special agreement between the parties in the transactions, 
expenditures for the letter of credit commissions ere .. . 
covered either completely or partially by the supplier. 

The bank in"which the letter of credit should be 
arranged is agreed upon ordinarily by the supplier and 
buyer of the commodity.' The issuance of the letter of cre- 
dit in a foreign bqnk that is not a correspondent of the 
State Bank Is always involved'with supplementary expendi- 
tures which fall ultimately on the foreign trade as&oclä- 

'  tion for which the State Bank issues the letter of credit. 
;        Letters of credit for accounting in transactions 
>'   taking place through clearing agreements on commodity and 
?  payment exchange between states concluded by the USSR with 
*  the appropriate countries' is almost always arranged for in 
[     the banks of the exporter's country, 'They are arranged 
I    most freauently in the central banks of these countries,' 
r       Ascertain ■immobilization of currency resources of  . 
i 
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the USSR in letter of credit operations as jell *.» Ui- cur 
rencv expenditures on the arrangements for a leUer O. ere 
dit, depend upon the nature of the letter of ereait ana 
ltS ^Revocable letters of credit do not involve the jeed 
for transferring the payment to the ^Je^2n

b?^eVo'able renting the cargo documents for payment. ,.n x^^^ 
letter! of credit foreign banks aemana th et i  - .er o p*y 
rrent- the moment the letter of credit is issued, or u,e   - 
Smmc^itv is ready for delivery. In opening; not only Irre- 
-com.aocit^ i« * -< uy    letter3 of credit, as well, foreign 
SÄ SÄfSÄ" credit before its c^tl». 
USJli .  ,.   ■.     _.o    j . „ *• ,■<. -r, V- -! v,re    r, ö'-,nri (a r.T.H     Or       tile     IStttX The necessity oi 'transferring payments on the letter The necessity UJ- U-OHO^^^'-ö ^7" " , ■ /. _  ™<a<*n' ■■>   i   -u^^u v.« +-Via ■ ci+-a +•<=» Rank (i.e.. mean» 

is iSäiuza?lS„ of°Sevlet currency resource, sometimes 
for a long period before the commodity Is ^ecexved xn tn„ 
TToo-a  Particularly undesirable is so-callea long-term 
et?e:rBPofUc?e5?tXkth terms of 6;-9, and some tin, «more, 

months. Besides this, if interests are paxo by £-^£f 
Bank for current accounts in foreign ban^  wne ^«fei 
from these accounts of payments to tue bank in wLxc£,££ 
letter of credit has been arranged means lo&ses ol ^n^reso 
or the amount transferred. ^Ö,M1-^^ nf th<- Th* immobilization of the currency resources ox tu 
State Bank occurs, in fact, also in those cases ™™ig 
the foreign banks do not demand transfer oi Pf^ts .hu 
moment the letter of credit Is issued, in thfc fe St^U. 

^^t^s1?aässs?e°thfLä^r^rifSi/^ent 
accounts for issuing the letter of cre- 
dit ^ to'the  3h pment of the  commodity and the  presenca- 
?loV'L- toe  caäio documents by the  seller for pa^en,,   the 
less time  the immobility of the  currency resources  oi   the 
State Bank «ciets^ d0CUTnents for which payments.occur 
•     ♦.*, K-fPr  o? credit and  collection form of accounting In  the   letter  OJ.   oxtsuxt,  a..iu  ^.w^ .rtfflnr:^ +-v -srid 
depend upon the nature  of the  import of   the  cumoodity .nd 
the  conditions  of its  transport.     Tnus,   in  the  lfi-^-J 
i;;S"S  otrleT   eou-» pment,   it is usually requested  thau the 
nackiSliK; IpecificationB,   the  cargo  checker -s authori- 
-atlon  for öhioment,   confirmations,   ihat all the  o.he 
Äais  (blueprints,  etc.)  have been fiapatcned earler . 
HKJ  evunnlier does not requxre  ordinarily,  ™l;m'   ;f   „ 

of export and import exists through licensing,  a c«rtxfied 
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copy of the export permit Is added to the documents enumera- 
ted above. For certain commodities, as, for examole. ships, 
cactle,. the.acceptance certificate Is to be included in the 
cargo documents.   ' '    ..■.-', 

The' payment for certain import commodities In which 
the quality is stiuplated in the contract can be verified 
only after receipt or analysis (for example, the concen- 
t/rates of non-ferrous metals,- etc). The payment for the 
commodity by the buyer takes place in two installments: 
the large part of the value of the commodity (80-90^) is 
paid after the presentation of the bill; the remaining 
part, after the final bill and form, the completion of 
agreed analysis, confirming the established quality of the 
product (for example, the content of metal In ore, etc.}. 
Such a form of accounting protects the buyer from'losses 
in the event of a product quality inferior to that agreed 
upon in the contract this releases hin from the necessity 
of presenting the consequent claims. 

In arranging for lettera of credit for the payment : 

of certain raw-materials (non-ferrous metals, etc), for  "-. 
which the prices are subject to frequent fluctuations» it 
Is expedient to Soviet importers to demand from foreign 
suppliers that are small and secondary the presentation of 
special bank guarantees for the fulfillment of the letter's 
dellvereis.  The content of such a guarantee which is called 
the ''Guarantee bond" is the obligation of the hank to pay 
the buyer a stipulated sum in the event of non-delivery,of 
the commodity sold by contract and non-utilisation by the 
supplier of the letter of credit issued in his favor! which 
represents the compensation for losses resulting from the 
freezing of the funds of the buyer.on the irrevocable letter 
of credit -for-a.'more or less extended time.  The extent 
of these losses Is established earlier, usually in terms of 
a defined percentage of the quantity of the letter of credit. 

For orders of certain types of equipment it is neces- 
sary In certain cases for Soviet importers to themselves 
extend, credit to the extent that the equipment Is ready for 
delivery to foreign suppliers, in the form of advance pay- ' 
rnents or payments for ordered equipment,, 

in Soviet foreign trade, "advance payments to foreign 
suppliers take place relatively rarely and uhen only for '. 
orders of expensive and complex Industrial equipment, whose 
process of-production requires an extended amount of-time. 
As a general rule, orders for Industrial equipment and other 
commodities are arranged without advance payments. Foreign 
suppliers need not receive advances in order to protect 
themsleves from the risk of non-acceptance of the commodity 
by the buyer in that their client is the State, foreign . 
trade association of the USSR whose .ability and. punctuality 
in the fulfillment of assumed obligations is beyond doubt. * • 
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Advance payments made by Soviet importers t,. fcreipn 
fi-m« for orders of intricate and expensive mouBi ia W 
went"with an'extended period of manufeoture repres.*- not 
deposits,- but foras of financing for the process/;, produ.- 
Sn ; P  th* ext"-ntlonof credit to the supplier). ti0n (1i^thSe Stances in which advance parents are 
rr*^ for^ certain orders of Industrial equipment, xU  J-^eB 
sa?y to pro^e for the following in the contract with the 

WU«? 1) «* ^.^x^^Js^eii/i)"the8" of the advance payment; 3; tlra« ci xt- payn.K£«*  ' 
arrangements for liquidation ■ of events; b) ^n« Sf nw-ful- 
guarantee for the return of the advance in eaJ^^fr 
filimert of the contract by tae BU.ppi.ier, o) u.ic w-^«1 

Uoi of interest on the refunded advance payire<; . U    Advance payments may he «proBentad in «o«Ur> and 
natural forms. The natural advance ^fe"^^^?- 
thp presentation to the supplier by tne ouvei oi c^r-axu 
t.vDes of raw materials necessary m wie_ p-ot.-^^ 
+.'f^' rtf"thc or*ä^ed

: industrial equipment.-    ■ ., , Ä ... tx°n °^i" erteut of the advance payment is established 
w/,1n,r;?: ?J;"?he few, of a Boeoific percentage of the value 
ofthe order (1 e. the value" of the stipulated BWP«nt 
of the industrial equipment) .  In the Practice     ;   ^ 
Mon-ii trade the amount of the advance payment liuuucu, 
i^nlS to 35* ?P^*^^?S«^'S 
of the commodity,   its \aiac,   uit   uu-       _.     . 
other condition* other  conaiciono. +.-,      „,,„.1^« ar<e «Ph« fidvmoe' oavments received by the  sappii^r .et. - 

-,     n*** J-rri hv suoolvin* the ordered commodity end 
usually liquidated f^ ?>?£,-  i^n«e oawnt from the value 
deducting the amount of ^he advun£ £**£!?£ *  If the  shio„ 
of the  supplied commodity on the fln-J. Diii.;     -x  1n«tPl3:- 
?ent of the ordered commodity occurs *V P?X??Tv Sv the Hi«nt. "j-   uij--   , „,^„..„„^„+. .* a limiUfii^ed szrs.o.u«ätj.y 03?  int. 
meats,  tue aovanoe  pa>nant '» J^^J gf the co!»mbaity. 

r„¥ t.>v.  ctnnniier until  confirmation of the  oroer  tcKe* 
ment  1.0 tne  su^p-o-«^     ',      ,-.1 «„♦*,-«,* n-p *-he- advance pay- 
olaca and a guarantee for tee retund o*  ;^ «eS Sf the 
faent  in  the event of '^f^^^^^^f The most 
c0??f?* VZLrf rSo-fction for the refund of the advance BUltahle  forn, of pro ec.xon i tation  t0 the buyer 
payment by the  Gipp..xei   10 ^ fvrel'm bank«    In this 
I*» - wflrtonfpp o"f   a first rate iatj.ciu ^''i"    f   „»„«>,• of ä -8^a;j!e °;^«.lnnp imrler which the supplier is ob« 
guarantee  ^  .onoi^  . unj. advance payment re» 
ligatea to refana to ^ ju^r -' 8 of the  contract, 

f:iI&Ä^te SiSteac?"reBulting from delay in the 
annaituen-w cu   <-,ft  uUl    ■..»...T«+■&/» -Mm*»   ■■?nd other condition^;, 
shipment «Ithin the  stipulated ^ >£™ ™ndltur*s to the 
should be specifically ^tf^f^I s^pXiX. 
bank for the guarantee fail on the  aappixci . 
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The advance payments remitted to the supplier may 
hear interest or be non-interest. In orders for large and». 
intricate industrial equipment requiring an extended period 
of manufacture the supplier usually calculates the percentage 
of interest on hank loans needed because of an insufficient 
turnover fund on the buyer's account. If the supplier re- 
ceives an advance payment for the order, it frees him from 
the necessity of obtaining credit from his bank and paying 
interest for that credit. Therefore, if interes is not 
charged for the payment the buyer is justified in demanding, 
-from the suDpiier that he decrease the price of the commo- 
dity supplied for the amount of the interest on the advance 
payment. Regardless" of whether the advance payment is in- 
terest free or bears interest, interest should be chargea 
on the refunded advance payments if the commodity is not 
supplied or the contract is arnuled. The amount of the in- 
terest on the advance payment in the event of its refund 
should be provided far earlier in the contract with' the 
suopller. 

Another form of financing the process of production 
by the buyer, analagous to the advance payment, is the pay- 
ment to the indicated supplier of the industrial equipment 
for each manufactured portion of the equipment. 

Such a form of payment is applied relatively rarely, 
mainly in orders for intricate and expensive types of-equip- 
ment requiring an extended period for manufacture, as,, for 
example; hydro-electric stations, ships, etc.  Payment by the 
buyer for such a type of order occurs in terms 01 full Ul- 
men t by the supolier by means of the partial payment, or 
the state of completion of the order..  The amount of the 
partial payment is established in the form of a specified 
percent of' the total value of the order . 

It is possible to oresent the conditions of payment 
for orders of ships applied by certain ship building firms 
of the capitalist countries in 1958, as an example: 1) 15£ 
of the value of a ship is paid within six months after 
signing the contract; 2) 15# after laying the keel; 3) 15% 
after testing the hull of the ship for water tightness; 
k)   15$ after installing the main engine and the gross 
markers; 5) 15%  after mooring tests; and 6) 25$ after the 
complete readiness of the ship and release to the buyer. 

The first .payment represents an advance payment and 
the four intermediate payments are payments for expenses 
of the supplier for the separate stages in the processes 
of production, and the last payment is the payment of ex- 
penses for the completed stage.. 

The advance payment and the intermediate payments 
occur after the presentation by the supplier to the buyer 
of-a guarantee to refund the appropriate sum in the event 
of non-delivery within the specified term or the 'annulment 
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of  the  contract before   delivery.     As  indicated above,   the      . 
rnr-w  ct 'th« rua-antee  that  protects  the  interest  of  «-ne 
buyers  the~,nosYl*  a" sufficiently complete and.all enoom- 
pesstnK guarantee  of a  first rate  bank,     Itnterme tilgte  pay- 
ments are  thoee thet take olaee not only againac ban«c 
Sarges,  but against  the  certification of an inspector     • 
or representative of the   buyer in the appropriate.8tage  ox 
r»->.r•»•«« M D"  of the ffiver  öDiect. PKP      if thfad^nce payment and the intermediate  payments 
are not'eharged interest,   the buyer earn Jastifiab y oenmnd . 

.from the supplier a  discount in tne  prlc« ui   tne  oiu^co 
eoulpment corresponding to the amount of the Percencag, 
inasmuch as'the  supplier ep.loys  credit in  such a  w^-      ■ 
Headless,  in  the  contract «1th the supplier    it io ..eceo- 
„Prv to *f-*Vl»tö "the payment of interest in tne fc^n, u 

-e-und of theldvlnce pavnert and a partial  payment in 
the non-fulfillment of supply ana the annulment of tn« ■ 
i-nt-a-t      Tne absence of auch.a condition would r..e*:-> ilk,. 
th*  s»ODlier is  obtaining interest free  credit. tb"'     VK Contracts  for  orders  of intricate equipn-ent and 
r^rhin-s jn which the exact compliance of the  technical 
ore-i^leations'"to the  conditions of  the  contract ray De     . 
^Uii   EheS only after a  period of use,   the Soviet buyers 
Sniet^s require  from the  suppliers  the   P«cenmio? 

With thiS as an aim of certain agreements    ,.t  1, bli^xe^a 
that equipment is paid,   not in full upor, del^ >  ^ °u£; 
..„ *.„ RC  Q(>- of its value.    The remaining  Lt>~Mfi re.aaj.nu a» 
aUP^pÄ?tt    event of nonfulfillment, of the  contract 
a^aer^'the  sti nutated Quality of  the equipment; ana is 
S-idlo the  suoolier within  30  days  after  the expiration  0.1: 
?he%uaranteed^ period  stipulated in  the  contract;!     che 
quality of  the  equipment  corresponds  to the  conJ^ioao  01 
the  contract retentlon  by the  supplier of  JhJ.6 gujran- 
tee* amount, the preservation of the quality. 0.1 tie eqaüp- 
rlnt applied may be provided also by the presentation uf 
a guarantee of a first rate bank which requires a spacxal 
deposit by the  supplier with the bank,,  and otner xotui* 

as well. f      orders  0f equipment,  machines,  and 
>     certa^nSther  commodities,   including intermediate  products 

and ?«;; Materials,   specified material  jencticnB in c*£  o, 

I*    vaiuc  01   uit  ^J1f        „-„«rC/? n^ri «■»<=> levPiri for each weeic of 5    within  the  stipulated per xod *™ a.e  lJJ ^   . percentage . 
0 or-lav.   sometimes wxih a pogieuwi^^  ^v1.   ...   «.'.„„ >,ri  the 
1 Tnus,   for example,   in an agreement with Germany on ui~ 
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general  conditions  of  supply in  g«»«;™  ofdelafin 
Second W^W VT«,   ^jaltxeB^ar soh *-e^  ^  ^ 

supply of   r^.*®^- "c*";r  foViow-ine- vesk of delay.    How- 
four weeks aim 1* lor «*<* f^i^Vs* of  the value  of the ever/ the' penalty snoula not exccxa  J-P/O 
order that was not fulfilled on time. 

In obtain Soviet import contracts friert, «siv.  ^.-^_ 
sions whieh'require payment by the  ^PPj^r^^ÄlPh"' 
r.<v^ of delay in delivery beyond & fixed d,ßte end imi.n 

financial terms of accounts with iore.,gn nr.ru-        ^ y 
and suppliersv 

•10,062 
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, PAYMENT AÖEEEK3NTS BETWEEN <B$E BSSR AlffiD FOREIGN STATES 

1.    The CeuBfts \Jfat^JPj£^*&J^ 

Basic Kinäsj>£ra^^ill„Mr^^riTts 

International currency relations are not lieu ted 
under conditions of the present erlßie of ^^l^l U      ' 
accSunts between the real and legal persons of tee voJiouJ 

eountrie^ capitalist'states in economic life 

in the 1 Sreste of tleir taononoli^  ^^tßSv"^" 
ü «Dhpre of foreign currency relations,  by estaDUfehxna Ä 

iSmiäS ope?at ons In foreign currenoiea,  Kfc-™f^SS5ft^     • 
£i~n« on its distribution,  and other measures,  has broüönt 
Sout ?he1äces;ity of concluding I**,e,, the „i,s of 

^teJsurel rt curVenV restrictions 1« f^r^t'f exo"?erö ,     An  ft*.he„ h!»^d    nrot^ct the interests of  ctosaesuxo exporiex» 
lla*U^ztrV* Slaves Sused by currency restrictions. 
Vf Jt ™f tlr4    with the aid of payment agreements,  }>&_ 
^harksf of 1 SterSatlonal accounts is uaed by Jhe capitalist 
countries for purposes cf struggle for ^^reta-in which .o 
dispose of their goods and for foreign eoomoal6 expw^ 
Tn^ar-Mverrwpental payment agreemants,  as weil 8ß the  cm ren c«, 
JSa'rJti^rihlcM bright them ^-^    represent    therefore, 
ona of the manifestations of governmental,  monopolistic 
CapitalC-arreney restrictions,  as a characteristic .system of 

*"?,'■*    «„,..„   <>*.4-ar.  *h»  uMSf's end.   tile   current;,!   JL-«»W. **. w^--    ■ ditions.    Soon after tß* ^£ "^;"i*"   1rJ tbP Äy and aleso in 

„oaolo «Uli of 1929-1933 ^ •«»■„£ ^S^Scy SeJvalS- 
ance of payments an°Jb ^w;    th-s<--' nerto^,  however, were tion,    Currency restrictions in thl. P^ioa,  n*.        * _ 

S^S'SbtS oowtrw..:- »«jnj._Au.trJ*.   the Ealtor. Ooun 
tr: 
Th< 
vhi ch po 3 se L  

•jls  the US,  Great Britain, France,. 



-Switzerland,  Sweden,  Canada, and certain ctnore,- contlnueaJ       ' 
Ifto World iter II to *tt«B*r*e the freed«« ©f currency opera-   - 
tlmt and the] convertibility öf ttelr wrench* In foreign- 

■trade ^gctl^^^  ^^ ^^ ^^ ^ sr Btorpen- 

1flf?and deepening of- the general crisis ©f capitalism,  resuiwa 
if ax/ ilUll Snilerwl spread of currency restrictions in the 
capitalist «*«- rsstriotlOBSili foreign trade Introduced 
during World War II in Sreat Britain tence, Belgi^the f- 
»etheJlandB, Sweden, and other oottntries, as jell as «£ 
currency restrictions established earlier ig baje c^i|aist 
countries during the economic crisis oi I9<J9~A933,. 

C
S"V-»-™« 

iS fo?cf in tblie countries, .with fen changes even cfter the 
W' U^t%^«3doffDiS2i.r 1953,  Great Britain .and other 
West European countries — except Iceland,  Spain,  Greece,  ana . 
ISrkey - introduced convertibility of their ^rrÄcias f or 
current transactions in ctcountft with foreign real and legal 
Screono.-  In connection «Itfc this,  the.territorial «Ph«re of 
en^rfney restrictions has shrunk «cd,  for the most part    e»- 
feraäS at present only the econo^celly underdeveloped capita™ 
liet countries on various continents.    J?/^f ^^trfllllit- <»vrt'    to Ireep in Mind that the introduction of convercitilltSr 
o/c^renciea in the countries mentioned «as caused not toy a 

■b^icfisaprovement in their economic and currency altuöwion», 
•mit"by- a situation Which,  due to *eon«ö.c fluotuauxon*^j.» 
„„-,,< ~n* r tf»anorarv nature,    therefore,  the convertibility of 
S2rt lur^^cSrenSeS.E'nould not be'regarded aa sufficiently 
:stahXa and solid. • ■■ ,   \ .    ,  / .. :„n_ 

• Jnter-govoruBSöntßl payment agreements ^eg^n to »e con- 
cluded between capitalist countries toy the end of 1931*  l-e«> 
aparter of a century ago.    Along «1th the grease in the 
number-of countries introducing currency ■res-crictxoi.s,  JJ* 
3« of entries «hich concluded inter-g^™*^f Q* SSe 

airwflwnts with one'another also rose.    Ihe main goal oA   rneöe 
everts Si to maintain eaullitoiu» in the*j£" * g*" 
»nts «lth particular countries and to avoid an an«*orable 
bfflsnae, which would lead to.the expenditure of goJ.d jnd 
cSSencY resources.    The' »dollar hunger»  (dollar shortage) 
SSfi*d by the m in Western Europe and in other countries 
Seed thcS countries to build their foreign-trade rexations 
•?«£ hatK o? eimlity of ^lue in ^Jf^^^^l 
the® and the .adoption of the clearing method of »»^JS *° 
St        In addition to heing «sed a» * «eano .?* eJ^2£*lduA SS »Sftilir hunter," the clearing method was-used fey indxyiausu. 

cSltSSrcSSiee » a >eane of defence against economic 
aggression hy the US •       ^^ inter.        r,m8Qtal 
payment aSrSements as far back as 3.932 in order to ens«» -J 
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the use of the receipts team  USSR exports In those countries 
with currency restrictions. '     • 

The international accounts of the USSR in connection 
with foreign trade were carried ©n until the world economic 
crisis of X929-1933, mainly in convertible foreign currencies. 
In the malority of the capitalist countries, the currencies 
at. thaf time were relatively stable gold -currencies, conver- 
tible into other foreign currencies. Because of this, the 
Payments for experts received in one country or another in 
its local currency could alwasy be converted into some other 
foreign currency and. used as payment for goods and for other 
expenses in any other country. 

Tniß situation changed during- the world economic crises 
'©«* 1Q29-1933, when currency restrictions were introduced in 
many"capitalist countries. As a result of the Introduction 
of currency restrictions, the conversion of the local currency 
of these countries into the currencies of other countries, 
wMoh was necessary t© the Soviet union, became impossible 
or extremely difficult. Payments for USSR exports received  ■ 
In the countries with currency restrictions could not foe used 
for purchases of goods and for payments in third countries. 
If the export pavments of the USSR were not Immediately spent 
for'the purchase'of goods or for other■payments in the given 
country, they were in danger of being frozen in accounts in 
the banks of these countries. In practice/ it would have .. 
meant compulsory credit ,for these countries on the part of 
the Soviet Union. 

Due to its monopoly over its foreign trade and the 
planning of its foreign accounts, the USSR was able to remove, 
within certain limits, the negative results of the currency 
restrictions, directing its trade relations with countries 
having currency restrictions in such a May that receipts 
for exoorts should not exceed the amount of currency neces- 
sary for payments for USSR imports from or other expenses 
in those countries» However,■in certain countries having 
currency restrictions, obstacles were created to the free use 
of the currency receipts for exports, even for payments within 
those countries. In such cases, the government.of the UbSR 
found it necessary to adopt measures necessary to prevent a 
loss in Soviet foreign trade. ' . - ' 

When the currency authorities of Germany and certain 
other countries began to create difficulties of that sort, in 
January 19^6, the export of Soviet goods was forbidden to 
countries'where currency and foreign bill legislation or ad- 
ministrative orders did not secure for Soviet economic organi- 
zations the free use of receipts from export goods for payment 
of ai3 obligations and trade representatives in those coun- 
tries. -The order (priteaz) of the People's Commissariat of 
•Foreign Trade USSR issued in 1936 established specliic condi- 
tions under which export organizations were permit „ea to.„j 



export gooda-t.c Oensaiay, Portcfeal. Kuaattia, &.n£  Yugoslavia v-| 
Another method of protects ths interests of fee 

Soviet tfnioh 'in:'cases 'whers thft governments of capitalist 
countries, created obstacle» against" fulfillcwmt by foreign 
firms of their obligations to Soviet eeo&oaio organizations, 
or blocked Soviet funds in the accounts of foreign banks, was 
the establishment of unilateral forced clearing of accounts 
with the'respective countries.. •■„,.,:. 

Thus,- in 1932, when institutions"and ■■firms of Italy 
arbitrarily stooped, their payments to Soviet-trade organlza* 
tlons. the government of the tfSSH enacted on 14 January .193® 
a decree (poBtanovlenlve) to the effect that sums o*ed to 
Italian institutions and firm» for obligations ®f.  Soviet or- 
ganizations were "bo be carried in a special account opened 
for "that mr-pose by-the State Bank USSR (sae laveafciy*, lp ^ 
January 19385. No transfers from this account to Italy couin 
be ssade without a Bpecisl order from the Council of People »s^ 
Coraissars USSR. Due to this decree, the lwtereate, of ^evxec 
orrsnt'aatibnB ware protected from material loss which Koula 
have reoulted as a consequence of the arbitrary stoppage of 
prymantB by Italian institutions and firms. When, later in 
1339, Italian rims, and institutions restmied payments or 
their obligations, the decree mentioned above was rescinded. 

The"basic measures undertaken for the purpose of pre- 
venting a loss in foreign trade as a result of the adoption 
In'the capitalist countries of currency restrictions, was 
the conclusion with the appropriate countries of clearing- 
type payment agreements. In these agreements the right was 
provided for the Soviet union to use fully the receipts from 
Soviet export ©Derations'in the respective countries for 
purchases"of goods and for other payments in those countries. 

After World War IT, clearing-type payment agreement» 
began to be used for the organization of mutual accounts lor 
USSR foreign trade' with all the countries of the socxalia* 
caittD, as '»ell as in the traöe of those countries between 
themselves. Under conditions of & socialist economy, the 
clearing method of international accounts changes its content 

and purpose,   ^ agreejneritB of the USSR with the socialist 
countries,' in view of their basic differences froa the pay- 
ment agreements ameng capitalist countries, will he created 
further in a separate paragraph, 

Ty Pe Bjjf_Interj:Gs^^ 
Inter-governaental payatant agreements ewcoicpaaß all 

kinds-of "agreements between states (or between their govern- 
mental organs)., which prescribe the system of conducting and 
cSaniElnS» and the currency conditions involved in accounts 
.£t*£n thi" real end legal persona of the countries, in for- 
-eign tSade and/or in other operations of a non-traöe nature,. 



r intergovernmental payment agreeaentB jar be subdijll 
d-d into So.tvpes*    currancy agreements on non-clearxra t^pe 
a      i'Z«.  . a*-» Miwen"v-cl6&rlo« agreements., ' payments,  and °W£*~**&--"g    lgre«.ent8 are basically 

"        'tTll^l SlesorlbAihS BVBtem of reserving currency agreements wrxtcbpre^orxDc  »^ ^ t ftde and other opera,- 
ror Pay^S*8. J",.0?^?^1?^!^. of converting receipts from tions,  and whicn aeilne  tne rl^nt  ore°-',v ?        or to 

;rKa^onoonliSor,rfor- the use of this currency ID other   ^ 

-Sountrles worla.„lde economic crisis of 1929-W33.   ' 

Enfl l„ t?,e filling y^«V?;r?Snfne=*r«o:';äeP=oo-      ' 
scribed the system far alloUng *%^fc^e^?ke cm-rency 
eluded between «™*f" ^^Wicti™»'(for example;  in 

I9i*r*   >r»w '-fat"'*"' '^v__-  o^T«t»t*iB«»nts. ■ the countrxea having 
with Germany) .     xn  ansse d^™~"?*',"J themselves to set «u^rency restrictions usually ooXigai.e^ jnexAsoAv^» £ 
^liiiuiuj,     . », „  «««ir»-f-ct nf MiTTen^,   obtained. x.coi.ß xn^^i   —A. 
aSi?V??SftlS* tTShe fount^ith which such an agreement 
port activities to ^/^ttlinS accounts arising out of im- 
hCR been conceded,   f«   ^g"^ weX1 ag for the  settlement 
port activities of  thau cfinS<f..^      Tn «„«* an asresjaent part 
Sf prior trade and economic dabU;     In g^g

aJJ^fee f3?ee 
of the export receipt, was ?*;?**«£ ax Urnen ioi  ^ 

o? tne SanVtSist countries,   this differential kino oi  pa.» 
„er* agreement lost i^eanlng. agreements of the 

Kr example,  in pounds sterling    g«s *the jSS of 1958.) 

decrease"in the currency restriction» and t^JJJg^™ °" 
currency accounts with a l^^^encles,  agreements 
the sums in ^ -uto (^otocoll  exchanges of notes)  on the 
SeKrvkion of the- right to use  these accounts. .J-- -<*~ 
»ents are ^ne psy;aent a,iee^ent, oi^ ed bet||een the 

S0„et 5SS"SS \£i    f .S iKrfo^n^räae^tStlonal 



2. Basic Features aL^^SBSlS&J^^l^i --' 
TffterHaH'onaj., AoCOMIHML. ! 

In the 'basis of the clearing agreement lies the idea 
of the cashless account, the exchange of goods of one country 
for the goods of another without the transfer of gold or 
currency.. This goal is achieved by enteritis into e,  ledger 
the mutual monetary claims and obligations arising among the 
countries as a result of foreign-trade and other economic ana 
non-economic relations arcong them. It would be wrong, how- 
-ever, to identify clearing with the natural exchange 01 goo<Ja 
('barter), since clearing, In practice, does not do away 
completely with monetary accounts. . In addition, the clearing 
method of settling accounts may too applied not oniy to pay- 
ments in the selling or buying of goods (to goods exchange}, 
hut also to' payments on ether trade and non-trade operations. 
•This statement"is not contradicted by the fact that the taß* 
o* clearing, ss war, said above, consists In waking possible, 
tne exchange of a definite amount of goods or services^de- 
livered by one country, for an equal amount (in prices; of 
goods and services of the other country, without recourse to 
'pavraants"In gold or foreign currency.     ■. ■  •. .- '   ■ 

The basic and characteristic features of the clearing 
method of international accounts, vihioh is based on the 
principle of bilateral inter-governmental currency-clearing 
agreements, consist of the following:     .-. _:■•■   '. 

Clearing means, first of all, the centralization in 
special banks or.specially created clearing institutions 
of the accounts of real and legal persons of two countries 
engaged In foreign trade and other operations encompassed, oy 
the ^tven agreement .■  ' ■" ■   ' ■' '   , , 

An important feature of clearing, directly connected 
with the'centralisation of accounts and the registration ot 
Ltual clalw and obligations, is the owuljw* nature for 
ai3 the real and legal persons of the respective counties, 
of 'clearing accounts for the operations covered in the given 
ap-re^ment. The centralisation'and entering of mutual claims 
and-Obligations In special clearing; amounts is the »oat Im- 
portant feature of the clearing method of internal onax ao- 
counting. Because of such a method, of accounting, it is 
possible for goods supplied In a given period of time b, one 
country to be exchanged for an equal amount (in prices) of 
goods and service* of another country without "f cessItaUng 
In each and every case payments In gold or foreign currency. 

This, present Intergovernmental cu^ncy-clearxng a- 
sreements can be defined as agreements on the centralization 
fn special banks or special clearing institution, of foreign 
trade accounts' and other transactions of the *eaiJJ"drtJ

eeal 

persons of the M-laterftl agreement, for the purpose of 

L .J 

~&f- 



accounting for- their' Mutual' clsais» aM obligations. . 
;*•■•''■    The system of" 'conducting this '«^counting' consists ©fl ■ 
the following: Importe?»' and ötfcsr atfetorfi 'having ©bliga-"- 
tions against th6 real-and legal persons of the othsi* country 
with which the'agreement is oohcltxdeö, -pay .'the 'amounts -owed 
by'them not directly to the exporters and•creditors of that 
country, hut to the bank or clearing institution of their own 
country, into the special account, of the bank.©r clearing in--'.' 
stitution of the cöhtraotcr-ööuntffj?'.'■''• On .entering' the appro»■ 
priate'amounts', the bank 02* clearing- institution of the 
-^saporter country (debtor).immediately'notifies the bank or L 
clearing institution of the exporter' country .(creditor). Ilk • 
latter pays the exporters. (creditors) ©f its country the  - 
amounts paid into the 'clearing accounts in the other country' 
fey the importers (debtors). As a rule; these payments take 
place'" in the capitalist'countries not out of the amounts paid 
by importers (debtors) of the other country, btit out of -.anounts 

' deposited hy its- importers (debtors) in fayor of the exporters 
(creditors) of the other country. 

If there are no special clauses in the payment agreements, 
then these payment» take place only -after an appropriate sur- 
plus has accumulated in the clearing -account..-' In the absence 
of tae necessary surplus'in .-the account« the exporters 
(creditors') rmst  wait until sufficient enounts -have' accumulated 
as a" result'of deposit» by creditors and'importers of their 
own country.. 

Actually, the present-day intsr«governmental -clearing 
type payment agreements alien for. raztual technical credit 
by the central hanks @r clearing institutions. As a result 
of these credits, the banks or clearing institiiticjhs p»y out 
to the exporters (creditors) of their countries-the amount 
due'tbem/even When the clearing account öf the hank-of the 
importer country (debtor) does not have suffieient'surplus.■ 

' '  Ths importers (debtors) pay the clearing bank or ■ 
clearing institution, in the currency prescribed by the pay- 
ment agreement/ the amounts ©we'd by them. If this currency 
is not "'their national currency, ■ but the currency of the other 
country or of a third country, they then buy this currency in ■ 
the clearing bank'Kith their own currency. Equally, on the 
-orders of the clearing -bank ©f one country, the clearing . 
banks or Institutions of the other country pay out in the . 
cleä^ng currency to'its" exporters (creditor») the- amounts 
owed them; if this currency is that' of the first country or 
of a third country, they then" 'convert It into their own 
nations1 currency. The clearing.currency is not a freely 
convertible currency, but a clearing-account unit. Because 
of this, the exporters (creditors) receive the amount owed 
to the®, in the final analysis, not in the clearing currency, 
if it is not their own currency, tut in their own local 
'currency. This is a positive side of the clearing account, 
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äearing in"international accounting can • 
bilateral, trilateral, and imilti- 

as the expansion in the exchange of goods between the a0^!- 
trte.«t'which concluded payment agreements does not meet with 
obstacles in the form of a shortage of free foreign currency 
or gold- 

Present-day 
be divided into unilateral; 
lister si« '  ■     i 
">' ' ' 'unilateral clearing is compulsory it iß established j- 
by one country without the consent of the other country, ior 
the ourpose of collecting trade indebtedness and financial 
debts of the institutions and organizations of the country 
which has halted payments to the first country, or for other 
reasons. Unilateral clearing is analoguous to freezing ex- 
port receipt© and other sums deposited to the credit 01 tne 
debtor country, for the purpose of using them to satlsiy the 
claims of exporters and creditors of Its own country. ,  ^ 

"    An example of compulsory clearing is the decision o± 
the British government, taken in 1935 in connection witn 
the adoption of economic sanctions- against Italy after the 
latter attacked Ethoola« According to this decision, Bvx^isn 
firms and organisations were obliged to deposit the amounts 
they owed to"Italian real and legal persons into a special 
account oDftncd. for that purpose in the hank of.England, Tne 
amounts, entered served as a fcrra of guarantee of receipt by 
the British firms and Institutions of the commercial and 
financial debts owed them by Italy. The sane compulsory 
clearing ms  Introduced in Italy in 193b  relative to Great 
Britain and other countries which took part in the .sanctions. 

Bilateral, trilateral, and. multilateral clearings are 
based on voluntary agreements between the respective countries. 
Differing from a bilateral clearing, In which the accounting 
for -mutual claims and obligations takes place only between 
th* two countries, in trilateral and multilateral clearing, 
this method is applied with regard to three or more couiiurj.es 
which have concluded atr>ong themselves the appropriate agree- 
ments. In practice, trilateral clearings are found most^ 
oi't»n 3n the form of agreements between three countries wo 
tr* effect that indebtedness created in the-"clearing accounts 
between two countries nay be liquidated through the active 
balance of the account which the debtor country has withjäie 
third country taking part In the trilateral agreement. The 
European Payments union, which existed in the years 195>0-19i>8, 
serves as an example of multilateral clearing.  . 

The most Important clearing account issues irtuch are 
usually stipulated in international P^en^^^en'f?'ü!vf *i 
1) the technical system of carrying the aeeounts_2) ^ ex- 
tent' of the transactions for which payments shouio take pierce 
thSourb Clearing; 3) the currency of the clearing accountsr 
JHSS B^BtSol'regulating the Glance of payments in the 
clearing accounts and of liquidating indebtedness which may 
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accumulate in the clearing «ccgunt*i  5)J insurance pf clear- 
äße- accounts against risk of currency äe«evaluateon and. to)    \ 
payment of interest on clearing indebtedness. 

«WetPBi of 'Managing Clearing Accounts 
frSTTta point of view pf the system ex  ioat^g-nfe ciear    t 

in* accounts,   present-day Intergovernmental clearing aey be      • 
dilldcd into clearing «finased by.the single-account system 
arc«  mwinr managed by the ßouble-aecotmt; system,     .in  tne    . 
SnglelicSofent syltem/ the clearing accounts are carriea JD 
tb* bar* of only one of the countries concluding K  payment 
a^reoaent.    In the dcrable-account Byste»,   !f clearing !~ 
accounts are carried in the bank accounts of  both counts. 6 ^ f mar;aeing clearing accounts is a matter 
of te^?i«4 if the mt'Sl «editing of both parties exists, 
?LvS    ifth    ataetico of auch crediting,  It takes on a do- 
f?SlS to«omi; meaning.     In  that case    the fingie;account 

.'    „,.♦.,- *^ a r-Y-i vi1eff'ad posits on the country m «men 
?rr'c?4rIng1c?oSnts irllaErlea and in an unprivileged posi- 
ii'is #* ei-aJine partner.    Importers and debtors of toe 
;Ct Ltrvl      able to liquidate their trade and oredle 
ohU««Snibv ^positing in their a« ««JJ*™* *n *f* J^K1* 
°,J    ,° t ," ^-V-A ott^r /»wjr.tT'v-the amounts they &«e.    Aacwmua- 

^-^-t^TT,-    *-h* ff^nt^niT of credit to tn«? c&uüuy is.>fc.«   w«- economical!},   «*«*-  gr*ni,*ng «~   c.     x thcs?, hanrt.   the  country1 

dear^ni? accounts are located.    On trie etriw   tauu,   ^ fr«^f»a 
JT      tr v  £C-  ,I«H^ ■flcnunts are not. carried will fee tcrcco 
iS SJt^^t fe- älmSSro? obligations of itB% importers and 
Sy?5^x* ti WJ Swt of insufficient funds in her clearing 
Sec-n-   Iu4^t? another in gold or in freely wnj«rti*ie 
J^?*"^      Such an unequal auction does not exist if ibe 
«l^iw are  carried on by the double-account ^tem      xu 
ll*\~£»    both'aides are in the  aa^e  situation ano ™* **> 
^anit^on the clearing accounts,   debtors as weil as credit«. 

to «^h^ftrl      lnstitution8 in which thn ape.iei clearing 
,.4 AT.- «t;i^d ar^ for the most part the central  (rsa-   . 

accounts are ^*xca ^r    *^.  "   cowtrlee.    In certain coun- 
tionsl) tanas of tne re^jJ^*^:'j£J Seated for ttaia purpose tries special clearing institution** ara c.*wnu i«      , 

SlI^lii^TliSint issues  stipulated In clearing a- 
„*****tie nation of the extent of trade and other 

ti' 
c 
1 
be carried as casniesp,- uy Ju^""^^.ir;;-  rv(s-1    be ln the 
tione.    On all other operations,   p«j£nena> »a\c w 
usual exchange of currency.   _       -A„P«nm.*»ntal peYffent agreements 

SLh the JuSrSS Spül «» «no«--r an« «p.«.. connooled 
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bx^/SÄ SSpfS&t 5S5ffii.!nÄ^aSSTSSjaec. 
^rin?v o-eratfops in foreign trade, but also payments .in 
S?W iJ-S£u2d ei4ent operltlöne (technical aid, various 
sSJieSs, liquidation of cor™erc"Jal and financial toots, and 
other accounts of-a' non-trade'*iatuffs.) a ■ _ 

?hs basic significance of intergovernmental oi.ear.lug 
accounts JB' thai* connection with the current exchange ox 
loods between countries. Present-«** clearing agreesm,ts „ . 
f?? often directly connected with the agreements or. the ex-' 
äanpi of f?oods concluded among tb< respective countries, 
Sich proscribe the mutual delivery of specific goods. In 
ÄÜhoKs? agreements on the exchange of goods and payments 
are contained in one document. In »J^* c*Jfc!'Jf^fS for 
agreements are concluded for the exchange of good., and 101 

ciearing acccunts    concludlng agreements on the exchange 
of ^ood? and parents which deal with the mutual delivery of 
?oods and the'cleaSng method of accounting for these good* 
KSSe SideBppead in the capitalist f^^ries lamedia^ly 
£ Tiws«n. «flifi «sr TT  The conclusion of such agie-wiBcriw _ 
£"bA^ouf b/the «Lr,3io, of th. sphere of currency 
:? trlctions on the one hadn, and governmental ^pla-.Acn oi 

forei-f trade by way of export and import Uoenaeß on wir* 
ither! whiSh; in itS turn, «as caused by the■shaprening oi 
the general crisis of capitalism«   . • 

C^J||B|^^S^fflav be oerplad as followB;x) in the. 
wvt iS^^v of eech of the countries concluding tne cxear- 
local currency ox Jf^£ °%",renö,r of one 0f these countries; ing agreement; 2.) in the «urf re/ oi o clearing 
or JJ j.r» tne OUi~:^ ,  .  ...  MJWkncv of one of tne coun- 

?^c4äud?^ 

o^l2d.    in ££ 2parity of clearing agreements between 
^nltali*t countries,  the accounts are carried in each of the 
JtSrtJiJ^iihlchaio party to the agreement in its xocal 
JZrir^T    In Special cases, where a clearing currency is 
aSo adSpfd? thf currency of a third country,. for example 

-^^It^fe'^aOTlfFcc^^icli of DaymentB by the yart- 
„,„ in

A;hriie2rlri icLunta cannot,  for a number of reasons, 

«entfl in clearing accounts can be caused totally t>*   wn- _ 
following 



a By the action of- seasonal factors» as a result of 
which certain gcodo can he replied only during part of th^ 

■W^T- and not eou&llv during the ntbole year; -'.'-'v. 
yea.  ana r'°J e^ different  type of goods ^supplied one another 
by the .countries 'concluding the payment agreements. J» «*; 
amoie.-if one country provides the other with finished goods 
which it haa in warehouses,   such as certain raw materials 

do      predict^  and the'other country »«PP*1«^^- 
Sith finished goods and machines which require some timo to 

foduee;.    By failure,   through the fault of ™ ?****£?*' 
"to honor contracts for the delivery of gooas prescribed xn  j- 
the trade a|™te;  and fw the ^^      of g0ods 

as prescribed in tL contracts concluded with the firms and 

h S Si    oSaeÄ^ 
fore of accounting is adopted, wita payment ^ ^; fJJ^J 

p?2*1 °L*??i?l B»"oa of Sine after its receipt by the 

whope Q"ooös are paid ior oy tae  i««-1-1'-     %*» J-W.«*- ^ <■-■  Aomn3ete 
ha?r an credit balance in clearing,  even It  therel    compietc 
duality in the costs of the goods supplied one another 101 
the Ei™ period of time. of ^        tB wp actual 

e^lit^o^g l-^a^ra^fxSl 2TÄ&S for-" 
another,   can also be caused b^a a^«JP  Sf on? of the parties 

ra*i£ÄrSn£5'°?- ™l0Sel SS«0*!?«».; loo,,. 
t0 tte SSÄn    e of t,e |alan«Jin s^f?ic™*Ä 
mentß brought about b*. various c^a cso. j  tmittng credit . . 
will not, however, mean, that one country i«. &£.HUl,J-l.b . 
to .the other.      ■ ■ .  b rte 6f the balance of payment© 

In all ,caB,es, olsuuroa. Cv o. "«•    havin« a credit in clearing aooounta »eans t^t the ogntx> **™|   ^^ 
balanCMih StSa S^U balance? In ae much as many clearing 
try, which has a ä^£ *™J£* reemP11ts on the exchange of agreements are connected wltn fS^üui^b     ^  goods, the 
goods, prescribing^^^J^^^^T^^äXo,tlon 
.^T^^rZi^^^^  other goods in a larger 
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«lantlty'than tt received foiUit,  i.e.,  it has given rea. 
Credit to tha ether.    The clearing method of accounts,  If    I 
it <B not to serve &fr a mesas of attending credit,  can oper- 
ate^" successfully' only with the existence of relative equality 
Qf-iwtaal   payments over specified perlode of tima,  i.e.,  by 
SquSltJ of the balance of payments on the operations encom- 
passed by'this clearing.' .'.,•■ ■_   ___n<.-4no> .■■ P            However,  in.certain, clearing agreements the L^^S?' 
of credit on clearing takes place consciously.   .«Jj**?;Ja 

Sir II    mutual short-term crediting «as done intentionally     . 
~SrcaoitSiS coSntke, on the *a?is of clearing agreements(-. 
was characteristic of (treat Britain,  France, Belgium,  The 
motherlands.- Switzerland; Sweden and Argentina.   - , " K@th      In practice,  even'those clearing agrea^nt j iftion Jo 
not prescribe in advance en allowance for credit by the covn   . 
tries to one another,  there usually is a oerfcaxJ in^ian^e . 
iÄal coring w~»t. daring the <•» the «~™J,£d in force    which is not regarded as &- violation in  „ne naxanot. 
o? paySents      This perilslibie.limit of indebtedness in clear- 
^aSLunts ia usually called ^^S^I^SLl^U- 
credit,    The establishment of aucb credit is a matwr ©*  {£n 

!^Sw    as It is difficult to assure, daily balance in the 
£rt£l cleans payments.    Certain deviations are i^vltabXe 
&'* to the seasonal and.other causes Elvfn above,    ^camouni; 
ST technical credit depends,  all things being equal,  on the 
"™,n+ of «Eood3 exchanged during a apeclile period.     I&i 
SSSil iaSS^ th. clearing imitations therefore    ir,^ 

■■«na«-«4«ff-   *»ittpnd credit to one another, wnieh itadk.es pcssi»ie 
th?Ä o! SoSSiuo O. exporter, even «her, there is a 

: «htT>4-&fre of funds In the. clearing accounts, . ...ilM- ShOT- ^spiS the fact that capitalist «"^»jS^'S* 
to regulate the balance of .payments in °learlnS/"^P" J2- 
liBtMni the issuance of licensee for the export aud iapoi* 
ofÄ HtLoea violations in the wm*rt»^f^ I«; 
*noS of »avments are unavoidable in eapitaxisT, ccro.nvj-j.es> u* 
oaS« VS chaotic development of ?^io™lc«t™e*n« 
+-V« *\/»^rt«^t-* ■^•HT'ltlnc from it.    In connection *urn ■w*x»f 

äade!g4nt importance is attached to the y»»«™ «* 
I* ,J^?n; thÄ balance of payments in clearing account*.      .    t 

' equi*x TS «-he**■Morltv of lnter-«ov9miwn1»l currenoy and 
rlea-lJaSSeSÄtS it Ta r^eeribecl that periodically (each 
SilJS? 55If war    or year),  or 'at. 1B convenient, meetings 

1 tafc PlKf of representatives of the countries to re- 
SS* tte tofUl^nt oAatual deliveries of goo s an   t 
Situs of the' balance of payments.    In ^ of these agree 
wrote,   the representatives are obliged to P»«"J- £° Slmina- 
governaents r*oon»n<tatlons on wasuras neoe»a** J^1™ 

, !e non-deliveries which have been noted and to equalise tne 
-balance of payments in the clearing account. ^ 
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In order to eliminate compulsory credit, some oler.r- 
iFg agreements stipulate an Obligation for «* «f^ff a^Jrf?' 
in the clear ins; account to liquidate, on demand 01 tfts creditor 
country, with gold or convertible foreign exchange, tfte accumu- 
lated Indebtedness In excess of the amount of'the technical 
credit, 'It would be wrong, however, to regard these stipula- 
tions in the agreements as merely some sort of fine or ior- 
felture -for violating the equilibrium of parents in the cleai- 
inJ account. For, putting aside the fact that in concluoing 
cllsringSgieementc, the partners Bometimss Intend in advance 
tb Sav for part of the goods supplied them, in convertible ^ 
ct^JJrf  the obligation to convert the debit balance «ay, r 
SiSme"conSltiom5: help to develop .the Stenge of goo« 
between the respective countries.  As a result °J th**' J£; ■ 
creditor can continue to deliver, goods to the toot or country 
wiXou? an apprehension of its clearing account reserves 
Sing frozen!' However, the opposite ID not«ff^^i X^.„ 
the t the debtor country, not wanting to spend_ito cuxxency re 
serve; wm strive to curtail ito buying In the creditor 

countr,      uquidation of indebtedness in clearing accounts, 
mwnt-Say mter-governnental currency-clearing may be aWx- 
de? Into tio types? l) purely clearing agreements, or agree- 
mertf Stn ncn~convertible debit balances, ^^Jf^aceountf 
the liquidation of indebtedness^ created In faring;e*

cS? 3e- 
during the tirue the agreement I; in force is «Jj^teu y oe 
positing in the clearing account the amounts gainsff^ ■ 
Belling goods and other operations *™^**%lL%££^\f* ■ 
but not in gold or foreign currency; a»J ^) olejring-^ym-..t 
!lop^nt^ or agreements with a convertible debit h<u.rfnee, 
wl™&a£s"S debtor country to settle «»*£»«£•», 
^* ** v»-e S«'<!PTI dtirins? ■ the time the agreement xs in ui^.«»« 
XiÄ exc.edf tSo^ISSrlbod technical credit, hy raeans of 
aneicharge of gold and S?»vcrtible omjonoy. 

Gold orjCto;^n^v_Cl^ 

iS^N^M? In^ne event of . change in par ig or 

World War II --If including In clearing agreements a gold or 
currencyclause relative to a debit balance.. »aso .anses 
^r,^i«fA +•>-»+• in the event of devaluation or a a*cp>n we 
™otÄon orfceSftL clearing currency shouXd automatically 
SrrecoSpu?el%!t the Ba«e ratio" at which the change in gold 
parity or the official exenange rate of the respective cur 
rencv took place. ■ .  ■ , ■ '■ 

rh^reinsr Interest on Clearing. AccoimtB 

clearinfaooKnt. are in principle J^^^'±f^^lon 
after .World Mar II, when credit was Oxten exuflJti. a. 
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with clearing» there was prescribed in some clearing agree~ 
■■' merits the charging of interest on the amount of indebtedness 
.in 'the"clearing accounts which exceeded the limit of tech- 
nical credit. 

"Ä^£öß£ients on Kutua3^£xoten^<>_£fMCur^eno^' 
I*'s£Hse£ilHE^^ clearing agree- 

ments are those on the mutual exchange of currencies/ Such 
'agreements became' ■ vfla©spread after World War IX,'. especiallyj- 
in the operation of the international accounts of Groat 
Britain; France, Belgium- End other countries;- On the basis 
of these agreements the central hanks ©fissue of the res- 
pective ceoritries, acting in the name of their governments* 
-obligated themselves to sell to ens another at the exchange 
raterestablished?'by the'agreement, the currency of their 
country for the currency of the/contractor country in sattl- • 
ing -'for goods-and" services mutually supplied. Ste&se agree- 
ments for the most part prescribed a certain limit of 
/indebtedness' in the accounts or technical credit,■ excess of 
which the debtor country is obliged to pay with gold or 
freely ' convertible currency for further buying of .currency of 
.the creditor country. A means of limiting this indebtedness 
to & more'-or-less definite- amount I& sometimes effected by 
'extending short-tern? credit* usually unilaterallyi by one" of 
the countries-which have■concluded the currency-exchange agree- 
ment. Agreements on the nutu&l exchange of currencies are 
formally deprived of certain marks of inter-governmental 
currency-clear ins agreements., but in essence they lead to 
the' same goal of accounting for mutual claims'and obligations 
Its foreign trade and other operations encompassed by it 
:without the necessity of actually exchanging currency or.gold. 

HiI diffusion of clearing "in international accounting 
brought about a contraction in the 'sphere of nail trilateral 

- trade and the development in the exchange- of goods by bi- 
lateral "channels. The majority of clearing concerns" bi- 
lateral trade agreements. 

:    'The' conclusion between two countries of Inter-govern- t 
■ mental clearing agree\nanta facilitates, the exchange of .goods 
between these countries snd may» therefore, bring about a. 
decrease- in trad® with third, countries having no auch agree- 
ment with the given country. Therefore, the widening of 
the clearing method of international accounting'is not in 
the interest of third countries, especially of countries 
"with "a freely convertible currency, 

The system of currency restrictions and the clearing 
■method of international accounting has served anrt may serve 
"l-ti certain cases, for Wee European and other capitalist 
countries, ae a certain barrier against the economic expatM 
si on of US monopolies In the markets of the economically 
weaker countries. It nakea possible the regulation of the 
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., ^-..^  «-wMefi ftfd the limitation parent ^Xa.oe^o:   the« ooaotri | a^.h^ ^ 
of operations leaixnfe to x,n- «?*■ t th    runng 

'   ! ■ ,£\SPS$1?ZrS& Sn1uch°e"tuSbo-' fight against 
oSSSng igS^ntrSa the currency liltatlor. »ich 
brought them about. 

* '   during Agreements in mJ^B^^^M^^^ V 

As Btatea ahove    clearing is the haai^go^of^ 
tematlonal ac^untlng tetjeen ^ ^^les Mttle ac; 
socialise camp.    In as awen a» ££"*■ lptter became.the counts among thejseivesny clearly   the  xat,      SoolallBt       ■ 
basic method of international «<,couut;ib& 

world market, ä,«'I«I.IHPI in form and technique, Despite certain sinixla^ilies xn . cui» BOcialist 
clearing of the accosts betwjen ^untria. cf the ^ 
camp are basically aiffeJjnt xn ^e|^L 
meaning from capitalist cle«riv P-°«-^        one of the forms 

Clearing re^egntax^-^«^ and ^cfc    „ 
which arose xn capitalist law-«^        conditions of socialist 
feining It*    outward eJ^!?:5'wV?h J*« content and changes 
production relations,  is^tli? i-« ?So tiais of the fast-   ' 
its functions,*%*%*f^£-gad?Äver of countries 
frowing proouctive ana ^^^ ZAwß when in the capitalist 

vorld clearing arose vxtb the  «"J°* results of the 
Btrlotionu and was,   ^«J^'.JeSrin/in the accounting rental crisis of capitalism,   «J^rint, ^ r        in the gjöu^^c-A r,*-.» «.„j 4-he^ socialist countries,  «*<*. «■'* _   .   A 
at^^i^Cthe^oSSSteieE between t^eives,  la not a 
cäSSrä? forn, of Intex-national ««™*^craoieBf  as in 

In the countries ox  the pcop£-»* lnce foreign 
the USSR,  there are «o jurrenoy^te*e£o.s    J^.   ^^ 
trade is conducted  öy th * 8^*£ n;ith this,  the earne govern- 
to restrict itself,     in ^n^°"Slieatiotj of ensuring de- 
ments take upon themselves  ^ *^    the-risk of not 
finite deliveries of goods»    fJ;e£f^Be of currency re- 
fcing ahle to use export --^^gllst coußtrteB,  is 
st^ictions —■ as nippen" ll1 

ab'cent here. ^srli^ as. a Method of interna- 
At the same ti^e, ^tte^ng mutual claims and op- 

tional accounting, te jo "J^*/eliminate the neoes- 
ligations between countries J""2-cv iB the most suitable 
Üty of payments in Bjld or cur.^^ «en countries having 
^^^ie^0«e"^«taS monopoly over forexgn       , 
&lann©d ecönOßiicw on-* & 
trade. 
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the compataMlity of the cleaning form of accounting 
with' the nature of mutual relations-"between socialist coun- 
tries is conditioned fcy the fact, that foreign trade and the 
payments arising therefrom are carried out in the socialist 
countries not-by private enterprises acting -Independently 
*cf one another, but by governments as united economic or- 
ganizations-, the owners of the goods exchanged. Clearing 
"'Accounts under these conditions are, then, "basically accounts 
between united (in the parson of their respective socialist 
governments}-producers. -Through clearing, the prices of^the 
mutually delivered goods is computed. This makes possible 
timel? measures for the equalisation In the balance of pay- 
ments in these accounts which, In principle, should he in 
euqillbrium. '■..',,••>'' 

Differing from the capitalist countries, in vihicn 
international accounting reflects upon Itself the atago- 
n'istic contradictions of the capitalist economy, accounts , 
between the USSR and the countries of the socialist camp, ■ 
developed under socialist economic conditions, are not sub- 
ject to these contradictions and serve the 'strengthening ol 
economic eoooeration of these countries, which iß äirecpa 
toward the general stimulation of their economies ana tue 
building of socialism and communism. ,  . 

The basis of the clearing accounts in foreign traae 
of the üssR with-countries of the people's democracies, Is  _ 
the:  actual supply of goods. These deliveries are preseerioea 
in special lists which are the basic part ol agreements( on 
the exchange of goods and Daymenta or of trade agreements 
and the protocols fcassd on them -which are signed yearly. 
iih<» economic content of the aforementioned lists are mutually 
agreed upon plans for the exchange of goods between the 
contracting barties for the specified period of time. The 
p?&n?for the exchange of goods are directly connected with 
the national economic plans of the respective councries. 

Lately, with the development of economic cooperation 
between the USSR and the countries of the .people»a democra- 
cies, "a new stage has been reached due to the conclusion 
aSong almost all European countries of the peopled democra- 
cies of long-term (mostly for 5 rears) trade agreements. 
Se transition to long-term trade .agreements became possible 
after the countries of the socialist camp began toestablish 
^rtLctive plans of development-for their national economies. 

"    Th<* t'riojz in of foreign-trade exchange plans and. tne 
acfountW connected -with them with the national economic 
nl^i ione of the basic differences between the agreements 
on the^exchan^e of goods and payments between the USSR and tne 
SScÄief Countries from similar W"™***^«^^** 
countries. In the latter, foreign trade and *£* "J0*"^;* a 
connected with it are conducted for the most part b* individual 
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^»n-Rii-t enterprises, which are not subordinated to any 
S2|S!;£ifeS JS-nlS z*& «* th**etm *&&* to «» met*»-    ■ 
tiSne of the «J***;     ^      th    governments of the capitalist 
countriaS which conclude" agre^eKtB «* the «<*»»g« of goods    . 
and pSen?s have no-means of guarantying the Jeliveiy 01 
those ioods tö the other country aa pre scribe a bj  tafc ^ 
JgroLfntl tait «erely obligate  tfaftiwelj« witaB t£ it-its 
of their competence to assist in these  deliveries parti/       ^ 
tiv issuinp* export licenses. „.■«.*.,»       t~ 
^ 1"-Bn,ffe;i.iF from this,Blearing accounts frstaeentae 
«cm and thi "mm tries of■ the socialist oamc are based on 
SS o^««n?S.    B» gowra».*. of the Be £<»**£*» » 

proocte as preacriBea xn  cat  xi^t».    x« w »-«MRUst 
international accounting anons c?unwJe9^ *^f

8?d""" 
camp reflect in themselves th-3 planned nature ox  Urn,, 

r-r*** 1- thJ foreign trade of the USSR with the countries of 
SS pe^le <s democSoles, as well as clearing ™*B ajong 
iteBfcSuntrieB themsolvc;, they ^f^^^^i re ac- 
Jf the' double-account system♦ B| ^r^l«g ^^t^lity 
counte ir* the *«jkB of both ^'££*;iJft

Böeöunt8 is guaranteed, 
of the f f^*/^^ ßfcatfc ?? - 
national hanks of the ^spectiye countries of  v^saeia 1st 
ceao opon for one another jpecxa 1  (elJ«^ and ^SSohaBing 
which,  in each of the J^f ^«^^f |f tS teade and 
organisations äff^It fe f"^ JSiStrv for the goods or supply  organizations of the oiner counw, 
»ervioes delivered. ■: Ä,ÄÄ*.-*-.- <„'iiaw of a new form of 

As a result of the aöopaoB in 1955 Jrd payable on 
accounting - the ^""SSr^Ji^StS 5? thf Socialist 
present.by the ^«i^J^rSt^JJeiSnt System has under- countrlea,  the clearing account ^mge^nL    ., 
gone certain ototje«  (eee gJJ^^;i;wnfc agreements be- 

*Jn i?op^,5 iaiiSliS oonrlries the clearing.account tweerrthe UcvSR-ana sacifiiibv c^ui-v* f 0« .jroorts delivered 
encompassed the following:    1)  ^l'£L*£  JC0°- 

P 
trie «   t©. ©ires place through fljj^jf'    .hgt tte,0Ugh Clearing 

This is explained *7,%***<*  »tat tiuo « fche 

accounts for the -current «^g* ^f^SE to the socialist liGuitotion of credits extended oy th. Ufab.t - &s ^ 

ÄS & Slan^Ä ele,ri,g,J 
?or SSn-trade payments,  is also effected. 



Differing from the clearing.accounts of the USSR 
with almost all capitalist countries, which are carried in 
foreign currency, accounts of the USSR with the countries of 

■this socialst camp are only in ruble?.- The ruble is not only 
the accounting unit for clearing, but also the currency in 
which the price of goods supplied on the basis of trade 
agreements and payment agreements concluded between the 
USSR and the mentioned countries are established. 
I The' Soviet ruble. whioh has by law a definite gold u 
content, and which, in the accounts of the USSR with the  , 
countries of the socialist camp, possesses buying power of 
the corresponding amount of gold on the world market, be- 
came the tool of international accounting not only of the 
USSR with the socialist countries, but also the tool of 
international accounting among these countries. 

The ruble in international currency relations between 
countries of the world system of socialism 1B the medium of 
international accounting not only in the sphere of foreign- 
trade, but also in the sphere of credit relations and non- 
trade payments. • ■.',■' 

There are singularities also in the system ior regu- 
lating the balance of payments in clearing accounts among 
the USSR and the countries of the socialist camp. Agreements 

■on the. exchange of goods and payments, and the trade relations 
between these countries are built on the principle of equal- 
ity of mutual payments by a certain date, usually by the end 
ofl the year. Manifests — which are plsns for mutual de- 
liveries — are compiled with the calculation that for 
certain periods of time equality in the value of mutual ce- 
ll veries should be achieved. The possibility of effecting 
this equelitv is based in the USSR, as well as in the^coun- 
trjes of the people's democracies, on the planned administra- 
tion of the national economy as a whole and in foreign trade 

Vn as much as the delivery dates and corresponding 
payments may not coincide for various reasons shown above, 
as' -well as a result of a possible disproportion in the ful- 
fillment of plans and for technical and other reasons, there 
is established in the agreements of the USSR with ehe  cotm-  . 
tries of the socialist camp'— and in the agreements with 
capitalist countries — a definite permissible period of 
inelebtedness of the partners in the clearing accounts Itech- 
nical credit), which is not regarded as a violation of the 
equality of payments. The amount of this technical credit 
is dependent on the amount of goods exchanged for the 
given period. ' '■ •' 

Exceeding the amount of technical credit means re- 
ceiving short-term credit from the clearing partner. In 
connection with this, there is foreseen in the majority ofj 
agreements the- charging of interest (2#-annually) on the 
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r 
kmoün't of balance in the Clearing account over the tech- 

nics cre^xv^ öifferln,5 fr0;ra the agreements .with c&pifcalist 
"onntriss',' technical credit does not have a limit oayond 
JÄ th* creditor country haa the right to demand frim  the 
Xbto- country licpidation of its indebtedness^ in tne account 
Site Jold or free'currency, During the tine *nen tm  ree; 
D-^t^ve plans for the delivery of goods are in f^«h .tK: , 
liiht ioPdeiKand payment. In gold or currency of i^ff ;fQ^f h 
in cleanup accounts cxcaeding the technical credit ^ not 
Junulated in the clearing agreements in foree kt« ^ , 
msk  end the socialist countries. Therefore, the fe^iOut« 
agreements are the non-convertlble-balanoe type of ciewing, 
elcludlSg, Surinfthe time they are ir force, paymant* in 

the 
fe Under the condition of long-term trade agreewnts 
with the" European countries of the people «a ^ocracics, 
bal^-ncino- of payments in.the -clearing account i.*» t« D& a« 
K^eä 2y he'eS of each calender year these agreements 
prescribe in snecial protocols the mutual balancing of -pods 
dStwloc at annual intervals. In balancing these ael*- 
ve-'es' account is also taken of goods which are to i* 
rtev-^nrUqiidS;^ o? oriii!.' and of the a collate d 
indebtedness in certain payments. By the conditxo»»  of Jac 
agreements now in force, the indebtedness in clearing ac- 
K aecwulatea by the end of the year is *° to ^x*>;•;?*, 
; C debtor country by additional delivereis of gooas during 
tk nrstttoee months of the following year  In practice, 
Sra^rajnt between the partners, the aeoucuXatcd ^ndebt^- 
nJs* usually is carried over in the clearing account to the 

f0ll0Wlleycleiring method of accounting permits the Soviet 
TM.-V, eid'thcoountrleu of the socialist camp to clear -o- 
;;:";■;„ I;.--,. on<» another without payment of gold or furexga 
^2:;:c:  VhaVr to this development, goods exchftcgeci be- 
££-« ttU* do hoi ^eet with obstacles because of a lack ol 
_r;\r  ^«.4« currency which causes in tne capiralifai 
«SÄ to Sterbt or curtail the p^hase of goods and 
II-""l\,.,-f-«i*t'+*-!» ■'rtfndPd türm over of goods, - 
to cux-taii thc^^J^JSt economy, «3th its anarchy of pro- 
. „..  ":; 4-i- rolln- element of tne market, tnese advan- 
?^S-°Sf ?-e Sl4SinSö«thc5 of accounting can not be wffi- 
i?Sn--»v riäliSM  B^arinn witn^s to this are the prolonged 
tvt  freouent disturbances of the eepiXxoriuia of the t-1«»^ 
S niwn^ in the clearing accounts between tm  capitalist 
^«?5Kt" %MU lead to curtailment of trade DecauBö of 
?S newsiny S? Spending the insufficient reserves of gold 

^Ö fre?4ifaSfpayment agreements of the USSR «ith the 
countries of th* socialist camp are built, at present, 

i 
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rhasically en a bilateral basis. However,. It Is desirable _, 
*to widen this basis in order to use the advantages of'multi- 
lateral trade. A certain broadening of the bilateral basis 
already exists in the agreements of the 'USSR with certain 
socialist countries, in which it is stipulated that the 
debit balance accumulated in the clearing accounts to the 
benefit of one of the countries could be used by it -•* under 
conditions of the agreements between the interested countries 
— for liquidation of clearing indebtedness created in the 
accounts of the third country. 

The planned exchange of goods in trade relations of 
the USSR with countries of the socialist camp and the estab- 
lishment öf the accounts arising from this exchange of 
goods on the basis of clearing agreements, make»? it possible 
to take advantage — for the purpose of broadening the -ex- 
change of goods between these countries ~- of the multi- 
lateral clearing account system'« ... 

A prototype of such a system of multilateral trade 
and accounting were the trilateral [sic] trade agreements 
concluded 29 June 1949 between the Soviet union, Poland, 
Finland, and Chechoslovakia [See note]. These trilateral  ■ 
agreements, which included one capitalist country, Finland, 
prescribed'definite deliveries of goods between indicated 

'.'countries above the contingents established In .previously 
"concluded bilateral trade agreements. The multilateral form 
of accounting has become' widely used .only in these estab- 
lished supplementary deliveries-of goods; 

{[Note;] Sea "Signing of the Trilateral Trade Agree- 
ments between the USSR, Poland, Finland,, and Chechoslovakia,' 
Pravda, 5 July 19-+9.) 
. -.—— ^ accordance -with these agreements, Finland obligated 

''herself to sunply the'Soviet Union Mith standardized houses, 
saw-timber, small craft, and other goods tc the amount of 
100 million rubles. The Soviet Union obligated itself to 

' supply 80 million rubles of food, stuffs to Poland and 20 
million rubles of food stuffs to Czechoslovakia., for a total 
of 100 million rubles. Poland obligated itself to deliver 
to Finland agricultural machinery.and industrial goods 
worth 20 million rubles.' 

,  '   Accounting for these deliveries took place in rubles, 
iby way' of entering the mutual claims and obligations of theh- 
coUatr'ieß which "conlcuded the agreement. 

These agreements, whose'accounting organisation has 
undergone some changes, were in force for a number of years 

' and have facilitated the exchange of goods between the parti- 
cipating countries. , 

The practice of trilateral accounting is also'used at 
present in the payment agreements between the.USSR, Burma, 
and Czechoslovakia.: 
L     The broader economic ties between the countries of J 



tl» socialist camp ^^^if S^öf t^naeS ofSSfttf international accounting beew&en cue tu o.i  une  ita&j.- 
lateral

TSee2TB?li of'multilateral accounting for  the mutual Tne'  sf°_ !.^ ^n^Hnn*.  in foreign trade ana other 

?S?S"SS%5li*« o?"pa^ts wit, «oh particular count.,- as 
J1?.:,; w.th bilateral clearing accounts. 
13  ^   In June 1957 there «3 concluded betwaen the »» 
)M EuriSe»  countries of the P"ftl^S°eieai"S      Onthe 2" * ™ tk. organization of a mulUletardl oieaij.i.„. *_ 

1.1« tSThX™ce of" ^J with each^rtloular counts as 

Is th 

fntVS' orcanization of a ««»^j;™XjSXBiS5;  in'tfi 
basis of this agreement ^t?!L ®S, '   "  '" Stai --—*.*-" •**. 

chs * 
the iiven countries ^W^/^^rSis'romXateral 
1 protocol, on the technique oi  ^^in, this v    ^  ^ 
compensation was slgnea by theJ^P^^wTy 195T  [gee note] 
banks of the participating °™^J «SH  [State Bank USSR*, 

([Hotes] ^S^^M^^ Financial 
Hosoow,   GosfinizQSt   i&ta.e  JuDi^rauö n 
Literature],   1957,   J51«88^7^?«lateral   clearing concluded The agreement on the mulU.xau.rBx c.^.«      ^ u 
'v   1QR7Vttfeen the countries of the people  s f-f^ft^Z: xi-  W(  D--GV-tu  u, ,   pieaririÄ agreements existing Vept in force the bilateral, cwui w-6 «e, 
between those  countries. , „nmr^nsati on — based on 

•       ■   The object of mltilateral compeJ|5^6^:sumfö determined 
tbe agreement mentioned. --Is the »anfaie^ M^ 
br watital agreement which are not kg;^f s^arate sums 
lateral clearing ajo.öuut;  the ^«*"tf t0 *the accounts of 
fro» the account of ^ji^jL^^Snt of the interested 
multilateral clearing jHb jhe ^^^ offered by one country 
/-»<->•,»f,tr»'* es j  ana accounting J-WJ.  a.»,y  & 
t:;"oth«r participating countries. ft r_ 

r3ms.  multilateral clearing is,   »^ ^    v      .-»       . . 
.t^t)?      the bilateral clearing accounts vhlvh «ox ,n 
f ^ "SSSVoS S' S2iS5 "f Ä^ Win ^capitalist 
international^** Is ^«»^^iSti«, tft&j 
countries as a tool in the pianr^i      »        the purpose of 
„utusl exchange of goods «nd P»*»-^1   ltleä between them 

Sf Ärfnf tÄloiVoJ .oolali» and co^inf... 

4      Payment AsreetrentsJetweaDjheJSSRj^^ 
Cpuntries 

' As^e pointed out -^^^J%^^"^t^ 
payment agreements with ^p"*1^* ^f Patriot ,ona%'ere 
in a number of these countries currency r.srrx f 

. Introduced which threatening the use xn tl»-c oourn: 
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?.e'oelDt« trat* Soviet exports ; A: 

Payment Agrumen tjL of MlM^^t^tJ^^^^^^ 

■p^r« +«, vo^id War-'ll* in the 'period 1932-1939». th® 
■Soviet iJnlco conceded oleSing-typa ^entagre^ents gth 
oSSeny, Greece, Turkey, Ruaanla, Poland, and certaxr. othei 

countries.     char£cter these agreement^ ^^?
pL^?f nr^4 

tith TdrVey and Greece, v*ere clearing agreements ox tne puvj 
t™ »tth nm -convertible 'balances and not prescribing the 
xSSttSce o? currency for wn«nt 'of lnfl*bt»d»s« in the 
Cl8ariB|ie clearing accosts of these agreements > **£jj,0f. 
the aftre«n»nt with Turkey, were oyrrled xn t

h« Jjjf «4" ■ 
oSint syatem In the countries with which tte « Peotl*e  . 
agreements «ere concluded. ^ff^Jf **H Sfcl these 
slate Bank USSR in the central ij^^f ^>Ö^S Sere opSneu 
countries. In «««any, ^ J«^*^^^^ Jeiel tank». 
not In the central bank, ml  in sxj p v ;1L„ 4r^)nts were 

By agreement with »»toy, the clearing *;^.f<££**- 
conducted in the double-account syatem. The ^f^J l08^ 
tlSnSf tti-WSR «aa tta« Foreign »* ^* ?*£; ^S' aPG 

IQVJ o^od! a Fpeoial olace wa& occupied fey the agreement. 
19.59 Pertf *„tnr In^ ftr.;«t F^it&ln, wbich formed part of ■between the 03dR and &reat »*x^r?'.v!''t ««,,«+-r»w r»f 16 February the temporary trade agreement with that country of lb Fearuaiy 
1934' Thi» agreement «as neither a clearing agreeawt nor 
a payment agreement in the usual meaning of ^^«  It^ 

©s follows: in 193** J-tl.7. w Ap» *■./•-»* 
in 1937, 1:2J *nd afterward, l:-.•*•   <  w3th-whom the' clear- 

ing Oreat Britain, the OS, ana jra^t, currencies 
.trade accounts wore carried In that perloa in      «n^tlM« 
-of the respective countries, «men were at        . .  ■-* 



World far II brooght ^^tfS'ftS §2*55JtaS.Ä- 
national trade and currency »1;««8 In ^   gnß increased  , 
tries. Daring World Wa.^ JX, ^ren,%syint turnover. At 
and embracea the ^fc^^""^S^piriioipating in the, war 

issuing. ,    ,, T„,_ A-s-nr-dient to rebuild the 
In these conditions, It jae W£°J^ the respective 

trade and account relations of tnfe üj»R w-tn *    al egree 
capitalist ccntri« by ooneluding ^J^ ^^ ftgpeeBentB 
ments on the-exchange of. gooo» »-" £ foreign trade. . 
Conformed to the interests of Sort.*£ *™g*nlng of the Great 

During World War |x'jnt*i tne  fc bilateral agree- 
Patriotic War, the Soviet union ^j££tB «ith <*n coftrieE* 
ments on the^exchange of gooci.^    Juff0«lavia, Runama, 
including Bulgaria, Fj.nj.&n«, &vsje * , 

^eary^S?? ?aS?f distinction fro. f^^ltC^lf IT 
consisted" tneir toeing connect*^VÄS x| these 
Sided agreements on g^f'* SÜinJtS quantity or [>onj- " 
agreements taere was fo£J;£*-" * "arties to the agreement in- 
?£..y] amount of goods -whl®* S!^;^ a definite period of 
Undid to deliver to one another ouri»3 J leB agreed upon 
tin«, usually in one ivear,  The 6^a ts attached to 
between the partners were show in sepa- 
t-yXve■■ agreements. ' ',H4li, silvered- gooes were th    The accounts for ^tf'/ ThJ b-oadening of the clearly 
carried bY the clearing nftthod. Tne ^^eai J;rcufflBtaaee that 
Shoe of" aeoountlng was «^^^Sl difficult du ring 
accounting in c^ertiDit u« -  ;>       government of tunas 
*hJ w-r because of tne 0lo^-argi;

/
of enemy countries and 

if weeantb in US banks, not onxy of ^flUffiber of neutral 
thone occupied by ^™*!*' *a*f i|2i this constraint was 
fS^Ü;"«S«SS tÄS ?unS ,hich .ere in account, 
tn * *& wra^ar4X,oartxclf re,^f^^tr 
agreements on the exeWn&e oi *o   sclfl0 goods into the 
mlan net only ^e/^ t£V obligation of the other country 
other country, fJo

a
ft""uret?e delivery of these goods to 

to take measures ^l^ierly the obligation to issue 
the o'cher country, P^^^eapeotlve goods. 
Xicenses for the export <n tn~ ic-P of fchs   ,e 

in as anioh 3-^'L™L f^ Sre for the sovie 
ements on the 

to 
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'"' The legally unequal position df fch* parties arising 
from the single-aeoQunt system opened'only in Brlgaria, was- 
^removed" by the special decree of agreement to the banks of__ 
'each party, extending interest-free loans to one another. ..  ^ 

The currency in which the clearing accounts were c&rriea 
mz  either the local currency of the USSR's respective clear- ■. 
ing partner, or in US dollar's, , .»  ', i-■ 

In'the BSjorlty of payment agreements, the clearing 
method of accounting was rpplied only to payments for goods 
'delivered'and'expenses connected ^ith it. 

Many agreements stipulated an.equalization' of pay- 
men tP by both'parties In the clearing accounts at 3«month 
intervals. In almost all payment agreements there vias fore- 
seen definite llffiits of oermlßsiblö indebtedness in the 
clearing accounts, -In case the established limit was ex- 
ceeded the debtor'country was bound*' on the demand of tae ■ 
creditor country to liquidate the indebtedness* exceeding trie 
limSt with convertible currency or gold« ■ .  • 

The only agreement of c purely clearing type was cm 
one  or the exchange of goods and payments with Bulgaria. 

.'The' other.payment agreements were clearing agreements with 
'■convertible balances. •   ' ^ „    ..   , 

The treacherous attack ©f Hitler Germany on the Soyiec 
Un*on caused the suspension of USSR trade relations with al- 
most all the cpaitalist countries of Europe with whom were 
concluded agreements or,'the exchange of goods and p&ymoncs. 

The ioods which the Soviet union succeeded In oatain- 
. inr during the Patristic War in certain countries by way of 
ordinary commercial purchases, «sere paid for with convertible 

"The clearing method of accounting was applied during 
the Patriotic War only to the exchange of goods between the 
Soviet Union end Great Britain-and Iran. ^ 

Or/the basis of the agreement on the delivery ox goods, 
credit, and payments which the USSR concluded with Great 
Britain on 16 August 1$>*H, the accounts on the raatusl delivery 
of poods were carried by the clearing method. 

- "    The Soviet union's balance of Indebtedness in these ac- 
counts vies liquidated, by the conditions of the agreement, 
partly with cash and partly through the credit wnich tne USöR 

■ obtained from Great Britain.   
Th» agreement on payments with Great Britain pre-  ( 

isoribed'the single-account system. A clearing account was p. 
•owned for the State Bank IJSSE In the Bank of England. In 
tii«?' clearing were carried all paytn.en.tB on the 'exchange of 
Roods between the two countries, as well as payments for in- 
terest and the liquidation of indebtedness from financial 
credit extended to the Soviet Union by Great Britain in 
vn6      Tn addition, by agreement between the two banks, pay- 
ments on other"accounts could 8lso be carried in the clearing. 
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'   F*1 stlritf Pa*rment AgreeiiföntsJfötween^J^JJSS^ 
JL*l Jean?-* ** yj «»■ *. a {  .       *»    r^^fi^- i...;h^-^c.»JMMi^.i ^frAg^-»-"»*^^ i«»—™»- 

r      ■     After-the end. of World Mar II,   the trade  ties with   '■ 
Eurooean capitalist countries,  interrupted during the. wax, 
iZ^HnmA and the number of countries on other continents 
with whom the Soviet' Union entered into economic relations 
increased greatly«    This *ade necessary conclusion wich  Jieue 
countries of trade agreements which prescribed not or, 1*  the 
conditions of trade but also the methods of payments on 
goods e^2g^        t by the soviet "üßlon even after^ the-era 
o^ the mr of' bilateral" method* of trade ana accoutring 
vith the* capitalist countries me caused by a ^™^f 
disorganization of International trade and. international 
currency relations of the capitalist world. tJl        fo* regulated system of foreign trade and tne quan- 
iHr^MVP'I5iriNations on imports introduced during 'ene war 
rSSel if riefte a greater or lesser degree  In almost 
all capitrlist countries.     The  currency ^striui^on* In 
Joipirfrtraae existing prior to the Mar and in te« 
Ir'^diVd restrictions in Great Britain and, in the ^Jo^f 
Smother capitalist countries during *te war.  oontinueo 
in force in many countries even after its end.     In« ur-Ui,it 
riss of capitalist currencies,   the artifIdaIx I  of then 
Station prj^s,   the discrepancy in their buying power,  and 
^r:';rc

:ic   "n?latlo'n in the capitalist countries hindered 
ttl ^t^sh^nt of multilateral international account;. 
tu.  'cf^^;^tence ln almoflt sil capitalist countries oA 

currercv'restrictions has nade it impossible for toe Soviet 
Sri-vV in the  tiT>et Years after the war,  to adopt xn track, 
irl'c'o^   Äthihe majority of countries that system of ac- 
cosine whoee indlBpensIble  condition is ^n^JJ^J^/* 
.„-^„PV      Fow»ver,  in the past lew years,  tne aligns ae. 
™~i f; wrt? FntoDeBii  capitalist countries of currency 
?^?;?ctionSf the"nSoductlon of convertible currency account, 
If:,rt;itB"ta-'n in 194?.  and in ether countries m   cn^labi 
?er -ars    art the  creation of the European Payments union 
iS^Ä'&äU conditions for^^tal« «panelon^ 
♦•ratje ana accounts out a lös. the ilniiu ci   o-i'Ui..Ui 

j ■*■" r      r^rLv» -*- ^rtiint-l*'«* oavHient agreements-of a   - 
non-c^Ling Sture,  «hich prescribe accounting In currents 
b"lns if ^MsÄk Britain ana a nu»ber of other 

in ix.„eiuj^   *^      /.mmtrlps -- »ranee,   the Federal rie- 
West European capitalist  «unixi^o        ^Jherianda,  Sweden, 
public of Gernianyltaxy Beigiaw,   th    introduced convert!« 
Itenmark,   Norway, Fxnletna,  ana ^^w" 3> 

.94... 



billty of their currencies for- current accounts in,the Opera- 
tions of foreigners. 'This  meant the revocation of the cur- 
rency^-rest'rlotions in foreign trade existing In .those .coun- 
tries'for foreign real and legal persons, and made it possible 
for the latter to convert freely the export -receipts and other 
sums due them in bank accounts into US dollars and other fully 
of partially convertible currencies. 

The establishment- of partial convertibility of .the 
currencies of countries mentioned above makes it possible bo 
conduct foreign trade and the resulting accounting with the 
respective countries on a multilateral basis. In this con- 
nection, some of the above mentioned countries might be 
interested In turning away from bilateral trade end the 
clearing method of accounting and go over to multilateral 
accounting and trade, For this reason» the currency relations 
of" the USSR with various capitalist countries are org&niaeci 
differentially., depending on the currency policy existing in 
one or another country. 

Prom this point of view can be distinguished at pre- 
sent the following varieties of international currency rela- 
tions of the USSR with various groups of capitalist countries: 

'  1, Accounts with the-US, Switzerland, Canada, end 
countries of the dollar zone  are carried out at present,:as 
before, in the freely convertible currencies of those coun- 
tries, i.e., into US dollars, Swiss franca, Canadian dollars, 
and others. 

2. Accounts with Great Britain, the Federal Republic 
of Germany, and Italy (with whom at present the Soviet Union 
has no clearing agreements) have been carried from 1939 In 
the partially convertible currencies cf these countries, 
i.e., British pounds sterling, West German marks, and Italian 
liras. The currencies of these countries can be converted 
freely In foreign accounts for current operations in US 
dollars, Swiss francs, Canadian dollars, and other partially 
convertible currencies, and used for payments in the US and 
in other third countries. 

■3. Accounts with countries with whom the Soviet Union 
has concluded clearing agreements, but whose currencies have 
now become partially convertible (Belgium, The Netherlands, 
Sweden, Norway, Denmark/' Prance, and Austria) -will be conducted 
as'.'long as these agreements remain in force, by the clearlng- 
jaceount method. .. T"  • 

4. Accounts with those capitalist countries which con- 
tinue to maintain currency restrictions and limitations^ of 
•their currencies and with whom the USSR has concluded clear- 
ing agreements, are conducted through clearing. In April 
1959, 13 capitalist countries belonged to this group. 

5, Accounts with countries having currency restric- 
tions, with whom the USSR has concluded non-clearing payment 

j       .'       ■ —J 
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agreements,  were carried to the end of 1958 In convertible-, 
British pounds sterling,    Japan,. Indonesia,   Fajisttw,   Oe/*ob, 
Sudan,  and Irao).    From 1959. British pound» eSerliaß, -in    . 
which these account a were carried, "became a partiali? con- 

vertlM| ^™2Sts with other capitalist countries wittrwhom 
the USSB has concluded natther clearing nor other P?yj»nu 
„e^ewents,  ara carried in separate transactions,  either in 
cI^ertiÄ Srreneies of ttalid countries or fey way of jo-pan- 
eational transactions^«^-in certain oase*,  in  the exceed 
.currencies of these countries» 

By the middle of 1959 there Herein force tha following 
ri--vr-«n? asreeiaonts between the USSR and capitalist cowries 
äncfuSfd ifii form either of trade and f•^e?t agreemente   . 
H°      L form of 8pedal payment agreements: with Swecen, 
5^v    ienS^? FiSand,  Iceland,  the Belgium^xemoourg 
B^oSaio Äii'cm/the Netherlands    «f^y,  Orjece,  Jranoj, 
Afer-a'-sista«, Burma,-Argentina,  Austria, Egypw, and Syria 
trfftbftS}7LebLo-n    India,  ftsniBla,  and Morocco.    Until 
iSd there tas in force a clearing agreement with Italy. 
FPOCG: ' ÜA R. ■—-United Arab Republic] on./l1f,m Uu        Ai^np witb-the peculiarities which reflect th& specifics 
c^ the eJorw and currency situation of the respective coutj- 
t;t; ! Ihfat^e mentioned Wee^ntB have many ?«^ft^

ürM 

'   t I conditions for *iqaiaatinfc 
iPdeftteS^B which tea accwmlated in the eleariBg accounts 
i?wt Sli'c^eaJitMr agreements' concluded between the USSR and 
^v^fit cofmtrlSs after the mv are clej|riB5„jiith^OD^r- 
???t Ü?-r>cS      to the tesis of these a^eeientj indebtedness 
fr^frST? founts exceeding a certain toit  I technical 
in ^-a liouidated fey the debtor country d^S 
tre tire She agree^eut is in force „ith freely convertible 
rSrr-nc^   Jr gold.    An exception was the fomerly e*£B£«| curi-nt^_ JA  £*- ■   nTSeseF,t; ap-reeraents with Lebanon, 
agreement with xtaiy «nd the P;C»**J}; "*    R^rion of the OAIt ■ 
!s?r,c.?ri: p£isf KASANS;^g«? »^^ 
S%-S«^ or gold Xing the tin« the wree-nt. «. In 
foros-   ttan'-e.\ arm» th» time the slearioe «1» the Egyptian 

account syote» in the National A.iik °: J^"-. benqul- 

five l5c  ol theCl££e»Ut! tta. currency in****»»» 1, 
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liquidated with deliveries of goods.) ~■» 
In clearing agreements with convertible balances, the 

provision prescribing''the- procedure' and conditions for con- 
verting indebtedness in clearing accounts is .■•essential. 
From the point of view of conversion conditions, the clearing 

.■accounts of the USSR with .capitalist countries 'can foe divided 
into two kinds: a) agreements in which the creditor country 
is'given unconditional right to demand at anytime from the 
debtor country the liquidation of indebtedness to her exceed- 
ing the established limit Kith convertible currency or gold; . 
b) agreements which prescribe the obligation of the debtor 
country to liquidate this indebtedness with convertible cur- 
rency or gold only under certain conditions, in. particular, 
in the event the debtor fails, within the'time limit sent 

.in the agreement, to liquidate the indebtedness with de- 
liveries of goods. ' ... 

The difference between clearing agreements with uncon- 
ditional and conditional conversion is that under uncondi- 
tional conversion, the parties have the right to"demand the 
immediate liquidation of clearing indebtedness exceeding the 
prescribed limit,.but under conditional conversion they can 
demand It only when this indebtedness will not be eliminated 
during the specified time'limit (for exampl'y 6 months) with 
deliveries of goods and entries of payments on the clearing 
account for other operations. 

'The USSR's convertible-balance ■ clearing agreements now 
in force, those with Finland, Denmark,■ Greece and Syria, are 
conditional-conversion clearing. A£l other USSR convertible- 
balance clearing agreements with capitalist countries are 
unconditional-conversion clearings. 

Of the 'two various conditions for the conversion of 
indebtedness accumulated in the clearing accounts, only the 
unconditional-conversion clearing fully guarantees the in- 
terests of the creditor country, giving her the opportunity 
of changing at any time the balance accumulated to her "bene- 
fit into convertible currency or gold and use it for payments 
in other countries. 

The necessity of prescribing in the clearing agree- 
ments with capitalist countries the conversion of the clearing 
balance of indebtedness into convertible currency or gold, Is 
"(caused by the fact that the governments of the BO countries ] 
cannot fully guarantee fulfillment of the deliveries pre- 
scribed in the agreements«  These deliveries are made by 
'private capitalist enterprises acting at their own hazard 
and risk., and are not subordinated to any plan. The govern- 
ments of"the capitalist countries usually obligate themselves 
only to issue licenses for the import and export of the goods 
listed on the.-manifests, and to take, within the limits of 
the competence, other possible measures of assistance for 
the fulfillment of de 11 verleaccording 'to agreements. 
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- «* dtetuaWc. of tue .^"J 5ÄSSSaf of- * 
aceom^can he W result^J^^^Si&i in the lists 
foreign'firms to buy  tn* £W~c.  g-       ^ &s a re3ult of 
of the agreements on the ?*°?;*"e* „i * ts with eeparate prir 
?be impoSsibillty of *"££*£* "o^ieeaVIe the condition      v 
vate firms for the d«Uvery o*  gooj.«        vlolatlon by tbö*e 
are unacceptable,  ?* ae a *e*-        ;  ™j ^p^tAve goods 

on" already concluded co^**° gently ^re certain.Vest-Kuro- 
There have been caws r-oe ^|, J 1naln? elröles of. tne 

pean countries, wider ^fXViSÄ f«*&> te3do ?lth  ** 
US, have serried cm a policy °-   ^g^ cgm0 and have for- 
TOSR and the ?««jtrieB ol  tW «*jaxjjt    ^^ trtnWlctlonl> 

* In connection wich thxa,  j£: ;JJ*     c.wiated in it« 
try to d«*rt oo^sio« of th« *•£«u |«^fer 0f GOR 
fa^or in the clearing acpouytt),^      ^ ^^ n 

tible currency or goxd,  *£ j£t
cl

the w«lsery e*edUin8 of 
indisoensatole guarantee äJ»«■*-"»»        , .        v ■'«.'■'■ 
another country.. v      „|*|* maköö it.possible for 

The existence of such a ^f?p-fi6i from the principle 
,,,ch ,iaes to permit a  certain ^££ ^vlng to ttöTWert 
r/r eauality of mutua.t PJÄJ™/  *;"cy each tiae. 
the to&lance into convertible £^^ft~e»»*nts the equaiija- 

Under «on-convertlba-e-DHxan^ afi^ fi6COant6 takes 
-*on o^ the balance of pay merit a ij^*  - 0 ly through 
Sice Wing the tlf the agreementJ^—C

on thJ «change 
tie silvery of goods.    ^VSfw t£ Soviet Union with 
cf i anS payments oonclutf* JW^    J %he rlgfct 0f the 
SpÄiist countries there 18 P^c;aeu 0*r,dltions, 
«realtor country to ^Bcouanue    uudf untU the ejuill- 

l*&?^Van*& "e^ ^aM pep-nt* con- 
iVuaed by the USSR and Sweden. concern the  system 

•   -'UÖ      The  «tipuiatlon« ejpl&If±^'ln peering accounts 
for regulating the glance    .P^      aiwedntnts are in 
.5S*In« the time  the respective  Pjf ^reetentB,  reflation   ,_ 

-i?ö«ce:    After the cessation oA   toe a.       ^ ttUaj,lne ae        , 
of the indebtedness fcblJ» ^ ^ fo:Höwir,g wsy.     lwe 
counts tates Plw«' " JtSi"ioiti^ to eccept entries in 
central banks °* *™ *'^ transaction *hiob ^e öj ci^;d 
the clearing accoant& un £-«» - f      e and efx«wt the 
Xif'rir the time the agreement *»^ - Jf    after closing curing  w*  " ^rt0„*.« to the creaj. «ex» .     ^ 1 -?v-.ri«*"ht-*d- 
ySHnSSSn--  fSr thece  tranBaotion»; ^^fQf otiB of the 

S»** ?B left in the clearing account xu t«\*~  ^ 
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'oat-ties.-then the debtor country Is obliged, on demand of ^ 
tS cJeditor country, to liquidate immediately, with con- , 
wtille cS^enoy or gold, the entire balance and not rtereiy 
the amount'exceeding the prescribed credit Halt. 

By their technical structure all USSR clearing agree- 
ments with capitalist countries now in force, except the 
agreements with Egypt and India, are based on Uie aoutue- 
account system« ~These clearing accounts are carried in t«e 
USSR as well as in the countries with Whom the respaotiw 
eKreements were concluded» The clearing institution in the 
USSR is the State Bank USSR and in the .countries trtX*$«**■■ 
the payment agreements were concluded, the central (,.atiouai; 
banks of these countries or, sometimes, special clafti.ajus-.n- 
Btitutions BB, for exunple, in-Italy ^Jf ?^%^f' 

The State Bank USSR and the central ban* or special 
clearing institution of the other country open special ac- 
counts for one another through which are carried aU trans- 
actions hetzen the tue countries for operations encompassed 
by the given clearing agreement. 

The.Soviet clearing agreements with Egypu and India «re 
'brilt on tb> single-account system, carried' in the National 
Ba^ of si-Dt and in the Reserve Bank of 'India -respectively. 
Si unequal'position of the parties resul ^/l^nJ/^ 
account system is eliminated to a certain «ten, by the «fact 
that these banks extend to the State Bank USSR ...n terest »x..ree 
technical credit on the clearing.     .        ,(.r..,,,Vltlfc In the clearing agreements concluded among capitalist 
countries and, also in Soviet payment agreements concluded 

' pSor to wSrld War IX, payments from the clearing aooounGO 
exporters took place, as a rule, only in pese of there hji»| 
a surplus in the clearing account of the Dank which authorized 
iyment  In the absence of funds in the clearing account 
Sorters and creditors of the other country were forced Lo 
«ai<- rntll sufficient amounts were deposited in the account 
S thi importer; and del»tor8 of that country. Such delay 
ll  receiving the sums owed them forced the exporters to re- 
iVt  to hank credit and to charge off the interest on this 
^credit in the price of the goods. ri,«™ af  fon-trn 

In order to avoid an increase in the prices OJ. ioiuitgn 
,M.q ,±LCT this practice brought about/in the payment agree- 
Se??s oSäuäd bf the USSR after the war there is prescribed, 
t  a rule? that ail the sums owed to exporters and other ore- 
a^tcrS ihouid be paid out Mediately after being advised of 
rhe denoeit of the corresponding amounts in the clearing *c 
coun? of the other country, regardless of whether Jh«J 1- a 
surplus in the -clearing account. In rhe absence of saiiicient 
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of parent agreements of the ^?^"f ^courtSe^ w2re, as a 
concluded after the *a' *i^ef Jj^ ^eSSSnte concluded on 
rule, aiiwltaneouely ^neetedsf^^|LSSts the clearing me- 
i,ne eAcnctu^t; •*»„ t,     ^««r.rtY^'Wsari for üSVfiients on RltlCUBA ut. 
thod of accounting «f Pf^^^/^n^ted with the exchange 
liveries of gooaö and ic. «*£££- represent the minimal ex- 
of goods, These kind^/a^°f£u^r of functioning agree- 
tent of clearing. . H°*fv;r' " *JiS?re is extended outside 

th=> payments for gooas ex^^nü-J 
W"'"mw.  the agreement or, the exchange of ^aarSe/no, 
«nta «ith Sweden,  «hich ««rented in 1946    P^,«^.  ^ 
only paywmts through olearl.^^sooaaae^      pleats: 
expenses ootmeoted With the,,,  buUj. territory of the 
for transportation of the goodd-hro^ht ^ Swed,üh 

ssssris SSä; . * d-Iris^oSrtrKS-nioSn 
Smden. ,     ... ■ 4.V-,, Motherlands of 2 July 19^8* By the agree^nt with theNotberl-n pa^ents for 
the following are aoeounttd tMjugn      payrftSfltB for transpor- 

SSÄÄ^S ^«e^leSeen tie oentrai han« of 

the two countries.     ■. clearing agreements con- 
After World War xl,   In    ^ 7':   ^^ fce observed a 

cl,,iec, ktwon «P^iJSS/SS^Sf paymLS through clearing, 
t«-mSeor..y to carry a ^ff*/5£f g^-let Union tö «iden the ex- 
Thls f-^aeuay has permitted ^ J?rte£n

u
ltB agreements on 

tent of nayxonts carried in ?}^"* i^ß.    £n example Is payn^i.'^th varies ^pxtalißtoounoric^        R ^ e< 

the agreement concluded i« ^„^ thi clearing method of 
By the agreement witn *^^ ™      payments:     for goods; 

accounting «as extenaeJ^ith trade operations;  for sea 
■other payments connected with waat, ut Snd forwarding :... 

Hxi'e'r/and air transportation,  ana xor port and      ? ^ ^^ 

cervices;  for insurance *?* 5^r«£UsU for 'travel of a 
payment of interest s«d Ji i ^^ «p officlal delaga- 
'trade ana cultural nat»5e^ö

e^isBleB if the two countries 
tions;  for the upkeep jL:??n ?n P^nce;  transfer of pensions 
and of the USSR trade mission in **;",;*  f      non„. trade nature 
ISS private alimony;.and other Plained fr'om the sale of 
ftransfer of inner!tartoes «no luuu« b 

-90- > 



clean— property)^ g^ftl^hf'ePJnftf ?^Se«tB ttvtred by 

Sie? SaSe aM consuls representative; exPens,* *« 
trT«! for official purposes;  and other payments by agreement 

between the bang. ^ agMe«ntB,  *» J"^ "S^* 
rith Epypt.  It is stipulated ttat by agreement bet»u we 
SfJte latÄUSSR and the  central (national j. ban« *? «J^1"» 
?^i?tr??on of tSe other country,   the- clearing- method of ac- insuitution oi   o,ne °£" ^    t of payments among the 
SSSeHn adI5tiSnetoCtbcL indicated irrtet parent 

agreement^ t of tM pra0tice of long-term (3-5 years) 
t-rnd» Jw»°nts Slth a number of capitalist countries.  In trasö Ägrs,u«.iw «i"' « , «   :-J-W» r»iis»ar>inst 'method Cwltu 
whloh the accounts are carded *y ™V^fc;£lenir,g of t*» 
Finland, Austria, ana R™«ce), ^»J'^™S'g, «eaton- clearing «thoa of acoouncxng      Onrt..c othj^M ^ a 

^talE'Sthwh« the USSR ^s^ colluded clearing agr.e- 
Lots vith unconditional  conversion oi balances.    in ?«£~~ 
-&w with'this,  for the supplier country ^transactions    ■ 
HI eS^valent to Belling for free «ency Jf^fje 
short "period of tine the other country dees not '„over  „r.e 

.■"balance with deliveries ©f-goods. 

.    in the clearing agreements concluded ^^th!_lIfR 

•«d capitalist countries the currency of ciearinsJ:^/lL 
"ft ie    foreign currency. ' An exception IB the agreement vuth- 
A^indfJiSSrSlng to^hlch t^/^^^^/fonL-.Mother 
Soviet ruble, with an indication of its g^nnr    according t0 
^exception is the payment agreement with J*b*«^ *gc£a^ies 
which the clearing accounts are carried In the VooR in xutx 
and in Lebanon in Lebanese pounds sterling. ,»wnte<i a Searings carried in ^reign currencies can be divlaed 

-it» to those «hme currency is the national currency °* ™ 
coring partner and those which are carried In the currency 



: ÖCCÖ.! 

rf i  third country.    National■ currency Is prescribed in 
?L ol-aSn? ««ree^rnts of the USSR with Sweden,  Depmat^, 
KS?.ISV    ice!and7The Netherlands,  the jfelgiu»-Lu»moourg 

k:^raÄ^^ 
„ith B™.?"d

TI^Ste?- lPt foreKrn-trade organisations pay 

country, no matter In «hat curreney the eiearlne |j/tS goods 
and they also receive rubles form the St„te B~nkx | 
they sold to the- organizations and Ura,. oi other c 
Tn the saiB «ay are accounts carried in the ooun^ri-t. to. 
«"on thfDSSR has concluded clearing agreements. 

(national) tank or J*^* SS"^.°\S aSuntE en- 
feSo C7P? d^ut^nihlifto«! currency Into the currency 
SrS."lSJlngU..Unt. of the five, ^-«-1 
con^raM* L°oS^e Ä--t5      o -ency « fld, 
SfcSey in which clearing; accounts are carried I« * 
closed currency ibed ln the majority of clearing ac- 

If,  as -L& " I^i. «cfw iri* rxiiVtslist countries., 
counts  concluded between the ?^,.SScourts has  the right rtp crater nartner in the  clearing ac-~ourua -w,   u ^ 
S d^naconWon of the balance «ou^Utedin jt- Javcr 
into convertible currency °* f AX ^Vlhis convSrtibility 
^-^^Ä" he°Snf if Alan * exceeding the 
-Ä h,iS1  ^^^^ • 
llq.:id&-;r.or. w-.bh BJ" J; *J*|;£ Jor tbe goods supplied toy 

I, £3 JRieh as th« vrieto 10*   «« u,    oaywents may be 
the »gr^nent on the «change rfgojj and payt, ^ 
established in the contracts conclude üß_:^j        0rganl2a- 
foralpn-trade organizations and foreign J«»^-oth|r cur_ 
tions! not in  the  clearing curJ^J^ts^0Sded by the 
SSSS^hiViS^SeBoJ^b;i^fJra!foraf,hlch this currency 
So^dle converted "into the clearing currency, 

Tecjuilc^£redit_ 
"  '• ■■   "" ■ „ ,Hfv»->niiftHst countries are 

USSR'clearing ^^^"^..fP^/^Stlof the coun- 
the principle of equalit,  of [$^n?4$._year,     • 
the  clearing accounts tor oelin.,tc  i"d"   » based on 

tries in 

■iZ- 
Y' 



■yearly) periods of time,  ...       , ■ ..'■.'■■■ 
"In concluding clearing agreements *d.th'Individual: cösm- 

■ tries,' the Soviet union usually "has no intention of providing 
them credit in any form-; or of asking use' of their credit. 
The purpose of these agreements is to obtain, In exchange for ■, 
Soviet goods5 a definite amount of foreign goods. 

'•■■Short-term imbalances irr the balance'of payments in ■ 
the clearing accounts are inevitable for the many reasons 
shown above (see Section 2), principally- because it is im- 
possible to coordinate -the amounts and dates of mutual de» 

; liveries in such a way that the payments' of each of the' 
■partners should always equal the other's. 

"'-■For this:3peason> in the clearing agreements concludöd 
by the USSR with capitalist countries there ie prescribed B 
definite limit of indebtedness in the clearing accounts 
which ie not regarded'as a violation of the «quality of the 
balance of payments. Within the limits of the corresponding 
3uiount the-State Bank IJB3R and the central bank or clearing 

■'institution of the other courtry extend one another interest- 
j^--,gg cr©öit »■ 

'The amount of this technical credit ie jisuelly estab- 
lished' deodnditig ötv the amount of goods exchanged among the 
countries*which have concluded the given agreement, as well 
BB  in depanderee on the nature of the goods supplied by,thorn 
to one another and on other factors which could lead to a 
lapse1 in titoe' between the mutual deliveries of goods, 

In a rhimher of clearing agreements row irs force the 
amount of'technical credit is established cm  the following ■ 
se^i^'* - in the agreement with Sweden, et 500,000 Swedish 
krorm  or 385,000'rubles; with the Belgium-L«xer.itooux/S Econo- 
ric Union at 20 million Belgian francs or 600,OuO rublesj 
with the Netherlands, 2  million guilder or 2,105,000 rublesj 
r«'th Prance 15 w111/3 on OS dollars or 60 million ruDles; wxth 
Argentina', 11 million US dollars or ^ million rubles: with 
Afghanistan, 200,000"US dollars or 800,000 rubles; with   ' 
OrSecft"'1 million US dollars or 4 million rubles; with FtoJAnd, 
•60 million rubles; and others. _ 

Indebtedness in the clearing accounts exceeiug the 
established limit must be liquidated, by the debtor country 
durjnp- the time period indicated in the agreement. 
1 '   in the majority of payment agreements there ispre- ^ 
scribed a review by the representatives of both partxe*.of zoe 
fulfillment of mutual deliveries? ana toe balance 01 payouts 
inlhe clearing accounts. Such a review takes place at pre- 
vioulsy established periods (every three- months, six monc^j, 
n„ po convenient.■ in certain agreements it is esa^iis»G 
?hatMthrecitatives ehoulcfalsc recommend to their govern- 
ments measures necessary to reestablish the .equlliorium.of 



payments In the clearing accounts «hiohteve been disturbed 

ColoutinjLjntere^ 

the USSR and capitalist countries tnere As yxescrj.*£**•* 
charging of interest on indebtedneßs a0?^816^1^^^??^ 
ing accounts exceeding the established Ixmic.    11   ^e t^noe 

. Srtner, having the right to ^»d conversion^   .he balance. 
into convertible.:.currency or gold, refrains ±*c*^.zi credit 
JhlB rifrht. then it means that the partner has ex.ended credit 
to^thelehto; partner for the corresponding «nount.    **«; 

tenSn? °4 Stored*"B? as?eSenHetÄÄ'uSsR and cer~ . 
tain capitalist countries,2* annual interest j.t> charged 
tlilB indebtedness In clearing «J^™;-      di*or country to Receiving interest permits  vhe  creator coai,wy   < 
maintain ?S corresponding amounts J» J^^SSeSÄcy 
and not to domtnd their converBlon Into convcrUbleca^t y 
o* gold when there is no need for it.    Credit extenüea in 

, Z-   v~,« ACT+-«aVii I oViAfl in th^ agreement,   thoagn e\pitwo(-u nf - indebtedness est.aDii.snea J.W   W».I- c,^-•"•* J   .     .,„,      irj^sl 
?:  ;S1rDrooriafcft clearing currency  (ußu.ally ^n   .he  locaJ. 
r>r-rencv of the clearing  partner), may  DO i.„gu*u-u f„ndB c      ,     %    v,.  rirtt -»f* fh* creditor to conversion ~~ a..-, luncua 

^cSuSraiS SntfSr^aSteed against devaluation. 

-,-,- n™i'functioning of the clearing ^counts pre- 
^  ',   ,:,;!^, «i-pb-nitv 3n the clearing currency.    A.» a 

c r lfl TT n>A -?8r^ that the amounts in the cxearinö *o World fo$r II, trne «ang-^, LUAU u» J,-TS«1r,ri our-rencier;, would counts or' th,3 TJSSH,  represented iu.xoreign (.iLxcnuu, 
TOV  t-h,i5r value was not excluaeo. w,i„rt^ hptren -f -Vavoid this,  in the a^eer^jts concluded ^c«;eu 
W USSa and fapitalist^count^es    there   is a fecld of , 

elauee.    In the event ^^ii^^'r^e of Indebtedness 
■tha clearing cur-rency pr:^'J^J^fJj\-o be automatically 
accumulated in tho clearing ^^^  at the Bafe ratio 
nCXÄ°SÄ ?nAÄ or official rate of this cur- 

rency tookpla ^^ of the above mentioned .agreements,   the 

_i 
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gold clause serves as a means of ensuring the balanse from 
cle-evaluation. ■ ■■' V 

.■-'Rarer for this purpose Is the inclusion, not or a ,. 
cold,' tat' of a currency' (dollar}-, clause ,; 

" An example of a gold clause stipulated In the men- 
tioned agreements Is ths "text of the clause in the payment 
agreement concluded between the Soviet Union and tne Belgium- 
Luxeubourg Economic Union on 1^1 February 1948.     _ 

"If the parity of the Belgian franc (5o,2&3, fSb xfei- 
eian francs eauals one kilogram of pure gold) relative to 
»o^d should change, then the balance; accumulated In tne ac- 
counts described in Article 6 shall automatically change 
on the day of occurrence of said change of parity xn the 
same proportion as the change in parity»"       n„e1Vl,p 

• Due to its monopoly of foreign trade xt is possible 
for the Soviet Union to regulate its trade and the resulting 
accounts with the capitalist countries In such £ ******* 
avoid accumulation in the clearing accounts o. any inaeötea 
ne*i&  relative to'these countries. :■ ; ■ '-.n„ a ihe advisability of including gold or currency cieueea 
m * piemen ts on the exchange of goods and payments with 
C2PitaxSt o^Strl« was ellarly conflr^d daring the «gj de~ 
valuation of capitalist currencies in Septemuer 19+9. ™* 
devaluation wae effected, in part, xn all cap^talxai .oantix-B 
«ith whom the Soviet union had concluded cleatJ^;;Kt £?S« !;'ts . Tfre  to the gold and currency clauses the SuvieJ- union, 
Srh'har c4dit balances' in its clearing accounts with these 
Surtrie'  succeed in avoiding losses which would have been 
^avoiSbie'otSrwi^e a. a ras.lt of the devaluation of the 
currency of the countries mentioned. 3y the tcic.-oii.jc. 
SSS ana currency clauses « balances acca»lated in the 
Sr--nnni-« w<*r<3 recomputed either by raising une prxc-e ui &<-*« 
o^SJ racing the exchange rate of convertible currency in 
the currency of these countries.      WAnn-,d,5nce Mith the a «computation m. made 1«> aooe^noe «ich 
st' ™Ä. OK tSrSSarlng"£r££nt concluded between the 
Sip and France arter the French franc underwent a aevalua- 

a.n t-ti" WVV..UW wj.      «*,,«.,,,*-»■» ^ r^t^ne^s of rises in zns 
LEASES ■«u^.l.'i, » Xs -pointed out earlier, 
are a very rare occurrence» 

No£r£^^^^ 
ihe conclusion of parent agreements of a non-clearing 
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tv.p wlth the various capitalist countries was conditioned by 
til Ji-ht Ä,4fse 1r- these  coutitries of currency restric- 
tira and thek tuition to account» in   »tranafer •• ourren- 
SeS and,, lat**,   to accounts in currencies with partial convex- 
tlbil"fce «o*t eignifleant, of the agreenent. of thI« ■£* J*" 
tv.e 10*7 Savnent agreement-Kith Great »tt&ln.    On tue baaie 
S thi- a?rwnt/the Soviet Union HUB extended in Great 
Silt?ln the mt&i of  "transfer accountB» In pounas sterling 
Britain *|w 6»dWB- £;;      ....„., ln »ounds sterling xn tnes& 
in British banks    .H5r?f5^d freely tS the pound-sterling 
accounts coula be tr?nJfeir^* ;*e®i* •,««» >>ioc, as well as 
accounts of the cewntries of. the ßtsiUns^-j of 
to the accounts of ail other, ooar teJ*- J~"f countries »ade 
the right of  "transfer ™^s        ^^ge^Joant» in 
use of such accounts.    Balances *n t;J- ™-r ^    ely toy the USSR 
British pounöB sterling could oe con «.cd ^   _7 t 
into the currencies of other  caP.:L-a**^ .J      flol^s — as well 
^rS J|ÄÄ cfSSe SÄi^l^t^ of     . 

tM.-uphere of in.*rnajlonax £££;* hlch waB convertible 
BMrling,  turning itJn^nf4.p?ra; curreroles.    At the  saiae 
in/to a large number of ?^^^\tSiing could even be con- 
time in p«^^^"1^ S?i'n/thm fSr the latter on the 
^rS^^-^riiJtet in *i Ttrk and Zurich »ith BO« die- 
S-1p§)  on t£ offlcial^otatlon pric^ ^ ^ ^ 

« *£ ££ I S:anda   eW*$ft oLES'W 

te-r*,, V^V^rt concluded ^t«eon «he OSSR an« l«ly a^ 
,,-,c  o: ',.-57    f«.l|P-t^d« «;$»£*&•£ Itilian 11». 1th 

+* «ssr. «d the JJ«;«l*J*li c^*nÄi for; oW 

teUooaa in ac»«""*?.„lHJ?° ^^e «count.. In other eoun- 
freely to «afcke f^*'1??,   ~;?{-gnst currencies «1th the 
tries ana convert«* lritc allJ*P^-£^rs, and Swiss francs. 
«ceptlcn oi' U3 ^,ia^' °^f«.re conclude* «1th eose Trade-pa'/Hienx; agreement «^x^ .    . 
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capitalist countries .vhich prescribe .the carrying- of accounts 
between the USSR' and these countries in foreign trad© anel._ 

- operatlono- connected with it, directly in British pounds  • ■ 
sterling (in transferable accounts). Such agreements were 
concluded vith Indonesia» Japan., Ceylon, Iraq,and Sudan. 
After the conversion of the British pound sterling, at tne 
end of 1Q58, into a partially convertible currency for the 
accounts'öf foreigners, accounts -with these countries became 
accounts in partially convertible pounds stenine. 

Tne characteristic feature of non-clearing type pay- 
ment asreerents with the countries mentioned is that foraxgn- 
t^ade accounts of the USSR with these countries are- carried ■■ 
neither in the clearing' system nor in their national ^rren~ 
ciäs, but in the currency of a third country — British pounds 
Btarling - which became at the end of 19&6 a partially con- 
vertible currency for current accounts.       «•,**•»«*» r™~nd 

The  ehftmreove* at the end. of I9b3 of vhe British pound 
sfcerlIn* and the currencies of West European capitalist coun-- 
trie? (with the exception of those of Iceland, Spain, Greece, 
and Turkey) into convertible(for current operations) cur- 
rencies ir. the accounts of foreigners created e new condition 
in the international currency relations wltn these countries. 
BeJuse of the partial convertibility of their currencies, 
the"sphere of multilateral trade and accounting widened, 
Sch is in agreement with the foreign-trade interests of 
Se Ssl: In the event of a credit ^foreign^tradeDalance 
wl<-b one or another of those countries, the USSR could-use I u 
?or pSSeSt* in third countries when the balance of payments 
w?thl1hem war. not in its favor. The surplus Jfpoun« ster- 
ling resultsn«? frota a credit balance of payments w.ttn Great 
BritaintÄe, for example, converted into US dollars by 
1-hr- TmR and scent for purchases-of goods in the US.  Ire 
£»iMUt? oS^ltlUtilral account. eases «***•* TO^- 
' v.«.. «r. Gaol tailst fltooäs markets ior the USSR. 
vexing jg ^P«3^^ « luded clearing agreements witn «oat 
o* the counties which have established partial convertibility 
of tKi™encIeö (France the Beagi^Luxa.how Booncmio 
union, The Setherlands, Sweden, Denmar«, Norway, *lr.land, ana 
S-tria   W> introduction of partial convertibility of the 
tärre^es of thSS countries does-not by itself mean the 
£s£ti£Bof the agreements on bearing accosts  ^everthe^ 
h^<~»    ,mw,nffi *« >he cl*»ar3n/?' accounts in the carrcur.icit.vi u-; . -loss, amounts in onu t.*.~«*Aj.i»t= «*-"    u*ii« «-I„ **•  +-hp>w pv- 
tv „i , ™*,«+-THe»~ will be» freely convertible only li »»ney ex ■chese countries WXXA m- A*»5

"-* ~~     . .. AV/.j *„. ^.-u^ nnrv^s- 
*ee6 tl» li»« <**•<*»*«£ S£.

axSj5.Bt??ir™t 2x laaSd that 
ponding JS;™^- « ^It'jocl olSarLg accounts with 
some of -tnese coun^iAt-s» WXAX AVJ-W «„«„„v.?-*. in th*»lr nartiall ', m-^-n *«<4 ,,H n ««mt- to p"o over to accounts m W^IJ. H

ö1
 

1<-Uö*'' the USSR and will «ant to gc °v^-     th USSR lE deprived of 
convertible currencies. In JJ18^^«-* with the countries the possibility of using in the account with tnc, coantn-s» 
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tbft'rftwouiit of technical credit permitted in clearing,  i'o _, 
•ensure oavmenta on current f«feign-trade and. other opera- ■-.. 
tions, the State Bank OSSE «illiave to maintain in Its ' 
agential (korresponde«tekiy) .accounts in the .banks of these 
or other countries with whom if; has -no-clearing accounts 
sufficient reserves in the corresponding^ partially cotter-  • 
tjb^e currencies. In practice it will mean-the 'necessity of 
increasing the USSR's reserves of foreign convertible currency. 

'?he currencies'of West European capitalist e our? trier 
which, at'the"end of 1953 became convertible for current oper^ 
tiorjG, do not have sufficient stability. The  introduction oi 
convertibility was broucht about not  by P. basic improvement 
o* the economic and currency situation of ■ Great; Br^sm «na 
other countries/but by the action of temporary fasters. lins, 
for examole, Great Britain's balance of payments situation 
imnorved'ln the main as a result of the decrease xn prices 
of there* materials it imported as a result of the crisis, 
and because -it'received considerable foreign credits, lu 
is rot excludeü that with a. change in.the favorable eondx- 
tione on the capitalist world market, some oi the p<n n^i-.* 
c^rtible currencies could lose their value srd/or agin 
L-.r-,^ non-convertible currencies. For this reason, foreign- 
tr^ "organisations of the USSR auat take ^f*^^^ 
no^-.ib'io"'currency risks when concluding trade and eracUr, 
trPsa-.tlons in the currencies of the afcremertioned coun- 
tries and to adopt appropriate measures to preve:rc  tn^wi. 

10s135 
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CHAPTER VI 

TECHNIQUE OF 00KIJÜCT3K3 THE DSSS»S INTERHATIDHAL 
ACCODNTISa El THE STATE BANK 

In conformance with the USSR's currency legislation, based 
■on the principle of governmental monopoly of currency, the inter« 
nations,! accounts of the USSR are carried through the State Bank USSR 
and partially .through the Foreign Trade .Bank USSR. 

The international accounts 'of the USSR are carried at ths pres» 
out time fey the Stete Bank in the form of clearing accounts prescribed 
hf the clearing agreements concluded between the USSR and the respec- 
tive countries, as wall as in tfce form of ordinary bank drafts and 
transfers outside clearing, which take place through the agential 
accounts of the State Bank USSR in foreign hanks» 

The Majority of accounts carried outside clearing are carried 
by the State Bank through foreign banks which arc the correspondents 
[agents] of the State'Bank (or the Foreign Trade .Bank)» . Such corres- 
pondents exist in all foreign states with whom the Soviet Union main- 
tains trade relations or other forms of economic ties»' 

. The correspondents of the State Bank USSR end the Foreign Trade 
Bank are the largest end most solid banks of the respective countries» 
Principally, these banks are privet© conssserdial banks, but in some 
countries the agential authority of the State Bank for foreign-trade 
accounts is also conducted by the central (national) banks. 

For 'accounts carried outside clearing, transfers of foreign 
currency from the USSR abroad and from abroad to the USSR may take 
place either through ths State Bank's'agential accounts in foreign 
banks or ..through the .agential accounts of forsign banks in the State 
J-.I3J.J ,U.. e    J 

Foreign agential■accounts are current accounts of the 
banks of a given 'country, which are opened in 'tee banks of other 
countries for the purpose of fulfilling payment orders, transfers«- 

■letters of credit, commissions, bills of collections, and other orders 
placed by banks on one another* 

It is necessary to distinguish between agential accounts "NQS» 
troB '(our accounts) and sLoroB (their accounts)* From-the point of 
view of the State Bank U'SSH,, agential accounts "Kostro" are those 
accounts opened for the State Bank in foreign banks» Agential accounts 
"Loro" are those opened for foreign banks in the State Bank. From the 
point of view of the respective foreign banks« the State Bank's' "Kos- 
tro" agential accounts opened by it in those banks will, be "lore*' 
accounts to those banks f and the 8Lorott accounts opened in the State 
Bank by the foreign banks will, to the foreign banks, be ^Eostro" 
accounts. 
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Agential relations between the State Bank (or Foreign Trade 
Bank) "and foreign banks'can bo bilateral or unilateral. Agential 
relations have a bilateral character then tha foreign bank in vihxeh 
a* 'a^court. is onened for the State Bank, opens in. tern an agential 
account in the State Bank, Agential relations aro unilateral when 
an agential account is opened for the. State Bank USSR in the foreign 
barikt but the foreign bank has no'sich account in the State'Baruej. or» 
the foreign bark has an agential account in the State Bank but the 
lattef does not have such ah account in the foreign bank* 

In the countries with which the USSR has no clearing-typ* ' 
payment agreements» in the State Bank's agential accounts hNostrott 

in the foreign banks are deposited the amounts received in payniont 
for Soviet goods sola in'these coüßtrtas, as, wall as any other racne». 
tary aceraenents deposited to tha credit of Soviet foreign-trade 
organizations and. governmental institutions of the USSR in the res- 

pective country. ' i. ■, ! 

For the amount in foreign currency deposited in the■agennial , 
account "Mostro", the State Bank opens in foreign banks istter-of 
credit accounts and effects on order from foreign-trad«■ orgSttiaa- 
tfcns snd other Soviet economic organisations and institutions pay- 
ments to foreign suppliers for the goods purchased, from 'them,' pay- 
iTf-v.ts for trade and transportation expenses, for interest and 
liquation of credit obligations, -ae well' as effecting monetary 
"t^ansffirs of a non-trade nature from the USSR abroad» - 

.Some of the accounts for Soviet export and non-trade, operations 
mar also be cawled in agential accounts'MLoron opened in the State 
Eahk by foreign banks» Thus, when the foreign bank has an agential 
account in the State Bank, foreign buyers of Soviet export goods 
can open through the respective banks letter~of»credit accounts 
in the State Bank 1JSBB and can also effect through this bank other 
pa-vK-ants in favor of Soviet economic organizations and institutions* 
for' P-uir  m the "Lore* accounts» the State Bank can also'effect ■ 
pavn-eri. orders from foreign banks for non-trade operations.    _ 

In all css^s, in'order that a sufficient surplus be created 
^ the »Loro« account of a foreign bank in the State Bank, against 
which aecermi the State, Bank can effect orders frotn its foreign. 

' a^ent for letters tf« credit and transfers, it .Is necessary that the 
fo^i»n ban!'' first deposit the corraspending amount of foreign 
currency' in «ne or another "Nostro" account of the State, Bank In 
the given country. ' •' •■ ,   H   „ 

Thus, emn as regards carrying certain payments in a no*o 
account., the amount of foreign currency has first, to bo deposited In 
th^r^tTc« account abroad of one or another foreign agent of the 
Stete Bank. The accumulation of funds in the "Loro* accounts of 
foreign banks in the State Bank USSR may also arise ..-from deposits 
jin those accounts of foreign currency owed by Soviet buyers of 
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» foreign gooes, if,*^* ^+
pS^Ir'« «f «» Stato Baa* can te op*»* 

■    An apatiai *wf ^v^^t^0* the relativ» for »10» either in the cum««? of tfc« coohttj o.-; vr.e    t - „ 
bank or in the crar«w of a tiü»wg,   A     *£* d 
«ewont of a foreign bank to the Stewe i*n* üu^fc ^ 
either In rubles or in forai*» cirreacy.     ^ ftWiPri credit 

In erfer to ensu* pwwrteal parent «*£•*** ^C^ d„ 
ud trade oblation, f,So^,t eooa^or^atx^ ^1 

• tatloite. the State Bank fcjr?» ^iS^fo^cwr««»!«^   - 

T.ie ftttd -kept ty «, «Hort»" acewarte a* iore:,.gn 
«acies In it» safes, sx,a in *"**■•£ . ..   • Soviet üßiorv. 
toafcs for« Part öf tb* «u«ft^ ™f ^at««S of the USSR .re The forelfn-traae and c?edi. obll^atons a- 
expressed In rwieus foreign caxr«ic*e*    *ff*i? r£-£ ; 

■   Bakk USSR wsi aT»*m   *** «* *'• ^^ £fe +Soly **»Barw for 

S/SSr^a^^^fioie^ to ,eet Wg«t —*t oWl- 
■-..t4,.<.   lnthoaoearrsKoi.es. «nein* for the Etat« 

by the foreign central bwucs for th» State Bank, sro a .p- 

fra» «solar afa*i»l .«^     * ^.^ i5r «is raal arf legal 

per»« £ £• »f ^^» of lioountlng thrwh claartag Xs.ragart- 
fT^?StS £ the i»!   I» the absage °t a elMrfag aijrea- 

SotattÄat    a this CM», tha apprc-priata aaacamti^ «rtXX be 

■   «„vn   fV.waio'h the clearing accountc may^-take p-aeo o.^ uw^ww 

clSSS agreements mth the re^peoti^ eewntriee. 
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The agential relations of the USSR with foreign central 

bar-V-s as r*«ids clearing agreements Mtre, as a nie, a bilattrax 
StSe? as & almost all of the« agr^ents the double-account &ys- 

ten is used. dottble.aeoouat vetm the technique of cluing account- 
ing prescribed in the USSR's respective clearing agreements with 
catJätelist countries consistsef the following, 

" ' Sovie+ foreianp-trp.de and other economic organizations And ■ 
in-titutior./deposit the araounts the:;- owe to the firms» organise 
Sons, and institutions of the other country for goods ^.pplxed 
services rendered, sad for other operations encc^assed W t£gIVOB 

claarin* agreement in the special (clearing) accöönt 01 toe C£-J*^fi 
ban? of the otter country which has been opened In the btate Baal: U^Sft. 

In Turn Se amounts, owed to Soviet foreign-trado organizations 
-nd other eoTernmental organisations and institutions for goods sold, 
SS^rSÄ! «d/« other accenting encompassed by the exoar- 
in- are deposited by the foreign firms, organisations, insntetioas, 
tSd peSons L their cm' country, in the special (clearing) account 
opened"for the State Bank in the central bank of that country. The 
State Bank USSR and the corresponding foreign central bank _ 
rotify one another of all amounts which have been deposited in those 
•rr-rial (clearijig) accounts. After receiving such notilxeaoion the 
■^ -to Bank USSR and the corresponding foreign central bank or clear« 
tr.p institution immediately pay out in their aan currency tne amount* 
deposited in the other country to the enterprises, organizations, 
inkitvii^ns and parsons to whoa these .funds are awe.' 

T*-- t*chnic?l system of clearing accounts described is applies 
at present only to the USSR's accounts with the capitalist countries 
wttn whom bilateral clearing agreements were concludecu Wi«n tb© 
countries of the socialist camp, this system has undergone certain 
rharw *fter the introduction in 1955 of a now fom of accounting for 
4-It ari import transactions - the »bill of collection with umed- 
'sl-:- parent» fone. With this new form of accounting, the transfer 
o*'funds in clearing accounts begins in the central bank of the coun- 
try which has sold the goods, i*ea» the exporting country, and no- in 
the bank of the buyer (iaiport&i) country*' as in other forms or 
accounting« . •' ...... 

The cftntral -bank of the exportirg country pays . 
th* seller of the goods immediately after they have been presented 
tn~it, and debits ...that .  amount  to   the dearie account of _ 
tve bank of the huyev country, sending it the goods invoices together 
wUh tho Notification. ■ On receiving thea, the bank, of the bnyar ctfun- 
ti7 collects froa the buyer the amount paid out to tho seller by ehe 
bank of his country and credits the clearing account of the bank ox 
the seller country. Boring trade operations» the     > 
accounting connected with it is thus terminated, Tne paying out to 
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the seller is' effected bjr thfe bank of his eotiat'ry Independently 
of the' states of the 'clearing'aceotmt in the bank pi"., the buys* crrnn«* 
tiyi ,: 

Conducttug ibis accounting throunh special (clsariag) -nceounts 
does   ot'always iasans ■ however, that tba Slats Bank ceases using the 
services of its regular foreign agents, i*e.» the privat« oeimarcial 
baaiks of the    eeiuitry with which the clearing agreement was sorcl«.- 
d.@ti,    In a number of capitalist countries the central bank o? clear-» 
ln.g institution carrying' the specie.! (clearing) accounts does mot 
ordinaxlly deal with letters at credit, bills of collection, and 
other opomticas connected with s&rtrlciög fereigsvtraäe accounts* 
Fer this reason the State' Bank, despits-    the esristsnea of a clearing 
ggre-saest with a- giye« country* epens & letter-of-erödit aoestmt s,ad 
gives .... . bill«of-collection ai'/thörity »i to tfes e®ritr&l bank car- 
rying the clearing aceoonts, but to lie private   eossBeredal bASiks , 
which are its agents in the rsspsotiv© country«    In this cs.se» the 
State Bank, giving authority to the foreign agent-bank to open for 
the Stete Bank a let-fcer-of-credit account In favor of .the foreign ■' 
supplier of goods, credits     . its '' .•' special (clearing) 
account' &e the foreign contra! bank or clearing'institution, giving 
the latter- authority to repay the private ixmmraisl ►bank in which 
tho letter-of-credit account was opsneä all ase^rits that the latter 
will ps^r oat oa the basis of" this lattar-at-credit tc tfee sellers^ 

With bin-of-eollectimi authorisations» the primt© coiamei5« 
rial agent-bank deposit's the amounts received frssi collecting on 
invoices for goods in the special (clearing) account of the State 
Bank labich -was opeiüsd in the eent.rs.l'bank or clearing institution - 
of thfi respective cotmtiy. 

If a lettsr-o.f**c?edit account is opened by the priv&te for» 
©iga bsnk in tte State Bsak in Moscow then that bank is obliged to 
deposit the appropriate amount to the credit of Soviet economic 
crgsniKatiims-in the special (clearing) aoccrarit of the State Bank- 
is the central bank (or clearing iBstitutio») cf its ear»try. 

As regards clearing scoororbs with the" eo-'antries of the soc- 
ialist teamps in which cleaning institutioas are always the central 
banks of the respective countries»  such & situation, does not exist«    - 
Tbs cental baaks of ihefce countries are, as a rule,, the osUy h-mks 
of eliort-terai 'credit, servicing all for-öign-trado aeeoufeta,    For this' 
reason, bill-of-eolleot5.cn and lett^i^f-credit authorisations are 
given by the Siaio Bank 035a dirsdtly to the central banks of the ' 
countries of the socialist carap, 

lii certain capitalist yottntri^s with which the Soviet Union 
has Qom&wdefi clearing agreements» the1   possibility exiets of 
opening letter-of-erssdit 'accounts and of giving bill-of«collection. 
authorizations to ths central banks of these countries« 
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r Va*ow -pedal accoftS_for tjc a    o^ntxnj cf ^-^ 
*** do not pass thxo^h clearer ^g.    Su^tec^te are 
Baric ^i.^^.^ ^intB and credit,, receivable 
usual lv establishes ior xeii-cxir^ ,..-, 
and payable by the Soviet t'nitti. aCCWnts are »retires 

In addition t- this,  StiKPj-^entj -l   ace - w„ the 

estaWisbed for the accent i^o injjW ^^-^^ a better 

socialist countries,    bach ^;\j;^-^-   ,<rtir* pnd tie-in better 
neans of contain* the --^-^^1^ "non-trade accou.tr 
with the carRo shiments. ;^.f°^h tbe yorei<m Trade lank 
are conducted,-as indicated aso^, thxcu«* u. 'f ;^„n v^n,:R for 
rS3B? which m.irxtaiins afontial relation, w.lh ^^ 

this narsose. ' J# '    -,  „-■„„„ntinp »£-the 11SSK •■ 
The cornet of all ^ernatx^^^ -^     rf ^ 

thrown the State rank as «ell as ;f ^;t\rr>ort,nt   a4Vt,n- 
r.rr,.epc,r res^rces constitute two oi uic i >o,<, *       ■    +1^ff CT-.1 , cnttf  * ^ • ^r^ter- of internal onal aci-oiLiM ^ . 

[MOTE:    Chapter- VII is not Included 
ia this t»uslati0nej 
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CHAPTER Vm 

INTERNATIONAL CREDIT RELATIONS OF TEE 
USSR AFTER 2HE ..SECOND WORLD WAR" 

■1»      &3£y&J&*lgti<&e^ during 

After the victorious ending of the Great Patriotic 
Way, which resulted io the complete military destruction 
.of .Hitler, ßermacy and'imperialist Japan, there arose ba- 
fore the.people of the USSR the urgent p*»otl«9B'■ of speedy 
reconstructioa of the stricken araäö cf the country'and 
of rebuilding aad markedly raising production In iadufltsy 
ana agriculture«    Solving these problems vae'lMlgponeable 
for the further progress of the US3R toward' ooEaDuaism, x 

whiah had be sa IzvberruptdA by the'war. 
Iha treacherous attack of Hitler aernahy had in- 

flicted upon the Soviet economy heavy losses, which to- 
gether .vith war expgxidituz^s'auA tetrccrary losses fron 
Inaustry and agriculture in the occupied semes* ran te 
P9oOO billiea    ruble* •    The reeatablistaaeijt of this war- 
daaaged national econo&y reeuired expenditure of vast- re- 
sources, the alaa of which caa be Judged by the capital 
investment figures of the first post-war five year plan. 
Ihaahs to the advantages of a socialist eooDoaT and the 
economic vigor and Independence that it had attained, 
the USSR tr'&a able to eolve these problems with its OWE 

.resources»    Thefte capital 'lavasimeata were' mads' possible 
by accumulated surplus funds and the resources of the 
Soviet economy. 

However, this did act nean a r&fuaaX to make use 
of foreign resources in the form of iBporte of isduatrlal 
equipment and other products, when euoh import a could help 
itpe«d up the tempo of fulfillment of the goals set by the' 
5 year plan.    One condition which could favor a -narked 
increase in imports to the USSR after the war was foreign 
credits.    The Soviet government did not refuse foreign 

• tor* 
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*n*flltB OB acceptable term®, ertsaiderlne not o»Xj Its 

vÄ M*o tu fact that forelßü tie«,  to trade and «*•- 
5Ä    i«4V4m1 rkhts of th« coBtraoting partite», 

•h« Soviet «oTeraaent n«r«r ofcj*oted to fc«Ä*iSfe «so 
of forefe cSIift^ aaä im parUwOar, credit* froatbe 

Ewwr! t^SoJa.t Q&lon alwajft proceeded fro* t&« pre- 
SS. Sat \i/tl«s of the er edits jhojlfl aot bjj. a 
Mwoe character aria should not lead to the ©cc^ejie        . 
Sd ^IHitJl iialweiB«*. rf the debtor bf the orator 

B&gion.    fe1      atoa*tare of ITS eredlte to sp?ad up ®so» 
vrwii» reianstwtlor iß the D3SR Mewed lapessibJ.« as a 
rSJilt Sf the bwl'Satlai. ceadiilona that reactionary       . 
SSel** in th« US strove to iwpoe« «n borrow« couatriea. 
S5S their liiflwwo«. fareiffT credits b«oe»e one* of the 

rrSi..satärthe ***jj"«ti««g;; ;f s5l E? Sit«. •ihsir ees^omis and palltleal policies to  *hß latcrwroa 
(-.f th© financial oligarchy.of th© Xfe* 

After the Steond World War, with t*o*owj split 
itte tw ©aspg, the ruling elreljj of the. TO. who l«u 
^■e  isrc*rlsllet and antl-daaceratlc ©&Bps  ^-öpt«d aa 
«SrSirfT hast lie po.ltIOT toward thj *«J* **?»; 
«Avion aci flteod forth es a bulwartt J.f.f J^tf?nJ towd «hol« world.    Oa» «aalfeatatico of tals boat lilt*  tCHwrfe 
"{., «BB n« +,*»* »art of the «ovemK«a't ©*  the oa «#■-. 

?■- ttveiiwtloa» «md«? the'credit w«ca«nt of 15 
o'tebs- WÄ    «he credits were not fully ua»4 «p, he- 
2«Se in Diiiibir 1946, the TO Be*«aj«»t ™*™«*g* 
«tetmad th» BUPTAV of eattlpaent agreed «pan en I5 Oftt- 

faetatlcws of 08 hostility toward tue USSR »fere  Its  M-" 
ISrfSSJi. S th« 8<wi«t-Swediih negotiation» eonemü« 
t?r?Mr3uslo» of trade &M' credit ag?o«K«atfl "(the aln 
S t?2 TO bitog the disrupt ion of these jffMoo«*») «* 
the TO eoxlrmmnt'B r«wr.el*tlon öf th® Bwrlet-Aaeriean 

trade ^f|f|^ari^eat*B att«fft to ^ej«ot the 00«. 
■   «viMon of trrde an« credit ajpreeni0hts between th© LMM* 

Sa SdOB and to älTert Sired« fre* aay trade relations 
Jl?htSSo!?*Stolon failed«  ß«« m®t# #l5    FjT«rtht- 
!•;■. the Sites olreles of the US continued using pres» 
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r sure on Swedish Manufacturing and banking interests in order to 
disturb the normal course* of fa3 fUlment ef th«? a1.res.dy con« 
eluded credit agreement. [See Kioto] - 

([Kote:]   .Pravda, 3 'September 19^6,' 8The Question of 
SoTiet-S'wredish Trade Negations.B   Also,  f-A Swedish Kevsjpaper 
en the Interference öf the IS in USSR Trade Negations.".; 

(pot® #2'.] .Striving to.disrupt the eonoluslon 
,  toy Sweden of the trade and credit agreetieate with the 

Soviet Union th© government' of .the US .officially Inter- 
fered is the Soviet-Swedish trade-negotiations» dirdot- 
ing to the governments of the USSR and Swedes on IT Aug- 
ust 1946» a note uapraoadentad in International relations. 
In. this-note the ITS ^o^ernment called the attention of 
the USSR and Sweden to the fact that It would be diaad- 
fantagions t© "both sides to conclude bilateral long tarsi 
trad® agreements, that that» would, so to' speak» lead to 

•trod« discrimination against'third countries and would 
-impair the alas and purpose« of the planned international 
ooafarence on hu&lnaas and trad a«    flie Interference of 
the US la th© Soviet-Swedish trade negotiations through 

. an attempt at outright, violation of the sovereignty of 
the negotiating .governmenta was» of course* rejected net 
o»ly by the USSR but by Sweden-as voll.) • 

Disregarding the credits received'fron the US in 
accordance with the agreement of 15 October 1945» tied 
HE as they wera with the period of the war'(1945-1953)* 
new credits were extended .the Soviet Union by only on© 
capitalist eoys&try.—Sweden.    In accordance witn this 
agreement of.,?-.October 1946/the government of Sweden 

-extended the USSR a .eredlt of one billion Swedish kronen, 
to he drawn upon over a period of five years, -in pay- 
ment for Swedish auppliea of industrial •qnipmant and 
aorne other payments by the USSR iß Swedes.  CjXuda» 
9 October 1945»  "The Signing of Credit and Trade Agrae- 
»anta between the tJSSB. and Sweden."} 

■.What these Swedish supplies on credit were to be 
.we.8 provided for la a statement attached to the general 
agreement.    Included were ssuch itena as hydroolactrlo 
and steam-electric station equipment, machinery for the 

' ore extracting ana refining industry,'the lumber and 
peat industries, and. for home build lag and the manu- 
facture of construction materials,  as well as locoaso- 

. t.lvaa, fishing trawlers and other types of equipment.   : 

In additionj a snail part of tho credit was assigned to 
freight and assembly expanses, technical assistance, and 
If or the payment ©f some .pre»war accounta of the -U83R «&& 
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43"rroTialon vas also made In the credit agreomenf 
for introducing,  after due cons^itatiots,- charts *** th® 
1". st  of" Etit.pl? ea to' be paid for by the credit *    The 
prices of the goods covered by the credit  account wer« 
to W established by contracts 'based on agree&eflts «a^a 
between the foreign trade departiHents of the USSR ana 
the Swedish supplying firms, '        ■ ' . 

me credit funda-for the five year p«?rioa wer® 
to be dr'swQ ur>on, as. far &3 -Dossihle*: iß 'equal parts , 
i. e*? 200 alilion kronen a year*    The unused-part In 
anv given-year could he addad to the following'year, 
•T>rovid«A hwwiri that the total sum did not exreeaci 330 
million kronen for aoy one year»     ■ ;   ' 

Th« following tares for the repayment of the lean 
ware provided for in the agreement.    It was 'to bs liqui- 
dated its 15 rears, and. the official rate of inte'rast was 
set at "5^ enmaallv.    However, laaasmeh as if was eUpa- 
lat.ed  In the agregiaest that the'ra shoülä he tto interest 

■charges for the first thre® years,  added tö some other ■■ 
stated ooriaitlcos» th« 'average interest rat« was - aotu- 

'ally about 2*3755? annually.        ' '„,..,■' 
The arrangements of the Swedish loan of 1946 WOTS 

'aonewhat different from those'of the similar loan ex- 
te«ce-3 to ths USSR hy Sweden is 1940.    under the 1946 
a-Tee-fi^nt. the USSR frsd© Mission in Svaden, as -the n««a 
arose for'as« ans to eett'le' accounts with the- supplying 
firms for Foods' oarabl® under the terms of th« loan» 
and  &lso to make'other payments provided for in the 
tr*atT,  psva tirosnisBery notes to the Swedish Government 
Bank  (Rlkebank).     the latter,  after leaking appropriate 
•oa^mrntra to the Swedish creditors*  entered the aura paid 
ont as a <3eMt In' a' «paeial interest free 'account ■ which 
was opened for ths DBSR Trade Mission 'by Sweden.    -At 
the end  of each auarter the"Trade'Mission-was obliged 
to Hauldete its "indebtedness through a speoi&l account, 
handln* over to the Swedish goveraraent 15 year promisBory 
note*.    Th:e T>roa»lsaory notes sipied by the Trad«' Mission 
***•« road«*''out  1B thcrname e,ncl to the order of the 3v@- 
dish Q-over-nsient Bank la amounte of 100,000 kronen or • 
ffiuitiples thereof.■   The term of the oradit was figured 
from the »foment th«" promissory "notes 'Vare issued.. -Th» 
Interest or* the promissory tsotes wae paid» after the' 
third year,  at the rat a of 3# annually, payable seal» 
annually» ■■' '   ■ h „    ' 

Hie liquidation of th« promissory cotes  could he 
accomplished through Swedish kronen,  the proceeds of th©  j 
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r eel* of Soviet goods da Sweden,  or by ®®<™& ** «old <>r 
converted currency.    The privilege oo the part of taj 
Sohlet eötwB»«Qt to liquidate Its obligations before 
the expiration date «a« provide for »* ^J, ^fl««*f cw_ 

To help llculdste the Soviet  obligat load, the uwe- 
dlßti ariveramcDt aKe«s»e& the reaper» eibUlty o*   ^f™S 
eSlte for the inportiAion from th« USSR * «** «?*f _ 

a* were usually import«*  iatc 8*f«.    Credit J^?10*^ 
and guttlemeDt of aoooonta with Radish fims ^* Jj™* 
«Hiroutfh a clearing aaercy .which was  s»t up by a working 
agreement «aalla«'with the exchange of goods and pay» 
mentQ betve*n the two eoiratriesr   On.tbe other h*nd,    .    . 
Sc ilqttWatl«! of the loan «Bä the payment of  1* «*£ 
were conducts through a tale*clue of Accounts vrlih the 

°leftrltiftaff SSiwaarv to note that the credit «greaii*ut 
with Svedeb was tied to am active extension»  4cv  arrive 
vftftr tern, of aia agreement on exchange of gooas e»o. 
SSeaW concluded 7 Sept «aber 1940.    XB this ape««»* 
SwlSlon wSfl iwde for both eld« to adjust reciprocally 
the lists of ordere for merchandise for a twelve weava 
Pirl0d,2he Svedleh loaa of 19*6 beleügö ID the category 

- <vf wr^V flaariel&X credit.   'Also It wao purely a gov=- 
erbest" lean.    Both the lender sad the borrower are 
wern-aerts,  Inesasuob as the Swedish tfoTernment **anL, 
t^oufth vhlch credit was extended* vrass «n organ ox  the 
Swedish ewemBJent, Juat e® the Irafte Mkßeleia of the 
D-38P 'in Swede» was eu organ of the Soviet government. 

•" ~ The loar. had s. etrictly epeclfle character. The 
u<se ef the'lo&a was-limited to ordere for goods and e:c- 
pe-erfitureE,  all listed to th® statement attached to to« 

^1Pge1^"of good, eo0tr,ot,d for, aubjoot  to w- 
n«nt from the credit funds, wat Important not only tor 
the exrorte fro» Sweden, hut stipulated an obligation 
on trVpart of tfee Swedish .gowernaeot to cooperate as 
as f&r ae.vs.s Ä«rltö power la etlaulfttlag orders for ■ 
usan e°2g^outfh   as it Um,ed out, only a uttij «ore 
tbea half of the Swedish load was used up.  It Played a 

■positive role In reestablishing' and pronsotieg Ittwe^- 
netlönal economic relations disrupted by tue *»*«*& 
World War, end cenforfied to the eeonotale tat©rests of 

- both the Soviet union and Sweden.        . ' 
As 1® well know», after the war the ruling, e*r» 

olee of the US adooted; a policy that was contrary to th© 
C 
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r 4«tSM«ta of  interTjBtlooal eeOBCwnic  cooperation. -  iowar« 
tf; «S et unfoü ar^ the people'» ftaaoorftol*» tt»«y a- 
2£5t-edY o^      o    dlaorlSltiStica, dla*upted trade r*- 
lJtJSs! JS promotes eoonoalc an& f iaancial bcy*c*te* 
" InwiS of the cotratlaes losses  inflicted oy the 
war, the-'soviet Unio»,   In & abort historic tline, reesta- 
blished its n&Uoaal eooneoy with its own aoevaul^ej - 
funds and Msoureeu and weöt far »head In "»JUSA?L 

dUBtrlal productlo«. was reached tjo »d b.a . yj**J af- 
ter the ecnoliwlon of the «a^ &r*a la tne ne-rt «•-«£ " 
roae b? «ore tk*n fotrfold.     &e« nott.J     ^««8*^8 
for the fulfillment of the sixth 5/ear plan md tto 
ffrqndtoip tiro^raffi for the prowth'or tha OSES *n the » 
££P?an adopted by the S&t Coner*«» •!,**• ^J^ 
Party of the Soriet Union for the yders J559-I9O5. fibw 
clearly with what rapid tempo the Soviet land is ap- 
proaching,. Coraävmiaau ' 

ffNote:]    See E^^-jit^P-ea'cW£^^^ 
(Materials of the Extraordinary äst Congress of the CPSO), Moscow, 
State Publishing House of Political Literature, 1959* page 16^. > 

Tbe Impressive economic auoce»ae* of the USSR . 
antf  of the other socialist countries are the best- t-eati- 

■pnr;y that political discrimination and financial boycotts 
«rmtf*'«+-ec! bv the rviln«'groups of the US and several 
onicrr capitalist poverwaeiats against those eountrles were 

• notable failures/end will BOT or he able to stop the 
ppsgraas ©f. .their economies.   '       . „„«^i *+„■ ■*•«** 

lEheaA US groupa, vbich bear the r«spon8iOi.l*ly ror 
this polio?» have for a ionp- time comforted themselves 
and their Sf4?0 allies—as is polataä  out in & staxemem, 
of Tesa,  12 July 1959—with hopes that starring trade 
with the USSR arid'the other socialist countries w.tlx 
brin? thoffi to the brink of eoenoralo disaster or at  least 
will put the fcrakas on their continuous advanc« on toe 
road of economic and taehnloal progress,    Jncee Jofff 
W3re dashed lonp ARG.    A striking confirmation of this, , 
eloc-ff wSth the remarkable increase in production  AH tne. 
U3BR «ad other- socialist countries,  is the discovery in 
the USSR,  e^sn before in the OS,  of the "aso of hyrtrogaa 
eo^ffy.-tte launchitsp of scientific earth satellites 
into oosmio's^ce, and the creation of interoontlnental 
Sinstin roe*ets. vfcich,  to date, the US do«fl sot have. 

•      (Sew report of Tass,  "Words and Daede of the OS Stato 
ü«ttärtffl«Qt,,,.«B« feMt* 12 July 3-959.) 
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iftT World ttr« f^f^SJlVcS^tSSt 
a aatotor country, which &*£««•* Sif "tlm* ** lti ®<*ö~ 

no»lo welep*«*;. into a «f J^^iS^önta.    up     - 

.  to World war Iltb; UbSE jwely g"*« J0 fT&m&e, to 
G0V«n»«stB.   -The f«J that^LlrHrTtfoa W8R.    »«»     • 

in 1934 a Iowa 01  8 jU^ioa Ä credits ha£ as-their 
Turkey OB *«£*«■• *SS*  55

U£*££■«* Us tbw ewn- 
aim the xroaotlag °* J""J?S!tf theirTSfi«P«nd«o«.    *» 
teles and the 8tr«B6th*nU3a°*  *£**Li?sd *or apeotfle 

She cbMft to the rol. «f  *| ^l«* WIÄ btfeM • 
.     ta regard .to ^temstional evoaxt «j ^.^    , 

«»•rythine «3s« a *""£*** t£ d^^fr0° tb* oa**~ 
soöialiBt system Jg^jSg.J^Jle'* Habile «4 f 
teilst system cf the ChinOBj *-°£J ftttfi JCg &al&9 irtiicto 
popular &a*ooratlo count^*J J» «£?J^««.«*.    Th« 

■ fcftJi started on tbj_ path of ^J^St L the world to 
Borlet Union, »» ths f lraL??J    true to the debt- that it    . 
tulld » socialist «««^J^^J   render«! anA In 
mred to !ffOiet«Pl«a J»t«mjAl«Al*"• *«*J*cftl aBBi8t«io« 
rendering 4tsi»te«strf «22« i^TfKi Serially* 
to countrt«" which hare brokjn f^SJg^Ksa countries 
On« for« of this asaißtano« 5.«. ^J^Hf aSveloment of 

Ssr'ssä.sf ä ä-» SAU.«- 
.    of their •a«co«y»      ^n ,.    .OTSR in -nit«rnetlo»*l ore- 

Th« «te«ae«a role •* ,;h;f jSJi" erWitsi not only 
' dlt relations U ^ftleLli^lltcmlr tt«d to 1»« USSR 

of their produett*e &^®l^Tfl& *he»e oeuatrt« boo*»« 
Large offer» of £«"J* *J SS?«™ 1» W6R *ro- 

posolble thank* to the wj^^J^fifut fulfillment 
Motion whieh rwttltjA ^x^rt £**• and the lnoraaaa j 
of the peat-war     !       -fflSj^ r««r?a *»**• ■ .   C.n the USSR** national ineo»e ana r»»» 
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r The ««nid mrowtb. of all branches of the Soviet eeonoay, 
especially of'hea^y Industry, makes it possible for the Soviot union 
to'set apart'a considerable qtiantity of the products of socialist 
manufacture for the purpose of granting credits to tha people 
cratic countries as well as U capitalist countries with nnderdev- 
eiopad economies, without any daaiage to the progress of the Soviet 
econsny.    The average annual Increase In industrial production 
the USSR for the seven-year period» 195?-»1958» was 90 billion 

"rubles.    For the Sevan-tear ?lsn, 1959-1965, the planned increase 
is 135 billion rubles. [See note] / 

([Kote:]    See F^ris.^OiM^M^^ 
(Materials of the EttraordSaay 21st Congress of the CPSU), MOSCOW, 
State Publishing   House of Political Literature, page 165.) 

In ite role aa a creditor nation, the Soviet Ualoa 
ir-w*ablj follows'tit principles of sau»! rights joj 
.Xtl bäefit of the pirtl.« ^^.Ä 
»reemetfbs. respect for their national eove^a.gn«y «aa 
SlStirt-SnS. to the internal 11« of «« f ™f _ 
country, the same principle*  it always adheres to to *te 
arscöcmlc relations with all ccuatriej. ,™,«t6r . 

Tbs USSR is not the orfilaary type of cjjji*jf 
m-flo-n:  lt-Sa a creditor nation of a special kiaci in 
S^ce d.Sii as creditor *r; rafl«otjd rjl»tlonshlpa 
02 fto*aiüA*t production.    In the credit ties °J «f* 
U.« w;<L socialist  oouatrle» there f^*;*® *??f**?*«m« 
a neiBbar of Re« aspects Bringing fros the unity of aim« 
5fthe USSR and thee© countries to the struggle to touild 
!L*.lurto™oi«unlsä and from, the principles of pro- 

national and colonial queetionj tr. I. ^J» P?™;^ ^e 
?-••.+ T>,->letaT*iao internationalism requires »°t oniy tue 
.5toStoiu« S the inter-tj of tha proljtar an struckle 
4« nr<A nnMntpv to'the Interests of this etrug&i* on R, 
£r?d%?£ Sie! but SU the capacity ana read in *. of 
J iiSrtr5%bieh had already obtained a victory ow tha 
boSSoiuif if face tb. gr..t«t national .aorlfioi« for 
tba attainment of the final alss cf socialism*    ^. I» 
Te--««    äoTlecte<5 Woi*l  « Vol. 31» P« Xäö«# ^ 
Leal», ^g|itio^7the debt of tw progressive nat»e»s 
who ha*- thrown off the yoke of imperialism owlets 
S helpingthe more bacKwara peoples to pass to deae- 
SaoJiS^oclails»,    8«eloping ^J6,^?"1*,0;:^;,!- 
Stalin wrote la 1921,  "it is essential thjjt the »J«tJ'j 
ioisa proletariat of the progressive -natlonB should 6-J« 
J?f8Cti?0 a«d prolonged aid tö the working mawe    o    tfea 
&o*iar5 nations to assist th«m la the task os  ^sloping 



culturally «ad secsöinieally*    It la e&»etiti&l that it 
It should'help them'riß« to a higher etag© of development 
asa to overtake the »ations «hi eh hate forgeä &hes,&* ■ ..' 
Without auch help it is Impossible to bring about that 
oc^exietenee-ana fraternal, cooperation of the workers öf 
different couatries and nationalities into a uiiit«d world 
economy, something which is so es8«otiAl for the final  .'   . 
victory of socialism."    (I. V, Stalte, .Collectfd Egr&g.» 
Vol.  5* pp. 58-59.5 

The principle» of proletarian InternationallsB'ara 
today'belap-realised in a system cf autual eeoabole re- 
lations fceSween the-US3R and! the sooialist couatH.es. 
Different  in for» but alike in their socialist direction 
these relations of eoonovld codtter&ttö» and mutual halp 
between the Soviet Union and. the couBtr"i«s of the aooJfil- 
let caisp are-built on the foundation of tht&e principles. 

The principle of equal fights for hig' mä small 
nations» of fraternal cooperation and muty 1 h#lp finds 
its'striking expression also la the credit ägreemeats t>*- 
twesa the USSR and the countries merit i or* ad afcov®« . The 
Soviet Union»  1B spite of the huge lo&sea inflicted upon" 
if by the-war, even in the first post-war years afforded 
the countries which had broken with capitalism aM most 
reeded heir» with deliveries en credit  of food stuffs &n& 
rm -material».    Later,''the USSR furnished credit In the 
form-of deliveries of industrial equipment» so essential 
Tor the industrialisation of'.these ■esuptriae. 

Credit agreements between the IfSSH and other 
socialist'countries are both'formally &M la essenee 
agreements between the govörBments of the socialist eoira- 
trigs themselves and net between their state foreign 
trad« bure-axte, .as separate legal bod las»    Hers it may b© 
st&ted that ■grants of. commercial credit by state foreign 
tr&d«-'bureaus of the different sooialiet' cooutries'to   , 
each other in the form of sale of goods with daferrad pay- 
ment,  »«ems inexpedient in the o&s,e of  Interg'o-grerBiietital 
'credit agreements.    Comisercial oredlt-between atste for« 
.sign trade .bureaus of the-different countries would only 
disturb the systematic exscution of exchange of goods 
betweao the reaooetlfo countries, 

'Credits granted 'by the USSR to socialist countries 
ar® of two different types:. In the' forra-of-financial   ■ ■' 
loaoa and la the form-of .credits for iserehandi3<9.    flush-* 
el&l credits ara those? granted in gold, ©r easily coa^er-t« 
ed foreign ewrreney.    To distinguish them from oredlte 
for merchandise they can he called currenoy credits.    Cra- * 
djts ■ I« th@ form of'goods are t'.oe© supplied directly in    J 
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th© form of d0il¥«rl®o of definite mar~ch.a.?sais&»' or ore- 
dita »isr'keß. for payiaesat of* ftoode a#liv©?ed by the USSR, 
and also of technical aid lent by the USSR to the bar- 
ro^sr coimtfies«. 

The Ghjeet of currsBoy credits' has bees BM '»till 
1» to help th© Älffaretrt socialist countries overcoms ■. 
their currency difficulties brought about lay the policies 
of the capitalist countries', and'also to provide sbol&l-   - 
ist countries with Internat lcraal pu^ehftslng means to ; 
obtain eaaeütial liraorte from capitalist 'countries, when 

'auch lKports eaösot'hc- paid for by their ©wfi' «Epcrta, 
.  Surln« the first years after the OOBOIUBIOB öf 

World War 11"sliert-term and aodera,t®«»t®-rB. loans prevailed 
for goods,  aaongr which deliveries on •<sredit''o*.foodl-6tuffs 
plajtd aa' isroort&nt parti these para It ted th© Äiff$r«SBt' 
popul&r .democratie countries '.(Bulg*u*i&, -Hungary, Cs&sehO'- 
elovakia and Poland) to quickly liquidate the eonaequea- 
oes'of crop failures*'   Xfreälta of this typ©  (grala loans) 
vere also praated during the fellowinp y^ars» 

Durfog 1947-1951, when the countries of popular 
a©»aoeracy passed dlreetly t& building sooi&list common«-. 
v«t-ilttns, the'moderate'aad long term oredits for lavest- 
E,at «fa of greater importance«    These credits ware 
granted for the payment'of deliveries to th« socialist 
eo.xf.itri.es by the Soviet Union of  iadustrial equlp&.m* 
B\-*J, &£> trials*  asci■rendering accessary taohnleal aid«  5 
Parlap 1947-1952» credits of this type were received by 
Ealsaria, Albania,  Cgeohosle^akla, .Rtra&siia, Hungary# Po- 
land» th0- Ohlne&e People's Re-nublio «ad the Koresta Fae- 
pls*s Ssmoöratlc Republic*    Of these tha largest or&dlts 
ware t© China and tolaM* .... 

■In 15%?» Polsffid was granted, a our-reney credit 
la "he form of & loan i:a gold for 27*9 million -American 
doli&rs»    Xu 1948, loan-term credits totaled 450 million 
AffsrieAD dollars (l800"ttillloa. rubles) for. the'payment 
of Industrial eouivraect whloh'-th« USSR, agreed to deliver 
to this country'in"the parIda 19*8-1956.    In 1950, Poland 
v&s granted a suppleie.ent&ry loan of 400 million rubles 
to pay for deliveries of löÄustrlal ©quip®erst d^rtog th© 
period 1953-1958*    Cm account of these loans Poland"re- 
ceived from the 1B3R Industrial equipment for the V.l. 
Leair met&llTiggical plants  aod planned and ballt with the 
aid el' So-?i©t ©rprlneera» such enterprises as the B* Bsr- 
uta metallurgical plant in'Ohdnetokhov,  and factories, 
like» Koatyuafcko,  "B&tory," "Pokny/';«te. 

In 1948»  Cseohoelovakla was granted a. ourraaey 
credit la golö. and foreign currency for 132«5 Millies J 
L 
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rubles due for repayment during 1954-1963«    The Chinsee 
PeopleV Republic vr&s granted a lo&Q Irs 1950 for the »urn 
of 300 million American dollars (1200 million rabies at 
the prasont exchange ?alue of the ruble) for payment of 
deliveries ID China of equipment -and «aterlale for «lee- 
trie pl&Bts» -Metallurgie and machine factories  coal . 
mKü®&9 rail a»fi automobile transport and ether branches     m 
of their natloua.1 economy.    This loan was to he paio la 
10 years—fro» the end of 1954 to the ©ad of 1963*    ?&*«» 
Ina; into account the destruction in China after the pro- 
tracted operations on Ha territory, the interest or« 
the loan «as set at 1% per «anus, aw exceptionally low 
rat©,    The 19150 lows cf 300 million American dollars, 
is th« largest economic loan ever received oy Cbla* rrom 
a foreign gov©rmaesjt»' . , .    .    . ;.. 

Durin« recent years the USSR's cooperation w-Ath 
tba-socialist countries continued to wider.   .In accord- 
ans® nith the directives of the 20th Congress of the 
Cofflnnznist Party of the Soviet Urlon with reference to 
th* development and strengthening of •canomio ties wltfc 
these countries, the reciprocal exohange of goods ha- 
tjrean the USSR End these countries is taoreasioe» „f3. 
tdditiOBf loans granted toy the USSR to thee® socialist 
countries have also increased*   'Of these loans' it is 
possible to pofoat out the followings . , 

OB the basis of an agreement oono'luded 1<* Octo- 
her 1954 in Poking, the USSR'granted the Chinase Peo- 
ple *s" Republic a new long-term credit of 3$® stillloa 
rubles tö pay for in0reased purchases by China.in tho 
USSR of inaöstrie.l'"eottipment and other- goods«    According 
to a statement ßlgned at the same time the OS&R ««f«ej 
to l^nfi aid to the Chines© People's Republic in hüildlog 
ex, aMitione.1 15 industrial enterprise» and to increase 
the volume of deliveries of equipment for 141 enterprises 
provided for io in agreement signed earlier, the total 
cost of the additional deliveries balng »ore than 400 
million rubl«.   .Th« USSR is giving aid t© ^}»J J»   . 
building* assembling and-setting in motion 211 Industrial 
onterolsea.    By the'end of 1957, of 166 large ■«£•       ■ 
units"eoulpped with tho aid of the Soviet tÄiloa, 6ö mi- 
lt® had bem wholly  or partly put la operation.    Part 
o-f the Soviet deliveries of industrial equipment»  in- 
cluding whole sets of equipment, and the participation 
of the USSR IK th© rast oration and reconstruction of the 
riant ferrous metal industry of China—th® . Anshar Iron and 
Steal Comply     W>rfce and a aumher of other ^tsrpriees 
still under construct ion—were all paid for from the xo&n 
L 
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I   *tJlrt locrf: a «retooo3 *ä« eigne« on this »attei   in 
52£«     iSn SrwlBl« wi* »4« for a or<rtlt by the 
??Sf1; *Sana'T* IW Tor 100 million rtiblja la J«W   ■ 

'  Siw*iro^rr5bbtr aod fat«).    Th« ^fVf VÄ 
l^tStid b? diliwl«« of 3Poll*h good» tfwri»« I91>r- 
A AU ***«.'■*■«''='**    ^g    ™' .     _*,«*»■       '«*»«   ■lTi*fi]*»3t    ©3ft    «Jill»    JLGBJÖ 
19Ö0 la ©q«al muraaX parts,    TO*J "*'?;? ,«0» .«re«A to a 

ftflf «K«-« ffl«»tw«     Jit tli« sans© tisss t.ß® UW^M, ag,*vw*4 w 

J'f ? iowBb^r 1056 tbo taaebtfldweBa of Polarsd r^eultiw« 
©i   X KOvwiautx    —,.* -^   «■ jtt-,   «eac      4«,  fSO!   TRIM'S®*   ©*    • 
iioa t.ß* iüfcw i**«"*    **-I«W*TW1 fro«: Poland to the* USSK 

wttJZari or. •&& the a«are«ment of 16 Alight ^V^^ft^t® 
•A i?- aSo^«aoh«ä 5B sdjurtutfit of financial acoounts 
-C5 4%w21 trSiposftation, ciirwmey paymenta, «to. 

orcdlt to tb. fa» of ^JlW^JrilW of 140C *«} J. 
gral» on «^w^^^^K^iiweHeS of Polish be in «owl awaaipa rts it f^^Jif ^e

greBt p0iÄSa 

So5S8doSe?of & tw'oBßRtP ^i^JiS Sot tb. 
preteool mutually >fr»eft up«;.    Jj ™* ESet3o    of 
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ruary 1956.    Th@ first loan for 300 »J^1*» ™%* *J *e 

used In 19*56-1959 v&s s»r*ed for supply by the UöSR to 
Bulgaria of tractors» coaMooa,  selectors» a*«***™" 
ana othw agricultural machinery « *£* " PJd*ffed 

oattle.    3*b8 second loan for ?0 million fcublee v&a 
«eraoted for payment of equtpaöDt, w^rk OK projects aisa 
SSSr aapLtl if teetotal Lip In build* 8 ; *^;^r~   . 
tillwr {*«* aM a hug» jftyitote ga»t.    B^* loans 
»er« öD a 10-y««1 term at S*.    la the begloturig J-^J^' 
ThiiLrJft >r&s «r&ntad 170,000 tons of whaat 1» the fur» 
S t ?o^!    iffi w to k reimbursed by Bulgaria with 
BuAie^of wheat to the USSR *« 1997-19» to apgort- 
mately aoual annual deliveries with interest of  2* per 
annum also subject to. paywent ifi k}»fi.    „   _w nc; ,„ 

At the tin« of the talks held In Moscow 15-2-u 
February 1957 between th* Soviet ttalon aao Bulgaria, 
Bulgaria w^s granted another long te« low of 200.mil- 
lion ruble* for the dmloi*«* of various branches ei 
production laelrtms th« ooBßtmsetlon of a Bn^lmmj^j 
iltro-fartlliMT plant m& a cosl-dU'osjiaf «1^1 ***«bed 

'to It» a le&d-alfic factory, and a eho»loal cojee plant_ 
* 5th a coal-dreselmr mill.    FujiÄe ware also prdrldjd for 
the expansion of the nitro-ferUliK«" pl*at In »*JJ- 
trotered and the completion of wor* o.h aait deposit pro- 
leöts  In Prcvadluu    The remainder of the loan was ®ar~ 
»anted to pay for Soviet supplies of öeoesaary «julp- 
»ent! help li deelgaüag factories aud ottwr Bervlo« 
«resided by th« USSR,. ,.     '-,■»■ 1 As a roault of the suocoseful ..eqnolwjlon <*■*«£ 
the?* npgbtiatlöns'an agreement .was, aißned S6«2f fceeember 
1Q58 for Soviet .economic and teohrloaX^&ld to th* Peo- 
ple »a Republic of Bulgaria ir. .constructing P» ox,l-*efla- 
w olart with provision for the Eanufacturmg. of ehem- 
leal produet» fron the.eihaußt gases.    To meet .pay»«n.tB 
for'work on the project B by. ßojlot units ^*"0J.f£; 
tPles of "eonipment and materials fron the US&R. tne go» 
■»*»rüm«nt 'of ifce'Bulp-ariaä Peopled R«publio recwea 
f££the SaaR » loal of 130 «1111« rubles at 2^ for 
liquidation in 10 years toy .supplying Bulgarian goods to 
the USSR«.        ■ ■ , -HV--A «'"''■*' a,., TV* 

' .Durlna'tb* 'Scvlot-RiraaBlan »egotlatloif.e in i*- 
.oaabar 1956, th» question of economic cooperation be« 
twees the two' countries was examined in all its aspects. 
la connection with .the failure .of grate eropu In Hu- 
nan t a in 1956 the Soviet government-.agreed to coopiy 

■    with the raqueat  of Rumania to supply Jbimaala during the 
first half of 193? with 400,000 tons of «hyat and aleo 
|£apOöO toss of forage grain with payments in keeping with 
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^fflS^U^eX ^n«in«^?.Sill- 
Sric^s^-f^;.^^ t^H1?:^ 

p r'        tr. o^rtition, tov nrutua:  agreement, *n© P^cfc-.     v 

100 million ruol9B.    oxXu/ u,^1*°"^°;   'L-rv.om tha 
proviaeci  in the to?m ä  f^Py;*-       ,-    -   eeonomy oapec-  t 

■ WK, go-5s*y;Xv*    I«ä    cotton, uyathetlc rubow,   e->c„v tally  needed VCOä«,   ^eaa.  cpxi£ ;   J ,     loan was 
and 40 million rubles  Xa f£®* JV^iniifleUoiv by aüp- 
ft*, 2^ per wmu» aa« waa subject ^.pl^r^19601X965 

vhich.-tiaö be^n fr^I^    S^-tl"' tirW? r*irierea broad and 

tbs ncr^iuaviou. ^0-  j^ t.,r i eati&fy the growing 
of Hilary f  to ecaoit. U  -o n. « , .     to    aarWJ- kte;r\r5?JiwÄ5Xthe forelg«  excise 
tea tbe ltol^nJtngB?;/tfS rtladära of living of the pop- 
of gooas aja ^4aJ^J^| -J^ry a, long-term loan tobe 

ueed ^ 195? of  fSO «,il*ioü ";       4,,«  merest- rate wae 
sliiton f-auifas   *u i,,--.  y .- ■j . t,   .    0f t,^e loan be(ti.ob 

tlxroujrh 8aT>pil^ ^ 4-? of  rre^ite previously grant««, IB addition,  00^CCOJUC of  cxe.l*.; |    Ellli0^ rubles 

-   ana l£*ee  cjn«j«i   *^   s.tn«-.^  «•,.>"!««  fWn« tTie-USSn»     HJ 
mmgary reoelved &7^^ J^^^'^tp^c^t, for a 
addition»  the UbSR granted nt,tjg^>       y 
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r        *  n + .« +-y.'m    e* thp lliuWation  of  its obligations r   protracted term.»  ©* „    ,ei :*Vii <t j« rub"»ca lti coonoetton 

£i£Jkd HmparyfroJrepavlSe It* Mebttdnosa» 8 sum 
rf^SrS tSESw Mill«, fbrfSta. for for««- ^ryan pro- 
°i«Jv that had b*er, turned over to Hungary, and *w th. 

. SSJilt Xarallf  I?; participate In the oa«ft>l.ne4 POTW*- _ 
Hungarian ooniffliutitiles, ■:     ■ Ä„A «,'.„* f-Ar-:fW 

- The öcrnsan Deaowatlo Republic recaiveu f ^ ^ 
• II««R 1« 195^ a loar of 4E5 »lllion rubles, which taeloAba 
Sf.ill^rSblSa-la/r.i currency.    The ™J; of l^«JJJ 
•st on the lo» wao 2* per «mum.    The -^f i0^hf

6 

■i>kPn h»««iti in 1953 an3 continued, f er ..two year*.    flr **w 
iSSeS^of £0 February 1957 ^e^er^n Democratic R,-^ 
pSblie was granted a now loan  In irce- *oi ji£n  cu*/^y 
for 340 »lllion rubles, for pwenacM a» eapUal*»! com.» 
tries of goods «saantial to the national «conomy <tt  to» 

' ö^rrs&iv Democrat 1c Republic. ; , „   *.«w -V,»«^ 
At the time of the negotiation which J^ofc plaoa 

i» Moscow 1B February X9f>£ 'with the ^^r^'9^e Iö?for 
of the GSR the q« sat ion of exteBding jW t0Jf® ™^t^cö 
?na dwolepffl^t  of its chwloal Industry, ja* f^S^S 
IS the field of chemical industry between the l*fc>SR wad 

fur+hf*»Vjee  In the economy of the CK&R, deel<S«a to £W« 
!♦  wcLoöic help la-«Ira lid lag Its chemical irmuatrji  by 
Ji^tiS eesentlal «atarlals for this purpose,    to 
Sf f offt^ if 1'pblle, the USSR grant ej to the 8^™*t 
5fyth° 3UR s ion* term credit of 110 Billion «"ublia at 
%\ ^r «,  sublet to liquidation b^ltmise? la 1961 
in"-*oqual Manual allotment« for a period or 5 Sf»*. 
£t\> -N««irt«tioti cf the loan will be carried ouw by ueaos 
Sf dil?!"lii?o the Seilet- übt« of the products of 
the chÜoal iSou.try of the GDR.    *^°V*%*^WL the increaw 1« the prodfuetl^ capacity of the ^ejleal 
industry of the- GDR will me*e it possible to satlsf/ 
™S« 'viu not  f#lT Its mn raoulr«mößts of eaamlcal pro- 
ducts, but will also  increase the supply o,f  thece pi o 
duets to the USSR.        ^ soviet «Albanian negotiations 
1t> Moflnow in .tell 195?; the USSR.copied,with the w- 
:5i? cf the «weromatrt  of Albania to euppjj h«' "it* 
SSw on Icoomrt of the asrohandiB« loan, for the jwr- 
So«* of«Sktep it po.Bible to fulfill tbe »J»«™? *£** 
&JI betog tag«, tUboliJh food -ration! ^/^£l 
fhe credit was firrnlah&ö for 31 mllilo» luiues»  on i<- 
vcrablr^tams^^ ^ ^ ^^ ^^ ffl0re thM half 
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wav the request  of Albania, and. also guided by the prlu-* 
oit>lea of 'weletajria». iBterrötisöälims rad e&gemess to   ■. 
assist-the" further rise' ih 'the .economy of Albania, grant- 
eft Albania a new lea* term credit of l6Q million rtfbleö» 
Aß a result of this loan the USSR'readera Albania techni- 
cal help'in the denrelopusettt of its agriculture and 'la-, 
dustry, and In particular,   in'■'developing n«w laads» 

During-the two years -that have passed since the 
time of th® Soviet-Alba»ian negotiation» in 1957* ■ tha 
Soviet Union has granted Albania a number of loag term 
loans totali&gr ?2ti million rubles 6    As a-result of ait 
agreaarent of 3 July 1959* th© Soviet Union granted to 
the People*» Remhlio of Albania'en favorable terras a 
new long tern loan of 300 million rubles»    This loan was 
earmarked for the »ayaieDt of Soviet syppiiss of industri- 
al eauipaeat and technical aid roBfiersd by Soviet mm- 

■ olf-s "during the course of eoBS'tructlng iß Albania ohtai- 
cal, building and light  iMuetrial'plants aa veil ea 
units for the food industry &nä other miaaellaneous 
plaotB.- power stations and aid in carrying ort geologi- 
cal surveys and the training cf natloa&l personnel for 

■'■;cfrk on tiie enterprises which will foa set "up in coopara- 
•«ios with the Soviet Uniea.- 

The USSR also renders broad, eoonontio help to the 
F^nfrolia» People*s Republie through the «»acting of   • 
cre.Wt.,    Durlnp only the last 10 year&  (up-to 1957) th® 
Soviet "Jniou, desiriag to render assistance,--promote 
fieser relations" and raise .the. general'cultural level .of 

-1" .ryj 

TV '^It 
In 19^6* the USSR granted to the KPR en favorable 

terms a long'term loan of 35 million rubles for payments 
of building serf lees ana Soviet «supplies of equipment, 
ton 13ding machinery .aod ether oaterlala for e. cuaiber of 
units being built by the K?R with tha aid of the USSR, 
As a result of the'S'ov'let-Moagoliaa aagotiatlorm in Mos- 
cow in 1957 th© USSR granted a new long t*ra loan to the 
MPR on favorable teras for the sun? of 200 eiillioö rubles» 
fhe loan will he used for p&raante of supplies from the 
USSR in 1958-1960 of ■ eouitffi&rt» loach inery and materials, 
arfi alBo for teahßicai assistance iß oonnaflticn with th© 
constructioD  in th© M?ft with tha aid of the USSR of two 
woMworkin« factories» brickworks» ■«.-wireless radio sta- 
tion and the restoration of two wool-washing, factories»    . 
On io February 1Q59 aa agreement was cou'eludsd betweeaa   -   J 
L 
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«he USSR and th* MR for the SovietJhi« t^JJ^gJJ. 
the HPE 1« Of^J^F »*rSl» 1«*» ^i^Ä. S^ilW 
lS5n?ä*S ^ tfc« CSSR to tbe HPK aad also far <*£«"" 
fS the «Mission of Ewiet •paclalieU, the iBBR 
Minted the II'R e- 1«*E «a far-Oiribl© terse, .     . .   , 

i* adftiti<m to the aid It Wjlved gratis Jo thJj;*«£ 

'50 million rublw for puroh&s.s te tge US3R of go^ ^ 
iide dGund.    Tftfl Satewt rat« w»e a* per «anua» «i™ 
payment of the.loan will tjk* pljee to» ^"^^f ^ 
Supplies -of Vlitrwaew goods to the ^JR-^SS 1 J?h® 
19^9 aa ajtttevmit was signed *•*»«« *J*2*»1? 1Iä 5* 

the SorlefUhKra to th» OT to bull* inÄuatoial pi*»** 
£d to hJlp, rUllse other s^Jf t< «d «^««t en 

the USSR granted the »E¥ a ore« It of IOC) million JCUSAV* 

on favorable teraa.        ' .      »ebroiry 1956, Yugoslavia- 
roo«W«i oS'favopabl« terms a long *f» «»JJS?1 t^Sse it for ^0 million American dollars, with the rifcM t* us« it 
r DKK is full-or lu different portions durlKe 19W>- 
lS4t"'if r«^ th. credits prided J^ ^ tbygrjjj-   . 
«äta bet*e« th® USSR and W*tol* ^£/?!Äji£ 1 4vpust 1956. OB the financial asv&ns«j*nts ler Jj-lld- 
ta?S Awia«faol« (Jointly *lth the fe»»a ^ 
eratic Rfcaibllc). «*« also on P*J™«* J* J?*AS* end f«**fclll«*r produclnp plante,-ae well as «ngiuewring ana 

YuaoeXairiä that It -fiefer the utlllR&Uag of.^B®ffz^a 

f«? fcpwoslastely-6 yew«. • Th« r«aen for th^ wa^ Ua 
JI-^.iA^ of the SOTlet government to acoelarv»,«* the ce- 
?Sop^ot°cf WtheSche,lcIl lnd,atrf of the BaSR£ «hljh 
call*« for Taat new iOT«»tmeaiie. (See .teläj Vf?^? C i for» of eoouoalo oooperatian &»d uutual •J»i8t- 
»oe,.  similar to credits, were isvesticerKs  oy xhe «^f 
So eo»tia«d coDmunltiea organized In a B'omher of countries 
Jf S2S£k democracy.    Soal of these ceaMr.*« G^f  . 

iv,e iitili.»ptlon In th«s respective oowtrles oi Gtrn-*: a»- 
^alhlcf bid\feo£, th.>op*rt, of th, mg «oeo^iae 
to a deot«i<» 'of the Berlin ooafcr«©e of 1&45 Vy tho 
thre^ praat powers.      Ih« Soviet .yniofc suipplled, ea w>- 
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thöBe e&rUal investments sfcid other maasuraa, the^ capa- 
city o? tbesa oowaunitleB-grew and the tectoloal xjvel 
o* their 'enterprises  Improved«    After these Joint cwn- 
«^ItÜB iSSe';S.fully fulfil^"^f o4s»t 

t^tininp: of local personnel,- in && the ^.^SST-      . 
to the respective aociaUftt countries the s£1** **"T 

?i4J    Sith oaW.ts deferred for several yaars.- 
t6/*at to addition, the 1ISSE ourlng re,f t yf r-J also 

■has F1*0D as*lBtanöe, absolutely free, j£ *J° £dl'S£S£ 
■ooiall*t countria*, M well «.J other «dTjat2«eJ'    J^*' 
?n 1«*«^. the USSR apportioned to the. Koretu datio^a* 
DeVraatic Republic    Which had Buffered In tu« war, 1 
bilt?of rliaet to reestablish Its national aoano*y.    to 
aSoount of thia sum*,-«* USSR fi*liYered to iorea    c^ rtofc 
a wriod 'of 2 Years, varied  industrial anfl otuei- ©'-?«t^ 
JeStf Material? and -different oensumer ßocds.    »ft «"»• 
fTpkltioi to *-«ift of 1 billion-rublas, was also 
graSfel polt^SÄof pay««it8 due on Soviet credits 

""•^^fl&^tf^B the USSR allotted to the 
leople'f Republik■&•♦-£«. Which bad .utter«* h««jy 
nater-ial losses as a result of the prolonged ^^,400 
Mimn. rubles to -itaproye the standard 5^^f^^" 
*^avu«tc, ana tö restore the economy of the resile, 
SneiudSne the restoration and construction of 2b tauUB- 
trial end coanwnal enterprises.       • „ÄT. ,>,„+. ^^ Wirker- in 1<>56. when the Hungarla» Revolutionary  wo^er- 
P^^ant «oJSrnient turned to the socialist  countries on 
* JöS^r 1956 for aesiatwjce to Hungary to hojx the 

■;OTlir  infnlcteo  on her during the time of the counter- 
vSolutläär"y ?ovoit, the USSR «tended ^J^ «" 
ß .stance» absolutely free, to the workers of™g*|> 
«w^ftP    with no delay,  eooelderable quantities oi  sooo 
SSffS mrl SlldlSp mlterlalB,    to addition the Soviet 
jSeJ^t ea^e  inftructioos to dispatch to Hungary 
5SM of tiSe fabrics, ra,* materials, fuel ead other 
foStwhicli ware,  according to the traft« agresmarrta, *ot 
due for delivery until ffiuoh 1»*^» ■ tt ,n  n7  ._„,,  ig=7 

Following talks held  in Moscow 11-17 Ap^.l l^r 
between tht dellGatiöQS.of the USSR me. Albania, the 
irS     'pki*itc-into consideration that  In spite of Its 
^SS.lS iSSoSÜs AlteBla had. a*t 7* J"*«««  it. 
heavy-heritage of backwardness» £öd ffJlöed Aftfl^£°«£!Je   . 
at Saternal friendship,  presented to the Albanian people,J 
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r  es a Flft-, tbe enterprises that had been built on the 
basts of Soviet  credits,     It- this connection, Albania 
v*as exemoted by the  liquidation of  its   indebtedness 
SSe In Salts! to the "sum of 3«.5 million rubles,  and 
also from payment of  Interest  or these credits,  amount- 
ing to 24 i million rubles,    In tbe  Joint  announcement 
of the government-Party delegations of  the Soviet Uiuon 
and the People's- Republic of Albania of 3^ Jay 1*5»:?,  it 

-   was stated that  the USSR as a gift "to the' Albanian peo- 
ple will build in Tirana a Palace of Culture and will 
give assistance in the construction'of two wirelaes 
radio stations» .,       .  ■ ■_,.,►«*   ,.     t»cco 

During tho last 10 years   (up to 195 O  the booA 
transferred, without charge,  to the Mon?oliar> Peopla 6 
Republic Soviet property worth more   .ban KX, nui^ic* 
rubles.    In 1957, the enterprises"cf the    Mongol-Oil 

•Trust were transferred,  aloo without  charge, to the 
ownership of the KPR,  and also the buildInga ana oil 
eouirmerit of the airports  in Ulan-Bator and b&yn-bhanot, 
together with a certain quantity of planes» , m 

•The-credit» of the Soviet-Union to socialist 
.vnantrUe played a most  important role ir, their economic 
d^velotwaent.    Together with other forms of economic col- 
laboration, they made possible the restoration of the 
rational economies after the war,  end m accelerated 
«vw,* o-p socialist reconstruction in these countries.^ 
IM viw of  the economic and financial'boycotts  conäuooefi 
by tie üMted States and  a number of other imperialist 
«overamerts directed against the national democratic 
eour-tries, the latter could not have  created and re- 
eauirpcd their industry withlu ao short  e  time without 
%*v h-s'-'p of the USSR.     This was  especially true for 
V/ivy Industry and the building of machines because 
the national democratio countries could not have pro- 
cured the necessary equipment  and materials from capi- 
talist  countries.    On the basis of Soviet credits, fchole 
branches of  industry, factories on the largest  scale, 
and whole «roups  of  Industries were created  in a lumber 
of these countries.    In this» Soviet   supplies of equ^p- 
ssent and whole sets of enterprises played the most im- 
portant role; a number of these enterprises came into 
beim* on the basis of credits granted to those countries 
The ion* term credits of the USSR to countries of the 
socialist camp for  industrialization purposes  axso help 
to solve the problem of  equalisation of levels  in the 
economic development of these countries,  pulling up the 
less developed socialist  countries to the level   of the 
gjpr@ advanced« 
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.. ."1 
Ths Soviet' eredits ,• of course» taade up only a 

portion of the expecditüresi  indicated.    Iß the resstora- 
tlen and socialist reconstruction of the mmcmlm of the 
national democratic, colnutriasj) their ö*m wscarees aM 
res-enres played the basic- role.    Still» without Soviet 
help»  especially In the fop» of deliveries- of equijaneat 
and oaterlals,- the rapid' tempo of industrial development 
which has allowed the national denccratic Castries to 
exceed pre-war levels', would bavs'toeen .unthinkable.'- 

jlriitilii^^ ™" ~ 

During recent years  (1954-1959) the USSR has Q- 
merged as a creditor nations, not only  IK reference to' 
countries  of the socialist eas.rp9 'but also'in referersöe 
to a number of capitalist -oouBtrS.es.    Amoag the latter 
group of borrower countries an  mer greater importance' 
is claimed by the countries ■ which fen?« recently freed, 
themselves from the ■'■colonial or serai-oölöalal yoke*  ami 
are at ill struggling'to' strengthen their eeososoie ■ axfd 
political ittöepSa-deBS©,:.' ..In keeping with the polity of 
Lewin to support the oppressed Nation a of the' East* the 
people of the Soviet Union &M also of other-socialist 
countriesf feel sympathy for'the aspirations of the for- 
mer colonial and dependent peoples f who hav.e freecl th€w« 
selires from the yoke-of imperial goverrsaaents,  to strai- 
ght ©o their economic and political position, by the    ' 
baiMiBg of their owts industry and the development of 
their backward agriculture, 'which suffer from '-survivals 
of föuöalläai. 

After the ecoaojnic might of the USSR grew to an 
■extraordinary degree as a result of the sttoeessful ful~ 
f illasent of ■ the post-war 5-year plans -f©r ÄwÄöpls-g the 
nation8.1 eooBomy,  tha Soviet Union bsgac %o extend to 
former colonial" &rs& dependent countries ffi'oxse ahd. more  - 
significant disinterested aeooomic help,    (tee of tha 
Important forms-of this aid. &res cf coura©,, ■ fcredits 
grantee* by the USSR to these eotratries for purposes of 
irä'astrialiEatio'o and to promote a general rise  iß 
their ©ooij'omies* ■■-   L 

Is extending-oredits and other forma  of aid to : 

öcoöomically .underdeveloped countries«, the USSR 'la not 
engaged in charity.    The-Soviet üBion helps' tradarde™ ■ ■ 
i?eloped countries  on a .business basiaV ;.The Sever-Iear   ■     - 
Plan   of development in the 1JS3R adopted by tha 21et 
Congress  of the Gcmmxmi&i Party of the Soviet -Union, opens] 
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up'new possibilities'for eooaonslo collator At ion with the 
OBderdevelepftd oountriee In industrial relationships. 

Besides axtending direct credits, tba USSR als» 
takes' «art in t*e fufld te «rive assistance to underdevelop- 
ed ■ countries, created by the united Nations»    Alone with 
this the USSR is a supporter of the idea of creating an 
international ftmd to finance economic development in the 
uaderdevelcped countries r  arad has announced  its readi- 
ness to take part  its" tbi» fund, 

To the nob-acoiallat  countries the USSR ir- recem* 
years has  extended credits  of a ■!*«&■ aator«*  CD  Cta tns 
basis of intergbvenubental economic and epeoial credit 
agreements between the Soviet Union and the respective 
countries, and (2)  in the form of credit* for goods 
granted by foreign trade agencies of the USSH to firms 
and organisations of ßomo of these eeuatfcieB, on cööclu- 
aion with them of contracts for the supply of industrial 
equipment, machinery and some other» goods.   , ■■■■     . 

Credits of the first type have a much greater sig- 
nificance.'   They rdp£ee«at intergovornmentel credits* 
since both creditor ar)d borrower are the gcvemmeTits 
•chemeelves.    Credits of the seeotid type represent ore- 
tilts of a private character. *•*-*,     ,»,» 

Credits of the first tyoe w®rc- granted by the USdrt 
4*s 1954-1959 to Finland, India, Afghanistan, iBdoneaia, 
Cv^ia,  Eiwpt,  Ceylon,  Iceland* Yemen» Argentina, ■ Iraq;, 
5^.hiop3ai'c«5d the Republic of Guinea, 

Tho nature of the credits to Finland are dIfi©rent 
than 'tins credits granted to the other countries Hated 
Pbcree,  since Finland  is an Industrially develop capi- 
talist country.' Two credits were extended to Finland» 
r-ach r,ne for the suffl of 40 million rubles on the basis 
.»?* e-<v&lt Agreements between the U33R and Finland of 
6'February X95* and-24 January 1955*    Both credite ware 
eurroncy credits, ■-which sou Id be recalled 1» gojxt, Aaer- 
Joan dollars or some other . foreisn ourresoy mutually 
agreed upon.    The credits could be utilised by Finland 
outright at om time or .ID parts during a period of 3 
Tears.    The term of liauidation of these loans was 10 
years after the at illation of the loans»    The rate of 
interest was 2.5^ per axmwa. . . 

Both lcaias were subject to liquidation It» the 
same currency values  (pold or foreign currency)  In which 
they wer© received»    Granting the request  of the govern- 
»*nt of Finland, tbe govemaexit of 'the USSR,  in a pro- 
tocol' signed 13 March 1959 with the gorvernatent of Fin- 
land, ■ assented" to the payaent of the currency loan of 

L 
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fi w«Tsrupr^ 1954 for the ame-mst cT 40 »illton rtibl.es by 
Lp?lies to^ti £o*i«t Unic», to 1959,  of Finnish SOOAB ■ 
inBleRdC*e(SitÄC?oPth©yothor countries ««irtioned &bo*e ara 
lo»«-teri credits with etittuiaticna, earmarking tfesa to 
Cay for aapt>li«s by th« S*rl«t ttei«a--to.tt*  Twwstij; 
ccuatriea    of Industrial equipment, nachitrary an« «a„*r-   _ 
l&ls, an'4 th© rendering of technical aid, 

I»<Ha ^as granted two lööfr~t«?m loans fey the &iw- 
iPt ItoioD.'-The first loan vaa granted ©o the oasisoi 
m asreeaent between the USSR and **•»•**«%*  *££* 
«r 5> Fpbruarr 19*5F»t for the construction of & oo»pJ.e*e 
SttllSSoS plant at Bkhllar to Ml*, with »rated 
capacity of 1 illlloa toss off steel annually.    Tta loa» 
was earmarked for the payment of Bwtet Biippii« of e- 
cnrftwot and technical aW :.to,th© eanatructiGB öf tjua 
plSt:    The total sua of the" loaa is alittk »ore than 
500 million rubles«    TUe liquidation of the loaj Kill 
b« b? ws.y of Indian rm>ees s» equal annual parts uuring 
*'period of 12 years. *The rat® of  interest cm thy cre- 
dit is 2,5$ v®r aroma.    It ie naeeaßaary to emphasise 
thPt this amreement provides for the mßxiarattruas of Ia- 
d^en industry for the msnufacttira of parts of the equip- 
ment and materials needed for the construction of the 
n-etalluFgleal plant.*- ■ 1;« v«. *v« 

M the et»d of 1957,  Indian WE grentoQ by thy 
SOTlet Uöion a g«t loag t«m loan of 500 aiilxioB JuW«« 
(almost 600 million IndUa rup«««).    JW.a "-*•«" *ÜJ be 

UBGö by JMi& to pay for Soviet-supplies ef.«QUiP»*»*» 
tJöSaiSftl aid and other «xpanÄiturea oona.««* with tb* 
b*M3«iw* in India of factories for the Btaaafaoture of 
häsVy Machinery sad of optical glase, thenBO-*leetrxc 
■stations with a oapaelty for 250,000 kiKwatte,  and 
enterprises for the «traction ana'proaae-sing of ooal. . 
Sc oSSiltlonB of this loan with relation to ttoe rat® oi 
Interest and term of liquidation are ths samo as in taa 
firot lemu r<kRult of tali8 wlth thc e90nolBio delegation 
of India" on 29 Kay W50,  «» agrejaesjt. wae »iff»«« JJ°- 
*MW for the collaboration of the USSR in the coa- 
Bt~üctiön in iBdla of goverämönt enterprise« icr tue 
Ba«"f»ct»ire of-Ärui*s, medioal preparations, aad surgical 
lSatnraentB.    The supply of equipment and expansion o* 
eth«r types?, of technical aid for these enterprises will 
be on the basis of ,a neu credit granted to loflia by the 
h&3R"    At a-diaeoBBiOD, In «Oy 19J^be**M« -the-«pr»-   J 
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aentatlves of the V&3R and India,  ca extending to tha     . 
latter fcrel.pi economic aid, th« Soviet dej.«gatio» made 
a prallffiiaary proposal sbout exteMing to InJ}*,.a.JJ* 
lo^-term loan far 1500 million r«U3ß for utilisation 
l^eiuSiJ; tbs third 5 y*«r plan of India      ThiB rather 
lOTfc loan of 1500 million rubles was granted"by the 
Soviet ÜPton tc India on tha basiö of the agreement ol 
12 September 1939«    Th* ewaditioas of this loan are aim-   „ 
ilar to the conditions ct th« loar.B granted to I™15* 
earlier by the USSR.    The utilisation of the loan will 
take place 07er a period of 5 J€««B.    OI» ^e bajia of   < 
th^ß loan Soviet apctjoiec guarantee taohnical aid ID  *ae 
construct ior* of swral indufltrial, agricultural an« 
other Mterprises pre*!««« for in the third 5 year plan 

**£hc Soviet- Union has grentad «öhjniatRn t*o 
•lonp term loans.    She first was grafted i» 1954- *o,p£/ 

' f'«s»"©ouiiDKeiat supplied by th® USSR, as well a© for 
■materials and other expenditure* by Soviet Jg*)ol*a1 In 
eaonectioa with the construction of two graia abater», 
* sum and a bread factory.    The amount of tue credit, 
aoout 3*5 million American dollars, vaa subject to 
future determination.    The tarm.for th« use o,  the ore- 
in-was "*> years with an interest rate of 3% par anrnreu 
The loan'was subject to Itauidation during a period of 
r. ;oi  in eoual annual payments.    The licisldaticj 01  th« 
I-AD vaa te take place by supplies of wool aa<i cot too 

■fro:» Afghanistan.   ■ „     ,.,'.,■■■",: Vi A oecoad Ion? terra lean of 100 million AceriOE» 
dollars was granted 'V the Soviet Union to Afghan late» 
or" Vhe b&ais"of a.n agreement concern lüg collahoretloß ■ 
h^f<föAr> the-two countries,  signed 20 January 19y*>.    *» 
*M« raf»e»»r-eot  there is provision that both governments, 
*«~fcei,pin« with the relationships of friendship exist in? 
frow oldeii tines between the two countries, and for     . 
-purposes of further enlarging and developing their nutu- 
eilT profitable  eeoaontc ties,  should collaborate in 
tiV economic development of Afghanistan and in perti~ 
eular 5B the davelocaect' of agriculture,  and the con- 
struction of irrigation ©aterprieee, power and trass- 
porfe*    on the bssiB of a loan of 100 million American 
dfllare the *USSR guarantees to Afghanistan delivery of 
eauipment a»d materials,  and also extetiftio» of other 
services connected with technical all ID the construct« 
*Ofj of savaral presets motioned     abo^e«    The-'term of 
liouldation of the lows la JO'years.    The rate of interest 
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Is 24, V®v aonyro.     The  liquidation  of the loan tocgina  6 
yearp after the utilization of the appropriate pert  of 
the loan,  and will take place  In  equal annual  i»stali- 
ments during  a period  of 22 fears % supplies to the 
USSR of Afghan exports. . 

On the basis of a general u.preem:m% concerning 
eeoiiomic and technical  collaboration fcetwöen the'USSR 
SB-

8
« the Republic  cf Indonesia of 15 September 1956,  the     - 

Soviet tlatop grafted to'Indonesia, a loan of 100 ihilllen 
African dollar» at 2,5% vcr annum.    This- loan ecu Id fca 
utilised by  Indonesia during a period of 8 years to ps.y 
for SOTlet aimolies of  iaduetria)   equipment and materials 
and  aleo for -slices carried out by Soviet   agencies. 
The llauid£.tion of the loan was tö take place during a 

■oeriod-'of IS years  In equal annual payments coBBaenciug' 
5 year© after the äste of the utilisation of the cor- 
resix'rsdlag part  of the loan.    Repayment  of the cspital 
Joan r>lua  Interest  oould take piece by -way of 'supplies 
to. the Soviet  Italea of Inflonesian-goods, by transfer 
of Enfllah pound»  storllng,  or by freely convertible 
currency,  as psr agreement,between the cerriü&l batiks 
of the USSR and Indonesia,    At the befcitinliug: of 1959 a 
protocol in connection with this agröeineot was  signed 
i«-Jakarta«     In«? Soviet  and Indonesia»' asrenelea will 
collaborate In buildup two metallurgical plants—tlie 
first  in the history of the country—factories for 
the -oroduction  of superphosphates,  and roads» 

On the basis of an agreement concluded 28 Octo- 
ber- 195? with reference to economic and technical col-. 
l&boration between the Ü38H and the Republic o£ Syria 
fecw the- Syrian'.part of the.:united Arab Republic),  the 
Soviet Uaicm pranted to Syria a needed  loan for the 
p&raieDt  cf the  execution by Soviet  agencies cf pros« 

■ peotmg and erolorin* services IK the field of railroad 
fcuildirig, dams" and hydro-electric stations.  Irrigation 
-sy steam," briimin« water to fast are lands for eat tie, 
the cop?truction*"aod restoration of railroad bridges, 
factories for producing- «itro-fertlllaer, and  other pro- 
jects*    Oo tbe basts of this loan payiaefit will also be 
Brae fftr supplier frora the USSR of  Industrial equipment 
and other services rendered*    The rate of interest on 
the loan  Is. 8*5^ per a»num with a 3,2 year term- of 11- 
ouldatlos. 

: In XQS6,  the USSR granted two large long terns 
•credits to Kfcypt   (new the BfeyptlaD part  of the-United 
Arab Republic).    The first  of these eredits was  grantad 
OB +he basis  of an-agr'eeiaent with reference to -economic    j 
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aad teotaKieal collaboration b^twear th<3 USSR and' %ypt 
of £9 Jaäufijry 19£»ß»    Bils öollaborstio-ü will be directed, 
toward "realiÄitjff' pls.ha for developing the national eson- 
osy of 'Egypt in the fields of geological operations* mirw 
trig» prospecting ard. proceaaiug of ell.,,  ©ad the'following 
Industriess aietälliirgiesil» aaachiae building,' electrical, 
che&ical, text Us«, food and drug» " ■        .       . 

To pay for supplies of equipment and materials/ 
and also for' technical aid to placing sad building the 
tad«ßtrial enterprises,, the USSR gra^Sed I&ypt a lebg 
term credit of 700 millioa mbl®a at 2*5$ per aanun« 

.■The loBSi can b© used over a period of 4 years»    The 11» 
qwl&atioiQ of the loaa  if, for & period of 12 yeara*  ID 
equal armual Installments.    A speßi&l aspect of this ere« 
cl;it agreement is thepro'FlsiOK aooordtuff'to vhi.ob Soviet 
economic agencies es.» bring in, f or the fulfillment of the 

■operations involved • to the "projects meatio^ed above» aiid 
also for supplies of ©qwipiaejit, machinsry ana materials f 
eöonoffllc agoaclea of other countries of popular'democracy» 
fc-;;t oaly with their consent«   ' ■ ■   '*■ 

I.E.October 1953, the USSS9 tiaviug in view the 
streßgtheBltag of frlewlly relations and "fruitful colla- 
boration with the Urjitad Arab Republic, 'avoided at the 
r-^auest of the governtest of the MR?-tö erterd aid to 
•SLjrpt for. tho f irstjinstallmotst of the Aswan dais,'   fa® 
building of this dam will permit the irrigation of vast 

'areas of.EOVf barren lands» will help.solve the'problesa 
of providing electric power for the country, will craat© 
the prerequisites for raialßg the standard of living of 
the people, and will laafee possible progress toward the' 
aatlokial in^epeadarce of th© UÄR«    To pay fox* the .Soviet 
eupplios of equipment» machinery and materials siöoessarj? 
for th@ construction of the dam»  arid also for services 
by Soviet apeoisll&ts, the USSR granted anew credit'to 
the TJAK of 400 million rubles,.    The liquidation of both 
credits' is to be by way cf .supplies to "the Soviet Union 
of S-feypiiaa goods," English poiiisda sterling, or free for«» 

■eigc  currency agreed'upon by both sides» 
OB the basis- of an agreement  of 25 February .1958 

between tbe USSR a»d  Gey loa ""with reference to economic 
■aaad'technical ooll&boraf ion s the Soviet Union' granted to 
Ceylon a long term credit.amounting to 120 million 
rubles e,t  2.5$ por aaayin with lloutdation over a period 
of 12 years*   . She stipulated purpose of the loan vis' to 

: pay for planning' services provided by Soviet agencies» 
as well &s for Soviet supplies of equipment, machinery» 
materials and  other- types of technical aid.    The liquid«    ■ J 



et Ion of the credit will t£.fe* placä by aeans of suppjLlea 
of ärlw«4 goodB.-pouoa« eterliüff or other' eo^eriible 
cwr^flßoy,  as per agreement "by both sijea. 

■     in 1953 a loan *aa granted toy the Sovjat to^g to 
ic*\wfi      kr> vev the credit  asfreemeat of 3.8 Angus 1 lie»» 
tSflS^ of 50 million XseiaMie krone» is ea^rk?a for 
■fin-ancln.^ the Durchaees OY Icelandic firias of flßblne, 
Ä f?f» fSrftffD trade f iraa of the aera^ »emooratlo     - 
R-mJMIc.    lfce rate of interest on the credit is <*.g/= 

:f 'SsSi.    Ki* loan 18 -wbiMt to liQuWjttca 1B 1* 
ves^s by suwltea of goods of Icelanfl to.th* JS-R. 
£*w supplies will bo provided according to an jgr«- 
neJtabout turnover of gooas and payment« oonoluded oo- 
t^esn the two aides* ' „...^ w,tVv As a res-alt  of talks which went on in Moscow with 
the trade delegation of Argentina, about supply fJf 
th*» USSR of en\ilT3Bjent for the development oi  tiw oil in-  • 
dulA of Arjinttoa, OB 27 October 1958 ther« was elgn«d ■ 

:an appropriate agreement.    To hslp the govyraiwnt 01  the 
RewDllo of Argwitina to«nance purchases  *a *^ "^ t0 
of different-'types of oll equlpffloßt, the JS»R p^J1*10 

Avwratlna a low «»ountiBg to 100 million tow lean doi- 
ikrs  (400 million ruble«)  at. 2.5^ per «n»ua.    Tue teiW 
of the credit is 3 years.    Liquidation of «» Joiui »111 
tsi-e niece by ««wiles of Argent Is® goods durlag a p«.- 
i'jf of 7 ysÄs  lar«al annual installment«, teg toeing 
3 years after the delivery of the equipment.        ,„     '^ft 

'     Ir- Karen 1959 «i agreement was ccaoluded with r©- 
ter«09 "to economic and technlokl collaboration betweja 
th- Soviet Ontoo and the Republic* of Iraq«    1» tho agree- 
Lrlt provision la mscle that the Swlet 5^»™* SJ11 

ooUe-borste with the goveraiaent of Iraq In rw,lijing 
«l'^ni for tho davoletjaaot'Of the national eooown/ of 
?i^S in th«fHeidi fl induBtry, agriculture ana t:^s; 
J^t.P^tbia th« USSR vill **t«ö to Iraq .technical 
£2i« In the bMMisg: of a iwnber of heavy  lndUBtrl« in« 
eluäii? »aohltje'^stidine»  ohemtoala,  food and iu   ,©r. 

Tr^a aitf  eotn-alvin? «1th the rauest of Iraq,  the tW      , 
SSt^i to the'Reoublls of  Ire^j a long term credit cf 
isSTimion ruble* fcr the realists on of thj f o^loas 
ft* +he arrpemant whlfth hM. to«©» poaclude<3.     ih® lot*»**« 
eVrat* is 2.5J5 par arsaxm.    Liquidation of the usea 
JJ^ of the credit for aaefe. one of the fJ^J*f «l^ 
£bo** will  tay<* place la 20 e^sl acnual lnataUffleata, 
Vft'aiwp5nir"wlth<o one year sftor tho completion of the de- 
llfwliS from tSe USSR of the couplete UBHS of equipment J 
L 



.'"? 
provided tor in the aorreapoodlng contracts • ■ i 

Fri^dlj «conontic cöllab«t'atlosi between the ßo*j 
lot Onion ana th* Republic of 3>&c,, tk« Iraq 4«l*£atlo$ 

■atat«4, will kelp eolv« a msißb#r rf ««csawiio pr-oK^a of 
7x*a\ wJl"»  ovöpöö«« I« raptdl7-tb* "burAaaecwE« heritage 
at the«Sob'of oofcrtisllM, »IM- ■tr«astto«n tt» «waalo 
lnfi»p«nÄ«o« of the 9«t»try and will rtl ■ • th* *?*J^- 
and cultural iwl of the I»ql paepl«.    »J 8m. *~ . 
gation «a1»« »■•«P»O« that this ftctmoKlo aafi ttohnloal 
oollaboSatlon will fc* realised without «gy J^f/^^"" 
tleal or oth«r vision» which would off jot **•""•*-, 
«igpty and aational dignity of tl* Rjpubll; f Irjjx. ^ 
that the eoTiet, for it a part, wUl toj «5**** ** *|£« . 
colWbwatloa ty jr»«lpl« of «quality. «W*l *ec*e*H 
b«aefit end nea-lat«rf«r«no# in *»t«raai maxtjriu 

Ethiopia atout widening trad« wad •coaosale ojlAe.bor&tijn» 
tna USSR agr«»ft to ßWt to »Mopla a tog te« orjtflt 
aatountluis to AOO allliou rtfblo» « & low rat* tf.?*?•!* 

tfce deTslöyaest of iBdustry aad *srlcttlüura In th<*t 

coantry^ thÄ ttB6 of tll@ 0ojo,jrß öf tha delegation cf 
tfe© swensnewt of ft«lis»a. lo the J3SR la August 19>J tue 

<?iilne* a lews« ten credit sawnmtlas to 140 «jAlioa PUVIM 
it 2!^ pir MOT» with th« tans cf il,«l«ittlon {*}«£« 
^WB,    Eie loan ha« as  Its &ln eeonoffils sad tortmjaal 

eBt«rprla*B.''d«velOT«ae«st of agriculture and th* bullÄ*»* 

Besides t,t-e Ion* ter« credits granted by ta« li»«a 
to the govercatants af economically iffiÄerdoveloped capi- 
tal»! countries, piWt« fejaigB t*aA. fIJM an« WJ; 
Ijsations of tk«n* countrla» hav« th«. oppas'twsUy of »&*- 

. "« Sa? of' «c«*«poial credit with Bovlrt foreign }***• 
^inn«a.    X» »allii»« to th«»e fir;» «4 STS^I^ct 

supplied b:7 the, DBSH und« the ooadltlon; of *™ «™JJ|v 
a«re»a«Bta, tb,.a ferel«« trad© ageoole» of th» JJ»Jt O^W«E. 
afrla to difcr p»j««atfi for ordweA S«oas for.» perloa 
Sf 3*o 5 7«*M^ Si»p«adli»a 0» tlio particular elre«a*t«- 

■e0&e      5Che USSR oxtenda to.underdeveloped' OOUBtries aot 
on"»T loans-but  to epealai Qte^s even absolutely ire« aid. 

- ?fes on »e baalft of an agr*««at with ^emmmmmt of 
B^«l of 14 April 1959,'economic ar,d technical atd waa 
se^ax °\^tS

r5SSK to the latter for tti» ooE»truetlOB 
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1 
rcf hvdro-eleotric stations,  a sugar factory,  a eijaretta 
fL5£ with Diesel .l-etric V-^J^iSt^S?«V 
e-o»flu4ia? reoaaroh services for the ccMotruct*on o- 
S-2S«      Ar SOT teta^  o? this aibsistaoca voulfl be % 
le^'of'Scn^bwt 30 »tlllon nrfbl«.    0j the W%M of 
lSS?h«r arr«4«nt, the U93P agreed'to grant -assists© 

.  dlts to^Ä-loW entries la r^red *}**Jg ' 
ftth^r eofiellst countries, «speölally by the gu*«e3»*. *r° 
pie's Republic, CiedhMlewafcia, and the <»«r*aa DwowUlo 
Hepdbll?ht owaltiona of lot* tm l*a*y fwatjd by tb« 
USSR to the gov«roa«ntB of several ^pltallst «"»**}£ 
backward ID their eooBomie develop»** Aifx*r 1B MI to 
«nr-ta^t v*»v fro« the    credits granted to them •# ta'ffr 

S5iet%«arä«t., their bosklne ta-tltutl«. <»J «* 
tetlSfttloaal Brak *rf R^oonjtructiea ^^clop^t* 

■    me 1O»AS of the Soviet Union *°B*hS** J?Ä;2^j 
are baaed on th® -T»y. pplnaipl« of  jowl.^*-JL«2- 
h^efits, r«»pe<rt far tha ■oT«?l6jty M  th« törro*«* 

■. oountri«« and Boo-l»tarferjno«. in tbjtr damojt,1c lire, 
to which the USSR always adliges Iß  it» ***«J*J;*°Ja* 
credit relations.    In contrast .with the f«Jorlt/ of loaae 
^wstedby Imperialist ewmwnwB, trie Iowae ©*  f* 
ÜS8R to t£dard«roloj»d capitalist jeufitrUe ac no- «u- 
taSa a»« oaanot contain say Irina o*   opju J* "JJ*3 |ro 
J^ira* lippoalng upcn the borrowers political, ana »J.x*- 
I^y obliSStloJ or damacdlz* fror, tb* ecoaodc oa- 
™^w     l^lüsr ^n thp end to the easlavorasnt of th« 
S^^SSui?^«' lb    peUs of a wtfber of countriw 
A* tS Sst bßd the opportunity to ccmvlBC« themaelv« 

liwrialipt corerament» In the form o* gratis and *oa»B 
lÄdP to th« aeisture of their most Important riebaß */ 
J^5i*o „Soopollea, to their imolv&ment in aggryajljj 
Sittfry blow, and to the lose of their national Hide- 

paudeooe. t;lBa l0)Sms'te und«rd*?elopeä countries the 
lBroeriaUat governments are not  iatercBtod In the in- 
J5??rMi  airnotasent of these eeuatrJea,  ID taeir b«lJA- 
fni tbSlr Sin Savy  industry and «aoMaery.    It  la wall 
tel4 that ?he «onopollea of th* united State* «^ »6- 
lS^« wtf ch ßTipplv 'industrial equipment, ocmatantly «B« 
p^a^eln Ii dU to disturb the dwelopoer.t of her 

rt^SSe^thi üün to« in tw UBypti« P«rt of the Unltedj 
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Arab Republic, whioh was to make possible the' äm$larm<mt 
of a?? Independent eeo»03»T IK that country, tha rullus   ■ 
circles of the US put forth proposals eti'd conditions 
which would have wlr>e£ out completely the IMeponäa'aoe 
of the Unite« Arab Republic.    In the light cf these facts    - 
the .grantinp'bv the Soviet flnlon of" lor.gr'term.lo^rj3 to 
the UAR for'financing part of the expenditures tor the 
construction  of the first installment of the Aawan dwa 
proved to he,' according to a report In th# press cf -the 
UAR, a great contribution  In the struggle of *h« hiE 
ag-ainai the eeonüRlo pr'eesure of the imperiallate* ■. 

At a tin« vhe*i a large part-of the lean a of  Imper- 
ialist governments to und.areevsloped countries  is granted, 
for military purposess tha extraction of raw materials 
and for 'limneöiafco needs, the U3BE ©xt«rds 'to thap.e 
countries loaus for the purpose of r^ecnstroctiaf? a»d 
industrializing their countries.    Tha     tmrettrtent loans 

\of the USSR to■ uticJerderelopeä countries put'an -end to the 
monopoly  of imperialist govornraante  arid thtsir ■harjks  .m 
the supvlylng to these countries of credits for industri- 
al equipment and mach iri erf * ■'■     „     ' 

The disinterested character of friendly economic 
-xslstaree by tha USSR ID the fawn of loans tc soeSnM*t 
9»d »oa-ßoclalls't countries/-and the absence in the case 
of the USSR of a destre to recelvo'coaaucrcial profit fro® 
its creGJt  operations,  are testified, to by the favorable 
conditions for the  llouidatloK of the loans arid the  wc~ 
tr-emelj low rates of  internst«'   These r&tea  of interest 
are markedly 'lover than tha official discount rates of 
thf? central btofra of the chief capitalist   oourtriee  la 
1957-1938*    As is v.ell krown,' the rates of Interjöat of 
private crnmsorclal''*batjka and, -even more, the interest or. 
long ten», loans arid oreAits ,  is higher than the official 
discount rate,    Tho rat«B of interest, on long term loans 
by the USSR to socialist  countries are 2f> por annum (to 
Ohiua—15» per' B-nmrnx),    At the very same t im3 'Yügoßl&via 
pars on the los as that she'receive» from capitalist 
oovmtriftB,  fron; 3 «5^ par fttiawE (to the International 
Bank of Reconstruction and Borrrelocment) up to 8,5?» (to 
the Fclarated Republic of Ganaatiy').    Poland will pay 
4,» 5% par axmvm on the 1957 loan it receive« from-the 
united States.    For loans* and credits by the USSR to 
underdeveloped countries raten  of 2„5$ prevail,    This 
same rate of  interest W&Q alao established* for both oür- 
reney.loans granted by the USSR to F'iolanfi ■ iti 19$4 a»4 

■1955.    After 'the war not e single country ami Dot a sia- 
gle International :f icaaoiiil institution grafted loans to    J 
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wr>T*aß at such a low rat® of i»terast. " ^©r loa^fe ®f tfe® 

lMd ^"StSSSuSSl^S* of ^m,tv^otion wd-Da- 
v*lotate»t anö the international   Kaanca   Go^esmSoa 
ehaSe 5 to 6$ per amnae on leng term oroJ,tt,eot2J^iJl 
S^'Sopi. couStrte».    Tbua, for example, tbjj Scdax. JM       _ 
^'  * f 4w  t,,1w toKft   v.w tiips® ba-Ri?® a ioan for «fee 

a loan to IndU to pay for suppllge of 'J1^6u0^e
and 

•quljaeat carried an Interest 01  b.1% f ?L^I*V?; ?k^ 
Federate RäWJUIO of <Jer*any granted * loan to uie ^a 
SrÄb Republic to 1958 a*. S»5< per «»am. x-w' %f,e liapB by the USSR tc the fosnae-r ocucnlul anJ 

+v£' ina«npnd*mr* oi the econorales of  taeße countries ay 

T« *Ä<r**or>    thev are th© most Important factor- in ex- 
t^SS^tSe'ariS S ptaoe and las «mine cf strala,ln 

rr-rf «eSttriSft the Sioilftitlon of th« loene to foreign eped ccaaUleJ Jfis fh© a^oritv of these countries have 
r^?fc,°ia*:    la a^SSi So receive good.« liQuW- 

countries on* eao be exported, the USSR not only he^po 
t*2J* cjprmey dlffiowltlw» bat nakas poeaible the jr- 
tcnsiOE of Sarkets for the aale of their national pro-   . 

dteta.        ^ co.nversation with a Fraacb Journalist,  G«« 
^(•«■K'lrwPjQ poieted out tliat the volume or awiat aid 

tf  "* rff«~ed.  rtfor«e American and other, oftpltrusts ^o 
w^ to fflaJe serious concessions to uaderaeveiopcd 
eonilrlL! to iSereaeo the *llot,*ent« of raaouroea to 

-mt the evident fact of .eeon&mi© collaboration °j. t'-iJ 
Lr-lrll^Sf cotiBt^ies with the So*l*t Uhion, the for- 

> exploitation atid robbery on the part of ;*?*«£*;* 
^ountrVe« which are davelopeft in e» industrial aanfle. 
?/B ICTJB in the relation* of capitalist countries with 
i äerdmSlopeö countries actually provee to be, per-    - 

K-ikoyars with French STöurRalißts,    ^s^zasaJPfilSSlfeSä 
(Foreign Trad^}, No 8S 1958, Page 6.) 
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Tb« eveeecsful fleTelftpaeut of economic and eB«dlt 
*»©la.tAoös ^between the USSR aua the countries »enticaja 
;5e5i BOTOB M a graule oenf Irmtlon of the payability 
and «dVlaaMllty of peaceful eo*rf}t«JOj 01  eouat*U* 
w*th cliffer«>t social ana political system*> and of mu- 
tually 'profitable economic cooperation among *ü«E». 

lölMliiI..1^0Li£i5...5^:Mi?i^ll* 

EOTTO3T by the Soviet felon of lcsas tnfi creditß' 
fee« noteTto <*hM> oountrlee indicate«. Its Infiuwaa en 
thS workin«B of socialist promotion.    Jb.e Bou^m, o.  th«« 
loans oxtd credits is basically that pert of the «««owl 
iocone of the USSR which aakt* up the aeouaulalod iuod«. 
Another such source can be tbe national ^sü.th -» ™       . 
forts of goods accumulated earlier,  anü also öf curacy    _ 

reaar?||. represent  oae  of a wlety of credits. 
7.™ t&m credit* arc said to he loans if they are fura- 
j^ed atja lieu Ids ted In the form of  currency 3       ■ 

Loans ^4 credits by the USSR to other oountrleß, 
fra the-polst of view of socialist production»  *eaa that 
t^rfe of the manufactured surplus products which ttajcc xrp 
tie turd  of accumulations, which*  instead oi  t>6ing mj& 
for thfe «was ion of pr-oiuctive funda,  or for the *ulla- 
•Jug ut> of capital for Improving the Irving standai-s»    r 
-or the lnoreaaa cf reserves ta the «ecmomy,   is separated 
fS» the «öonoay cf the Soviet and ™i«™ *«!£**£<■- 
tioa of the credit iato the economy  ox  tha respect W« 
borrower countries with tho guarantee of öquiva^ert re- 
turn      On the other Hand, the entrance into the Uuod ox 
ÜtS;ial Talue. from th/borrower ^«fjJe, through the 
1 Sanitation of credits and the payment of fcaterost Oil 
tarn Selna a%o?reapomnriS in ««Bent to **« a****** *n~ 
coma >ihich may he us eft for enlarging the reserve fuMe, 
1. 6*s for the broadening of th© productive means, am 
for    other pyrwofe^s.        • w>4   ■       .„     „oan 

Tha ixtinalon of lows» and ere&its by tno UB;S 
to other'countries presupposes,  Ir cocneot^on with tale» 
the nocMBity of b .eaAenlns tba plat> oi   g™*™*xen of 
tfcoi« products for whose payment these craatta «le ax-. 
S?d!aV Sore the totrl whlc* Is usually produced ao- 
ocrdiBE to the plan of satisfying only internal re- 
SSlroiiMtB. or It peww»** the neooaaUy to spend 
the reser?k aoeu»Slated «artier and to raplaoe the® 
■»ator.    Similarly»'provision must he tiadö in th« national J 
c 
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eaono&le pl&BR for the .redeiota of ©at©rial gates from ■ 
other ecuntrieß, from the Xtoaidatio« of loana a».d cre- 
dits received by thes and f M the payreeBt of Interest 
upos them* ■ .. ■      :=■ :       . «,*.„.,. 

As is evident frcm the 'precedl»c, the eondMian» 
on which the Ü33R eictenda loans «öd credits to other   ■ 
coustries, -ard also the liquidation toy the® ef the loara 
and sre&lts, ha\*e as lHiportaot eoonoale stgntfiaance IK 
the process"of expanding social1st production«   .1» eon- 
ne&tio» with thlß it becomes advisable to examltte Is 
KT6>ater detail the basic f oat or a» and condltloas of 
loans and credits fumiehed bj the TJ3SE to socialist and 

■ftoa-sooialist co'035tJ*i#s« •■.'".. 
I.    5?tPff8 of Gp««it. • Credits by tho USSR to oth©r 

oenmtries can fee divided ist© asparato type», dapenaAng 
OB th© for« and term of the credit and the character 01 
the borrow «i-1» ■. •_   . 

■    A,    Fowaa of Credit«,    In- thöir fö**a,  or edits 
by the USSR to other countries reprssact «ither Grsiits 
to the fora of ourrency,  ox4 orodits in the form of goods.- 
Credits -in the tor® of currency er« call«* curranoy oro- 
dns and-are extaoded to oth«w coi® tries In gold uv In 
freel? GCttvartifel* foreigfc ©urra»cy.    Ttoder the terms of 
thee«* örellts the borrower reotivos froa-the creditor a» 
waowat of credits* ana he h'ims«lf ep«t&» it on pu#6h:a&0& 
of -goods and  other p«x*posea in third countries'.    R«r« • 
the creditor end the supplier of goods portih&sed OB tae 
bAEia of th© credits «re different ia&i-vlduals.    1» snob. 
ereaitft ther« is a© stipulation binding tha borrower to 
speed the crc-dit received iß th*-couatiy of the creditor, 

. A Bpaoial aspect of ■ credits la the'-for« of .goods 
• in a ist i set ion front currency credits ie ths fact .that   ■ 
ho^e the «oroment'of "credit eclaolde« with the @m?©!fi#jii 
of «cods and sorvloe-s 'ohaTßed' to the aeoouvtt of the ere-    . 
dit».    She creditor-awi tb« supplier of £0«aß äftü ssr»     • 
*?<0©s is'oa« sod the sam© Individual.   .-•'■■'■ 

Credits  in the forai of goods f'ornishad % the 
USSR to other countries may la their turBf h® divided. 
'into the faliwiag euh-förnia* '. 

• (1)    Ch-edHs for the paymsnt of indtttstrial 
«^vip*-*»* tfäppllad by the U8SE to thesa c&tmtrlea, and 
a^ftc or? technical tSd, rm&m*eß.l th«ee credits rapr««©»*. 
au was mentioned abeva» tha ba&lo fo» of eredita_to 
ööwntriss of the socialist efesap aad to ©coTaoEaleaily »a-» 

'd®rd«r®Iopsd eaiDitaligit countries»« ••.... 
C'2)    Chrodlta for 'the payment of supplies d««    . 

llvered hj th.® USSR to th* different oou&triee, nupplle»   J 
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of rm materials, foofi-atwffa, &ad other goods* 
(3)    Credits la their natural fora~-aö-cftlled 

grain loexte, fumiahed tmC liquidated In kind, 
{4}    Credits to be settled hy &' ole&riag ft- 

geaoT» by permitting iadebtedriess for .ole&rlag «Aove the 
sun of the technical credit? these o&n also be credits 
%ti the form of goods, baoause the iBdhtadiiesa to'be 
cleared represents supplies of goods not repaid by the 
pu^dhaaia« tfouatry with balancing auppllatu :' w (5) Credits extended toy. forei&n trade agen- 
cies of the USSE to firms and enterprises of underdevel- 
oped capitalist countries Iß the fona of supplies of la- 
dt» trial equipment ted other goods, with d«t efJPed pay» 

Although the listed fcub-tferma cf credits In the 
form of goods rarr «seist stropHee of goods awd services 
-'rendered with deferred payments, it would &et be correct 
to identifytham-fully with cowaerolal orodit.    Is the 
E&32S way, one should riot identify them with credit® for 
goods to private ■■firaa»  of whloh the Soviet foreign 
trade agencies w&e use lu capitalist oountrle« from 
1922'to 1934» ■ Only th© last «ub-förm baa & deficit« 
•aisil&rity with commercial credits, n&wely» th« ersdlts 
to firsts and enterprises in underdeveloped capitalist 

is la well knowe., Karl Marx considered as a oo»- 
■aercial credit only such credit whloh fuaeticalng eapl- 
tallsta, occupied la th* process of production, extend 
to each other.    I» the case of eredite la th© for»'of 
gcodu Eupolied by the USSR to social1st  countries, the 
creditor am the borrower are not Industrial and me?» 
cheat capitalista, -tout government* la the role of BOO- 
iallst producers,' Similarly,  In analogous or adits, by 
the USSR tö underdeveloped capitalist countries, the 
credit agreements are concluded not toetveeu private-firwe» 

.'but between gevernassäts. 
Tb a supply by the XUBSB. to other countries of 

credits for the paymeaf of iBduatrial equipment and tech- 
nical, aid, have a certain1 similarity with th© «jawsarSwÄ 
ff'ne"»öial credits that the USSR used 1» the past la capi- 
talist'o'euatr las» e, s**  the English credits of 1936 
832d tho Swedish credits of 19*0 ar,d 1946,    The similar It j 
consists In their stipulated character, their "blEding 
stipulation/5 through whose force these erodlta -oAQnott 
be used for purchases of goods and payments In third 
countries, but only In the country of the aredltor. 

©.« difference oonaiets in th« feet that the pre-   J 
L 
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r «««-»■■• (»««ftt'ft^lf re'D^eBeßt credita  la -the form of 
SSJ.!"^.«^"«;?"!«- www flnjneUl er.*«. 
B
,A!  .' ,t,Mflt  countries to tha Soviet talon were 
f Jr??^ S lZ fc4 o? ouwwcy.    The n*rcfcandl£« for» credits  Hi tile id.tu tu   vanw^,.   1^ + i.« fnrt+"tv*j*  With t,he of n.e Soviet  credits''is a result of tne fact tw  Dotri  -ne 
2;«Vi?o?^d t£* supplier of goods purchased or, the oasts 
Xf *i; crSltA is the Soviet Gwenwaent ir, the rol« of a 
Z\n*'l saoj^i« *^i?i    2a the financial credits  of tn*    - 
JSitii!;? nitriae the creditor aaä supplier w«ra 

*   SPflSen*  ^Mividuals.   -Credit «ere «tended Dy the gov- 
pi^r/but the ooney from these credits went ior the 
r^^nent of goods' sup-olied by private firms, 

B/ Dviratlcm of the Credits. From the point- of 
view of duration, croöits of the USSR to other countries 
can be divided into long ter», moflerate term and short 
terra credits. ■■■■■■      ^        „ •,     „„  ^ 

Lor« term credits  (more than  5 ycara.),  as a,  _ 
• w>rel rule"; mav aoply to almost  all. credits extended 
'ior'the paTjßPTjt of  industrial souipment and technical  . 
aid rendered   {investment credits)  both to socialist 
countries auä to «Marder sloped capitalist qeimtries,  as 
VPII AB to soffiä' currency credits«   . /      ; 

In t-h*> class of moderate term creaita  I iron -X 
?pa^ t-c  *>' rears)  m&7 be  includes credits for the parent 
of r^avr materials,  food-stuffs and  consumer goods,  ^rax» 
•ios-ns,  souse currency credits,  and  alae comF.ercial creoita 
of -^o-eiÄ« tracts epeneies  of the USSR to organi::&tiona 
arrfVii^i* of under developed capitalist couEtrleo for sal© 
to them of  industrial equipment, means  of transport ana 

■other similar poods. . ' ■   . . ■     ■ 
Short term loans  (up to 1 year)  are coa&erci&l 

credit s fun» 3 shed bv fore IRR trade agencies  of the Ub^K 
■    -i« *"irwp and  orpanlzat ions" of capitalist eourtriee for 

SSIP tc thsra of'raw materials»  consumer aM cthor alias.- 
irr ffondö, as wa3J aa credits furnished  bj the UfcSR vo 
flcme^coüntries for adjustment by a clearing agwey.    ■     : 

0«      fvpes of Credit Classified By Borrower, 
Protr thp pol^t of view of the character of the "borrower, 
credit a "of the ÜBER may be dlviAoct  into govemmant  cred- 
its or Inter-fOVö.mipeatcl credits,  and eremite of & prl« 

'veie otaraeter to flrrao ,and  organ Uat iocs  of capitalist 
ecv-ntriei.-   All credits  extemdai \j the USSR to eows- 
tv5e* of the socialist  camp are based  on «rodit agree»,» 
ra-rta ecrclufled bctwaer. povoramente.    Both the areaKor 

'   fljrw»- borrow e** jn these credits are■ {rovernmentB „    Tte 
sale character belcngB to the majority of oredits alijrjd 
to underdevftloped  capitalist countries by the ua&rt.    Tue    J 
L 
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only credits which caa be coMidored to ha-?® a'private 
character are those extended by foreign trad« ageaoiea 
of the USSR to oygaDlzatloaa and firmi of tior-eocialiat 
countries for the sale of eqüipmaat and mlacolla&oous 
goods.    Xn this clasa asay Else bo included credits ■furn- 
ished to government enterprises of iraderde^aloped o&pi- 
taliet uatioae, 

amount, of the or ad It Is indicated Iß the majority of cred- 
it agrsasserats In.the for» of a definlta SUM*    In »care 
credits i; earra&rköd for peyaent. by the borrow er for In- 
'ductrl&l eqwips&ent a»d technical aid» the■'amount of tha 
credit is indle&tod In the form of. a jofötaumi eua» wupi 
to such and msc'b. a ,auai»n ' IB acme credits of' this typ®;, 
together with an indication of the"aatotoat of the credit» 
there: la a stipulation that this mm is subject to fur- 
ther determination» 

At the tlajo of the signing of the credit agrcsisKSjat 
tho' amount of ßuöh-.cr«dits &m bo dttarainod only e.pprox- 
imately* beoana® th& firal asouat will depend oa the' eoet 
of tbs goods mä services for the payaont of which tha 
or edit iß .extended»    This la ©specially- so «'here the use 
of. the credit continues over & timber of years* 

'She pf-i'ess of the goods, supplied in ac-©orda»c© , 
with tho credit agresmonts are based or» th« prices of '-; 
th© goods in the vorJLd markets.    The a a prices take a de- 
finite form in tho 'contracts concluded OK the baait of 
th© sr@ei.it agreesser.ts betw@«t3 the suppliers of the cred- 
itor country'and the customers of the borrower ootmtry«, 
Such an agrao-mest üB prless usually takes piece at the 
hegteniztg of the year" betweon tlva respective suppliers» 
.Xtt'"coa»£ction with this» "it iß oa the PiovesMetit of prio.ee 
is the world nsar&öts of the goods to ba supplied and the 
@.®r?io®s to bo rsnderad duri&g the pariod of the credit 
that the cost of the goods and 'services stipulated in 
the ersdit agreement will dopend»    Kw Kueh ird*aatrial 
equipment and material th© borrower country will r@- 
.oeive is dspoadaji't oa the definitely established figure 
of tho .credit,    la exactly the sause way,  it is the change 
in the prieos of the goods that will determine the 
quantity of the respectITe goods which will be at the 
disposal of the creditor country whoa liquidation of the 
ored.it and Interest • paymeats thoroai ooiaaeno®. 

,.Xn oredlta earmarked for paymsut of So?iat sup» 
plies of raw materials, food-stuffs -aad ooaouaisr goods,» 
the saio^ct of the credit is usually a specified figure'«. 
In graiß loaa credits the amount of the cradlt'la iodi- 
L 
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r cataö not  Iß asonay but  in the weight of the product sup- 

pi ieA on credit,  e. g**  so nsany tans of wheat or fodder. 
' Xa currency oradita, the ai»oimt of the'credit 3 s   . 

BTBöifiBä in'-rubles-.or In foralC»-curr.eaoy with en. lufit- 
■ostion of the äquivalent gold- contast* or by a flxsd > 
ßold weistht. total aidse*    For 9X»Kt>l9;\the currency cred- 
it to IcWd la X947 wes In th® -tors of a loan In gola 
of 2?.8 atlllon-AKerloan dollars    (1-ounce of pure gold     - 

- '* 13^5 .   'iFae" credit a^resssefits usually specify iß srtiat 
currancles the credit may be used.    For example»  In the  _ 
1954 &&a 1955 credit &graeaent*i,  in oacb. of which ffinlanl 
wae provided with a'currency credit of 40 million rabies» 
it was parcwläeä that the au'ns could ha reoelvel in gold, 
Amtrioan dollars er other foreign currency mutually a- 
grsrad. upon. „■' . '   ■ 

III.    Eariaarked Credits«    la credits fo^'the pay- 
wept of supplies-of equipment «ad goods r as well as  tech- 
nical aid, the purpose of the credit  is» iadioated more 

■ or lese definitelyteither lo the credit ■ast"e*ment  itetlf.» 
or in the ätatesiftBt-B attached with tho lists of gcods 
to "to© ßupDlifeö.    Wheöthe use ©f the credit extends over 
a protracted timo further speeificatlotss of parpo&e are 
i&eluded in the yearly statements assent*i to by,both 
(&' i j^i & ^ *        * 

Earmark its i? -orodits as to .pyrpoa© creates a direct 
(*orne«t5an between the exteoslon of credit and.the sup- 
ply of definite goorls«    Stipulating the purpose mesas 
acceptance by tho credit or oeuoti'y  (the VßäRj  of-ä«f in~ 
ite obUftaticstis witfc'Teferouee to tbe supply cf goods 
«Hfl the'extension of t*»chnlca3  aid to tfce borrower coun- 
try»    From this flows the necessity to make provision 
in ths national economic plans» during the period tha 
bo^rowa^P are to" use the credit» for additional production 
o* the «pseified tyt>es and  olasser. of  Industrial ©puip- 
ittänts, materials,  etc., to guarantee the supplies stipu- 
lated  1» the credit agreement.    An alteraatlYe is to 
provide the goeds froi availa.be stocks but for this also 
provision'anist he ai&äe» . ■ .      .        • 

In the case cf our-reacy credits,  stipulated erea» 
i+s mean acceptance toy the ■■borrower -.country■ cf .definite 
c\JJ*reaov values litfeld. arid/or foreign currency, and not 
la foodn.    For It« part, in ord®r to fulfill currency 
io-jxis the USSR has tö malte 'provision either for addition- 
al  curr-3ncvr«ceiptB or to use its -currency reserves* 
"    IV.' 27J^9^S^LtmMXJd,^M.Il^   $M> -curpynjy 
©* the credits,  exteiü'deä by the USSR to   other countries, 
can be either that of the; creditor country»  i.- e., th»       j 
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r USSR, or of-the Narrower-country»-or that of a third 
cotastry.    The ourr-aücy of a Ää,<oriiy of er-edlt e «x*&&4eA 
by the USSR to socialist countries In the form of goods 
la in rtiblea, t-Ls Soviet ctirreüOT.    But eoa* credits ara 
grafted tot foreign eiarranöy» e.g.» i» ***** loan of 1950 

•   to the Qhlnäae Poaple'a StotsuTolic th« oarrenoy rae to 
Jmarieao dollars with a atlp-jlatica of their- sold eon- 
tsnt (1 omae of prjre golds 35 Aawican dollars)^ 

Some of the credlte exte&ded -recently in tne form 
' of goods to nap-aoölall3t countries, .are exiprasead ic 

foreign enrraocy» «. g.» the credits'of 095* and 1^ to 
AfsSheniaten, of 1956 and 195T tc IMenosir-, sad of 1958 
to* Argeat-L», *«* in Awerloaa dollars*.    Tha 1955 low» 
to India was in the looal cvnvmoy- of tlmt.<eoratry %r£~ 
peas), arid tha loaa to Icölead ia Inelaafti« fc*oraa.    «a 
the other harad. the load of 1957 to laila 'sad that of 
1958 to the üM»'w« ia nable a» With a stipulation of 

# their gold cant«at.    The loaa of 1958 to Ceylon waa also 
is rubias» ,   ; 

In currsrcy eredite, the foreign eurranoy in 
which tha loaa is granted is in: easily ooaaTertibie ot*r- 
renoy, which oac "be used'for purchases of goods« ana 
other pavnouta it» third ooimtrloß".    Xn erefiits for «er- 
ehan&leV» 'if they as** ext«Eded sosd «re to he xlqeida^d 
.cot in auireTiey, hut- by suppliee of goods, the ©«rroncy, 
regardless of whether it  is la nibles, dollars or so©.e 
othor foreign ourranejv ls'BOt ft fraely■ cümr«rtible fur» 
tenQ^t  out only a aa&Bure of the value—a unit of reck» 

"   ooiiae—by which the supply of goods on oradlt la «r?al- 
'  yated«    For tha purpose of'keapiag accouata of the m*e 

of tha credits «tended In tha form of- a«pofc&trti£s, «ad 
for its r*r*ymantf' the prices of tha goods 6applied 
should be exproaaed in tha mzrm®j in whieh the «xtaad- 
ed isredit väe'sfigisroÄ, 

■ the credit agreement» of th* U3SR with ÜlttQvmrs, eoimt- 
ri«a* tbe tine during whloVth« bervcwtr oouotry eah t»e 
th® aredU is doisrmined in differant wap.    Ia ßoma 

'' T-redi*a» especially loitaff 1» eurraney* tha right of the   . 
■    borrower to «8(9 th© oredit begins  fcanedlately after it 

ge«a into effeot:   .In credits eactonled for payment of. 
■ Scvl«t supplies» of ■ Indus trial «qulpaaeut and t«Qfc»ioal 
aid, ther'a Is uaisally prOTislo» for the paplod of tla© 

''during which'the borrower üBE-use'tha credit.    Sfeu8t 
for «i!»jBple,  la the agreement of the WBSR and the Chi- 
E«® People's ÄaiÄSblic of 1950» the orcdlt v&s to h® 
granted srad used" awing a per lad of 5 years j to. tha oredltj 
I. 
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r of 19*>7 to Indonesia th« term was 8'years;   la the credit 

of  19r>6 to Poland, 3 years.    Usually the use of the cred- 
■ it'-'is  lt> ecv.&l annual allotments**   aöwetlaee with th«' stip- 
ulation that 'the'umieeA t>art of the credit 3n mj öaa-y**3* 
can be-used tho following year.    In currency oreölta, -as 
for example,  those to Fliil&nd,  the rifht to usa tta:a all 
at once*  or in parts}  Is sowstliaes -stipulated.' 

The l«Tifth. of tbe 'term of loans and er stilts baß    -   - 
-   0 definite effect  on the Soviet  ©ooaowy slBoe,to guaran- 

tee the -auprly of tho stlötilateä ite»& of  industrial 
equipment fand" other goods, product ion %n ax*j given par- 
tod must "be adjusted acöor&lisglj»■■:-'- -' 

Supplies, of industrial «quijanant* and Bmterl&iS on eroalo 
arfc*carried out in accordance with contracts drawn up 
on the basis of-the credit agra^Eeats betwees the Soviet 
ßunolviiiff agenoiee and the elianta öf borrowlog counxries. 
Irr thefts'oostractB prices for the goods to fce supplied 
äJüJ definite d»livery time limits aj?ö flxad.    With-pred- 
It-a to soel&llat  counties,  the scoaoists  ageneleß of the 
USSR «supply3ust the -floods receive payment for the cost 
of the airoplles on account of' the state "budget> 'aea the 
economic agencies of th# respective socialist countries 
pay for the cost  of the' goods to .the "state'Tsudget  of 
tle-lr 'own country» 

VII*   Xfttorest on Credits.    The  interest rates os 
credits are established-In the credit agreements end do 
not change durAii£ the whole time th« credits ar® la 
ferae»  regardless of Vhat the futur« rat« of interest 
on loa^a  in thö world financial market Mill ha»    Aa was    . 
indicated  Iti a tsreöeÄlng chapter t th© rat a of Interest 

' -on sow© credits*received by th® USSR in the past fro» 
capitalist countries fluctuated vlth eh&tsgoa 1» tbe die- 

■eouat rate of' the creditor country's central hajak* 
0a leans to socialist  ooustrles, whether Xong,   . 

Bicderat« or short term,  the policy of the USSR in rsceut 
tJffiea haa'been'xo. charge 2jf par- annum,    Howevei», after     _ 
t&kintr-into consideration tbe cUstructiqn of the-economy 
of  China durlnsr th« trolOBgeä mittotml war for. ind spend-» 
©Boa the interest rat© on the 1950 long terse lea» to; 
the Chlnssa f8op3e*a Republic-was set st ifth   Ja ex-. 
crptlor.al ceses loans have even been made on aa 1Bter- 
ect frcs basts* ' h» 

-The unch&nplng? rate  of  iiit&rmt, regardless  of 
tbe %r>iiP of the lea», reoreeents OB® of the special Tm\- 
turaa of Soviet er adits.    Differing widely from this 
practice,   In ca-oltallet   cow.ntri.eE tbe loager the tena of    J 
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-orrtit the hl*hir i*>> the rftt« of ix*«Mt. all oth«r 
thines ^®iRS f^J1«    t>_ «je« to tft»dftrd«vPlep3^    e-apit&l' 

On er-ddxte % tfte ^    ,*  - *5"i«i4T«#»nt «ma water« 

the credit i.e uawe.117 €"B^^'"^V6n ««st b* made eaong 
ITS credit «grejwenta.    *}i^"£?£ *j£lS* vWob the 
Iv!4*? irSiSilditiSj ?jttS period of ti*a aft«? *Ja 

«•edit 1. spent md brfcr® ^f££^*lf ^A) a 
terminal term—iip to the eaa 01  ata.*.*.*«» *"-   »  . 
middle term- t      lieuiäat ion of the credit for 
m-Bt  IMP terS c?iditS extended to socialist  oountrJ«» 
lor   erSLeat aM tecteical aid.  (Inve8t?«t creditB), 
^lflSSSr This te*m was eet in the loan to th* -Cal- 

la'10 yeexa.    iai ;, i,"*.,. **v» million Arerican dollar* 
u,(i «n i« tiii» 1057 2cars to Ktiag&üT of   f5u »llx^on 

-«to*« ft--« l<?r>6 loan to Rumania of 270 mulion *uLiea 
Ä?i %    c«    o Albania of 1Ö0 «llllcn ™bles; aud tos --^- n    ^rmrted to pay forr&* materials 
and foodlitaffl    the period tfUf^J 5^' 
m^ift    Vtt-thP 1066 credit.to Poland of  100 miiixop 

»"SÄ I» 193? vaa to b« liouidateA 1« 1*57-1959- 
3 years» *v* t^lod of liquidation of currency loams  ifl 

*  +t,  «iin tva creöl*- Bffraömenta with differeat 
act **• "Me  *°      in t>* loan to frae currency of 1953 
??"?£l?^m"?Dl-oSatii sSpubUe,  it was for 2 years; 
to tto« loan to Hun6ary of ^"'  * i°J" ^^watlw arid part merchandise, the •prwriatcn A or llqi.Xoai.ioB. 
m& forW Feara.^ llpUldatloa of lon£ term lweet««Dt   j 
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e-eötts to wid6rde*eloP9d capitalist  countrids era e©«*« 
Shlt-lSopSr thao to socialist countries,    «hue,  to tte*   •, 
loS' of 1956 to Indoneaia for 100 million J*«rlc*n ael*" 
larss -the term Is for 12 ywsj  this v.w flj^jg* °«J        '   *■'* 
for the Ions term lofios to Iüöift in 195ü eeä 195/»^d 
to Bfc£t iSS195S.    3* the Ion«? term loan *JJtfgbfttiirta« 
for 100 million American dollars, the llq.^iaatioo period 
was for 22 years •    I» the 1958 loan to ArgeoUfaa l^ul- 
dstior, of th« loan »tarts 3 years after the aalivery «" 
the equipneot and continue« for a period of { £•«£• 
Both currency credits granted to Finland in 19b4 and 
19BS &**e subieei'tö-^epayteeat 1*»" 10years,, ■ 

"üöder provisions of »any loans, repayment b«el»s 
net immediately after the sxhauGtion of the ercalc, but 
only eftar soma lapse of time.    Thu*,  la the lo»g tone 
«edit of 1956 to ifghaatcta«, ■liquidation began 8 years 
after its utillRÄtioö?  in the credit of iS>»6 wo Argyn- 
tiaa, 3 yeara  later;  in the 1959 0r0a.it to the *.r&ql 
pipubllc* 3  year after the full del^erj of ttaa complete 
rets of equJtanetit provided for in thö cootre-cta. 

As"was  indicate« aboTe,  It  is r?eöeaeai*y to die» 
tinguieh the' period during wfciefc th« ^'^ffi-      £l*t'*« 
Üskit ta^fi» Place from the t«rmloal and middle period», 
ciurlng which the borrower make a «se of tae full BUB or 

+ersat.    tfcv- the- .crsatt agreements with t&» countries 02 
tFT8^oi*liPt oaap these methods differ somewhat from 
the wfcvißltwts in" credit agresaeotfi coneluded w/.oh ux>- 
a^rdavolopaö capitalist countries.    In the majority ©r 
credits for goods to socialist countries both the r*- 
4ymeni c-f'the loan atsd tha payment of Interest tajaa 
?V>ece" through sTorliea  of good.©,  as a rule,  of  goods of 
".he usual axeorto of the borrower countries,  or, to Pa 
Ü« exact, o» account of the receipts from the sale 
of thane eoode to the USSR for late? clearing o,  &o« 
counts.    I» the prein loans iß kind liquidation of tue 
wwSlt arid' paymeat of laterest take place dlreocly in 
Sri»d,  i.e.,  ID deliveries  of grain, with »OB*y playing 

'.'•* 
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"*" 5Tb© rewa-mont  of credits and payoent cf  iaj«**** 
x*L*« T>lßce"bv ksierlnp periodically the sums of iBdebt- 
etac^/äue the OSBE on "the capital pluß tba iatejöst, 
vj^c-rding- to the ßornmodlity circulation with the borrower 
■aoi^ntW, for clearing purposes.    If ■ in the oleariog 
account of the USSR there is found an indebtedness wijh 
relation to'the borrower country, then the-xatter is de-   j 



creased bv the 8um of the installment  of repaywent plus 
iatsreet/   In other words, the USSR iß .freed fron the 
obligation to covev the corresponding, part of thla ia- 
debtednsse with euopllss of  its goods, whleh mmna that 
the credit was liquidated by the borrower with those 
goods as & result of which the indebtedness appear3d on 
the clearing account •■ '    ■ : 

■In "some credit-agreements ropayaeat Is provided 
for not with goods of customary export by the borrwer 
country,, but with woducts of those units and Industrial 
enterprises for the const ruction of which the USSR eat- ' :• 
tended credit tcfthat country.    The credit agreements 
betweeo. the USSR and Rumaaia of 1955* aod with the fler- 
matj Democratlo Republic in 1958, providing for assist- 
ance in the development  of & obemloal industry 1B those 
countries* contained-such a provision.    ®i« repayaent 
of these credits from these oöuntrlea will bs by deliv- 
er las to the ÜÖ8R of .products of the respective chemical 
industries»   . ■   ■ ,   :'.. 

■ ündetr the provisions of a loag term credit to th8 
'Chluese People's Republic in 1950 for 30Ö wlllXüO Amar« 
lean dollars, repayment of the ■loan with. Interest was 
to ha by   .deliveries of raw mat «rials 6 «d teat 

ftE **3-l 
as gold and Americas dollars-.    Later then® provisions 
wer© changed.   ■. RevayaeBt of the loaa plus interest now 
toot placä, by the consent of both aides, "by deliveries 
of customary Chines«, exports.    As la the ease with losas 
by the tJSf ,R to other socialist countries»  sums due from 
the llouidatioa erf the loan plus  interest now go to the 
clearing account''of the USSR according to the current 
coBBiiodlty circulation with the' Chinese People's Republic. 

Currency credits are repaid under' candit iocs of 
the respeotiW agreements either l) in the"« ease currency 
•values la which they were received, i.e..  in gold or 
.la'the stimulated foreign currency* or 2) te deliveries 
of customary'exports'from the-"borrower country» i.e./ 
by carrying ever the sum of repayment plus' lotereet to 
the clearing' acoount 3JQ the interest of the USSR accord-» 
Ins? to the commodity circulation vlth t    .t country,    me 
currency loan of 194? to Poland« as well as the currency 
loan a of 1954 and 1955 to JFinlaad were repaid with 
goods*    The sftoobd tar lent was used in the combined 
eurrency-fflerehanaiae leas to Poland in 1956 for' 100 ail- 
lion rubles*    Rsnfcymsnt of this credit is through de™ 
liveries of Polish «oods.    Similarly the currency part 
of .the loan to Hungary In 195? for 200 million rubles willj 
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be>spal& by Its ciiatöra&i>y es-pc2»tfe6'   hm$ t&rm loans to 
underdeveloped capitalist 'countries az*e repaid sithe? by 
fttipul&t«d gcöäs, ©s* by rtosipta fro»'the sale of caa« ' 
ternary exports/ or alterimtoly with -gooda'-and/oir'foreign 
©urrsnoy # '■ ' 

■   "iti.»aa$ rapayssent cf the 195* loan.-to Afghanistan' 
for almost 3.5 ätllioo liner lean dollars,,  Is to-bo in,    . 
wool and ootton*    For the long term lows to 'Afghanistan 
of 1956 for 100 million Americas dollars, repayaect will 
be from receipts of the Bale to the USSR of Afghais «x- ■ 
ports« . 

Per the long tare loans to IfSlia of 1955 e»4 1957 
repayment will 'be % a ä«Daslt of Xn'äia» rupee's IB' tha 
banks of Xn<5i& to the account of tbe fitste Eewsk USSa* 
The aoney in'thia'aeeöunt in rupoes eaii be «id fer pay- 
ment by tha ÜSSS of goods '-purchased la India, -or it ear« 
ft® eoavert@& Into Britißti po.&ls«; 

E@payiB#st plus   let er «et OB the long term'1955 
loao to Indonesia e«a be thrcwtüi receipt« of the sale of 

■Xs;öoBealea goods to the US3R, osvvlth British pounds 
«V^rli's^-as well ag with other •orssvoaf'tl'ble öwrT«ieies 
nutualiy as seat ad to by th« Stat« Bank ITSSS 'and t!i® 0«3- 
ir&l Baik of lade© «it la*   ,..';.,■/.,.:/.  :   ;   ..-..■'■■-. 

a® long ter» credit to JBjypt of 1958 for TOO 
'million rubles', pliss later©®!» will be Uquidatfcl by ä*~ 
poeltlaf the stlpBlatad stuns Ite %yptis:B poätids »t«x*-- ■ 
llpg In "a aoeelal'&800tft»t for tho State Bank USSR In 
the S-attonai B»ak- of Sfcypt. ■ The deposits 1» Kgyptla» 
■ootMs e&a he «ssdfoF payment of goods e.8 'per agra©ai€mt 
.betir««?! th* ÜSSB ana Ssypt, «fid/or oau -be erwreried to 
3r!liissh pgttiH&s or ether e©avertible' ourrep^y,'-as per 
ß?:iiiSfffi3i,it bst¥*«sa tfe,® b&nks« 

flit ecMQdltlOfi«-of rep&ya«nt of Soviet or adit a to 
' tjiiAftPdoreloped. ©apltfcllst eowutrles hate on a ooaiüca fea- 
ture* namely» that tlxa USSR de«s' not require" .of tli« 
pafssatß la' for at gn fret"'öurraraejj  eap^elslly not la' 
Andrloao dollars/is spit« of the faot that sossa of -the 
er^dl^c er© #3ep**:$8£#d tit jimefe, d'urreaöj«    fusing Into 
ev^sSA^r&tlt'^ thvj difficulties of tb® mrl&'äm«sloped 
oovist:rs.e«,'-^be m^fE agrees:to liquidation of ''their cr@ä- 
ltf< ty fieli^'crlisa ©f thair öuetoiaary «p-crt&Y ©r by tlielr 
Icvi&i' ctirranei^a ¥hieb 'are' ööjsf art Ibis Isic* Erltlsb 
prvifidtä ßtsrllKg.atid. vrhleb play as 'Ispdrfcaat FC1# is tb« 
lRt,®raatlon.al asöoiistä ef '.thes® .eoimtries'*■ 

In almost all th» ei*#dSt agr@sa#Bta of the USSB 
Kith socialist eoimtrie® as wli as 'soa-aooi&llst 
oo^BtrieSj the liquidation of long tans credits was to 
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b© In  equal' amsual iBstallffie'ntB within th© stipulated 
'tieio.  • Ag &n ixaffipls oee asm point  to the öre<tit -agrsa- 
sie?it of the 038E sad tba Cfcinöae ^aopla'a Republic of    .' 
3,4 February 1950'»  aWcciNitug to vfcloft llqüi&atlow of 
the loan of 300 »illion Aacrloan dollars will take pl&oe 
Of er'a period of 10 yeara in -aqual Bxmu&l p&ywötits«—o»© 
tenth of thi credit rec®I,!*eö;<»-r>6t  later them 31 Be'tsenfeer 
of each'yesr.    The''first lostallEsrst .waa due aot later 
than 31 'D«cember 1954;  and the last not  later- then 31 
Becamber 1963» 

,1,    Erav?lw£ üp   Credit«'and Or öd it Aecouiite*' ' X.E 
the 'first".long term er* 3 jAo&exct© teria eraöits graötafl, 
by the USSR af'tfrr World War li to' &if f eraät  popular demo- 
cratic countries,  freouantly the ar^&rjgsmer.ts of tTi^s©  ' 
credits were through reoelpt from'the i>orr<M&t country  : 

of sp eial obligations stw*lar to bonds*    Later„ this 
practice, wfeleh is well known tn oapiialict souRtr'i^ß, 
ceased to be us&S«    At the präsent,  all ci'fditB gyauted 
by the USSR to socialist countries aeö  to the majority ■■ 
cf underdeveloped countries* ar-e arranged by ^Bterlßg 
t'he SU5E3 of tit 112 z ad or edit Ita'spe^i&l^'aacounta carried'' 
la the State B&fife USSR and la the -oertr&I banks "of the '': 
respective borrower'countries,    Th*38£ aooounts als© .' 
show repayments cm 'these credit:. pl»is  latereät,.    The worgk- 
iag method of keaplügt tlüsrfl« aocdrnts sM ealevüjRting'th@ 
utilisation and liquidation of tte/a credits Is agresd 
upon the ÖSSR State BaiA aM th«'central bartks  of the 
borrower countries. , 

'la the long term credit of. 1958 to tba Argentina. 
Republic of 100 allllccs 'lEsrlean dollars the form of tbe 
eradit waa through'acceptance by the USSR cf b13Is'of 
eicchange guaranteed by the Argentine govern meat and iss- 
ued by the or .sat* ii at 3, cm a recsivlrsg the equipment CD cred- 
it*    * ' 

flic quest lea  of credit  m.rranp.&m&n%ü has  at*  1B- 
porteot sign If'lean CO also IK the extension of • commercial 
ersdits by the  Soviet foreig-u trade g.gsaslea to fIrate 
and organisations, öl" capitalist underdeveloped countries, 
In the case-, or the  Bale of Soviet good a or? deferred 
P-äysaents»  a ©ore expedient forr« of'arra^gJag credit  la 
by acceptance of promissory rifttes from the borrowing pylr- 
cbaser.«    IK this sorgest 3. OK ,  If the' customer' is wot"the: 
goveriMsant  cr an 0T$mi%'x*iem for which tli€ g CAT eraser* t 
will asauEie reapöjjnibllty»  but private firm and busl-'. .• 
Besses of sötns'othor kittö* thar BBcittity of payment cart 
be obtained through a. guaranteed promissory' note of tha 
government or central bark of the customer's country«, 
t. 

J 
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Th*sre are cases w'Here under csrlaia conditions thasö »a» 
potAable not as' era be &Is0Otmt©& in local of fcrslgö 
banks,  ox»' loans oars be obtained, itt tbesd tanks, wlfch these 
notes as collateral. 

XC    fecleäiö« ,a Geld SticulPtloa iß the |r2Klg3L2S§ 
of the Gradit-'t*    Aa was itdlaated wr? lonely,  a mmh<sr 
of creältß granted by tbs USSR to other countries  are   «-. _ 
pressed irs foreign eurreSöf»    XE -some of thes® proTieloia 
la ft&eo meide fcirt'm llquifiation of the credits.    In view 
of the Instability of capital ißt ourrenoy feriag period» 
of general capitalist crisesÄ■■from which ©Ten the Ataerioan 
dollar is not*exempt, it becowes advisable to include la 
the provisions of the raspöetlv« ore«? It» f. gold stipula- 
tion    This la of special slgnificanos In the easa of 
Ianij term credits,    Furilieraare, a gold-stipulation should 
express it» dual aspect»    If the loa& is granted in f<MS- 
eign currenoy? t«.g, to' Ameris&B .dollars, &M 'the* utlllga-, 
tlofc of the'ioan'is for a äiiration of several years-during 
srhich the curreccy of* the loan may ■■d^pr«»ßiatö» then ib-s 
lior-rc^ej? country will'raced"?& or?, the loaa from t'fes cred- 
it-M- eotmiry a smaller quantity of Ißduistrlal ©qmlpöeut 
sei of  ütbsr goods than was pro'tldod for wbea tlie credit 
mr-mwimt was^'coaoluSed*    Co the other hand,  if th@ de»' 
r«*$sl«tiort of the our-raney in thlch th@ loan is» drawn tap» 
takes" place after lte utilization Aurlngt the period of 
llquldatioti,  thea fh.gr creditor country suffers,,  badaus«' 
tue debtor' country will deliver for liqiM&tioB of tbe 
loaa      smaller quantity of goods.    These are the aonee- 
quances wh©ts dep'raelated currency results  Irs a- correspond- 
Irsa- r-isa Is the prices of the goods supplied In the course 
of "the extessloE ' of the credit "Wl Its lloiildattoia«,    In 
tälß comiecttüß, the gold stipulation In long term loans 
protects tbe  interests of both creditor and &@lvtor 
euTiiti'y» 

'' She gold stipulation with this dual aapsct was?  in» 
eluded In the provisäeraa of-the long term loah ef 1950 
to the Chinese' !soplc?s Republic of 300 Billion AiBörleaa 
dollarsj  te the loag i&sm loan-to Afghanistan of 1936 
fo** 100 million American dollar's,  in the long term loan 
to tfc.c *TK entitle Republic of 1958 for 100 million Ameri- 
can c.öllariBjt  arid in several other lo&as* 

1B a immta** of loans granted "by the USSR to un- 
dert&¥ü^opel countries where the amoirat cf the credit 
Is expressed' Is rubles the gold öosteivfe of the ruble 
is. indicated»    Examples of this, are'tb© loans'of 1957 
to India arjd of 1958 to Egypt and Ceylon. 
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r • Cuie,  In the agresHfceiit betwaen the USSR and Egypt   . 
cf 22:jami?.ry 1958*  In which credit is granted in rubles 
but Its liquidation is lii Egyptian pounds» gold stlpu- 

■'■   lattoria are provided for»  in relation to ths ruble as 
well as  in relation to the Egyptian pound. ' In eaas of 
a change In the gold content of the rublo before full u- 
tiliE&ttcm of the  credit, the amount- of the credit that 

. still remains 'unused should foe revised in accordance with -. 
-   this change,  in order to HaJntal» the gala equivalent of 

the unuse'd part of the credit»    Similarly,  in ease of a. 
change iri the '.parity of the Egyptian pound» then the bal- 
ance ID the account  in favor of the State Bank USSR in 
the National Bant of Ifeypt,  in which are entered the pay- 
«eats of the credit liquidctlan,  should bo revised pro- 
portionate    o the change that has takes -place -in the gold 

■ .content of the Egyptian pound.'. 

5«    Coccltisloas»  , ProapeetB fw' Developing %iJ£t0!Hf't™' ■ 

As isevident frota the preceding» the USSR has 
changed since the war from & debtor eountry» using cred- 
its of cat&tsliBt countries,  into a creditor country, 
extending* credits to socialist and nor,»socialist 
countries»    The sum total of long term credits extended 
by the USSR to countries of the socialist camp was,  in 
July 1957*  26 billion rubles. [Sae rats]  If to thic figure 
are' added the long term credits granted by the-USSR to 
capitalist -countries from 1954 to Jrooe 1959»  amounting* 
according to figures published in the Soviet press, to 

■    more than 4 billion'rubles, thou the total figure of 
credits granted by the' Soviet runs to more that} 32 bil- 
lion rubles.     Tnis flpure exceeds by many times the 
total sum of the credits received by the USSR during the 
time of and after World War II from capitalist countries 
(England, the US arid Sweden), and also the total mm of 
'the pre-war foreign trad« credit indebtedness of the 
USSR"to caoitaliot countries, which at the end of 1931 
amounted, to almost 4,880 million rubles adjusted to tha 
1950 ratjs of the ruble* 

ftofote,    Sao article,  "Economic Collaboration of 
Countries of the Socialist GasE-p," JrsrTge, 3.4 July 1957,} 

. Tho fissures cited indicated that the credit bal- 
ance of the USSR with, the foreign world, haa at the pre- 
sent time a significant active balance in favor-of the 
USSR,  and that  the USSR therefore appears as aa important 
creditor country«    But, äs'was shown above,'the USSR is a J 
L 
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creditor coimtry cf & special fei*4, markedly different 
from the capitalist creditor oowntri«.    Thlfi i» «plain- 
ea t>* the i'&st ih&t   1» a aoclallat e«o»o»y there is fin 
abeencp o* those -oausos which compel capitalist ecansries 
to oocur>y tUmasalves with the expert of capital, Jaolüü- 
irsg the" form of extending 1OM»B arid or64its to other 
V w    * "The ftrcditß granted fcv the USSR to other ecu«tries 
heve nothlnr  i» cottmoji with, the export of aapltal la a 
capitalist oocnoav.    In a öapitallst•economy the feipors 
of capital becoaaW,  la the period of Imperl&lisa lor the 
We prosperous öapitallst .countries, s» urgefit xififcassltjr* 
An"Lento pointed out»  "the seed for the export or jajutal 
Is created toy the fact'that  In some Countries e®,px%&i%mi 
'became overripe,*' &M capital lacked opportunities for 
^profitable5  Jav3BtB«Qt, ttrader conltlona of undöi'Äevgx- 

■OBBsent of a#rieolture ard the poverty of fhe a&ajee) • 
BfeoauRo of the iaawlllS.ng»«ss  of capitalists to un® 

surplus capital for ta© Äar* elopasant of »grtoulture ana 
raißlaer the standard of living of the workers,  since xlus 
would meau & leweriug of profits,  these capital funds 
/::a>vaa to fca'ckw&rd cotnatrles wber« cheap raw materials 
«■<M los w&xes promised a maximum profit, as well ae to 
in^st^ally fievaloped countries» whan the extension  of 
Ioar,E x-o thase countries offered the creditor definite 

Hnde^ conditions of a socialist economy * having 
dsatroyöÄ the basic confliot öf capitalism—a conflict 
batvreea the social character of production mä the pri- 
v^e form of' ownerahlp--causes are absent walch iß oapl- 
taUßt countries call fortb the Bacessitj of exporting 
o;oital.    In the planned cecmoaqr of the USSR tfcera oaa 
W'BC "surplus capital."    The development of productive 
fo-,'ftes  In a aoetallöt commonwealth does not rest cm tha 
& arrow  limits of a demaad that must bring profits» ae  Is 
tha ease In a c&pitsllst eccoomy.    Resarres, which hsve 
aootKPUljat#d In a'socialist economy, ars directed, in a 
pi^xirefl namiar toward, purposes of expansion of socialist 
Sr-viyctlop,  ain#* at raising the standard of living of 
woofers,   1» .Jcoopiajr-with the basic ecoQ'omiolav 02  so» 
C3a-t-~ %feCHa- t3rtanded lay tlie Sovlf/t Union  cannot, by 
t;-<* --.'■'T rt-ture of tie socialist economy, -pursue moro«a- 
a:;? rxids of earning abroad a hlgber profit, of exploita- 
tion and enslavement of debt©? countries, as  is mostly 
the oase with credits gr-antetl by capitalist  oouotrio».    In 
view cf the absence'In a socialist economy-of ä Bpoo'lal      J 



r category of capital ft» surplus fändet, 'bringing eddltlonal 
profit,'and therefore also tb@ «bä*möe of a o&tegory of 
capital for loans,' ttie material Value«' «hieb'the Soviet 
G-oveiraiaDt extends 'to' «"She** .emaivtrlefl, under ooridltiOBS' 
of eou&l return KilMa a definitely set period, ars a'lal- 
l«r only In for» to ifc.$ credits la a- capitall«t «öoßc«y, 
Tha EiÄ of tbe&e "«pedlts* la rather tbi> exten&loa of 
friendly 'disinterested eoewoslc h$lp to *Vmr   QeuxrtHoa»- 
söölallst sad »CB-soeiallEt« 

'    fhe objective eoonoiole laws of aooi&llsm' f'lad 
thair reflect ion »IRO in otbar öhsw&ctwlftti« 'features- 
of SjaternatloneOL credit relations OB tha part of the? 
Soviet -Qov eraaout.    Tba Interost rate« o» or ad It» grant «ft 
by .tbe'Soviet &cnfonip.e,at to other oountri68 are ®tf&J,&rd   . 
rates and are sot determined* a» Is tha eaes in capitalist 
countries« by the fluctuations of loan' totcreate mz tb® 
world aoaey market*    It le eafty to be canv'iaoed. of this 
from the coan&arieoa msde ab ova cf the Irrt^reat ratee' on 
loane aad credits extendod by the USSR during recant 
years to socialist at>4 öüß-soclallat cQ'-:mtri@s„ with tbe 
In'ttftreat rates on loans ard credits extended Aurlns tblo 
gf#!®-p«riöd to diffarest borrower oountrlea by the United 
States aad ether «aoltaiifct oountrlea» as well &s by tba 
latärfcatioaal Bank for 3toconat;ractlc& and BeTreXopaaßt. 

füh© lnd«paaiS.«noa of Interest Alis on credit» 
'prwlded by the Sohlet (Joverumeßt to ©tber countrios from 
th« rates of the loan lstorest of the world capitalist 
e&rlcet,  %.& «xpl&lft&SL by tb© fact that credits granted by 
tb.® USSR to other smmtrXm are not a mo¥©ts©^t of IG&B 
e&ritalä and f or tMs reason, ara not COM trolled by reg« 
ulatlooa efe&r&oterlstls of loan capital in a eapltalist 
©eaaos'y» 

' Oi'is of the VjoEß01116»esa of socialist productive 
relations Is tho' cliaracterlstle rsacbarglisg ©xaetneas and 
aeotiraoy, «ell ksowio to capitalist bwsl^e$& öirel©»* 'of 
tbe SOY let Gm®irmant aad tbs Soviet fertig» tr&dn or« 
gftnlsatlona in tbs fulfillBe&tef'tke   credit äbllgatleaa 
that th«y ba;?g* ftssumoCL.   -Quita & differaat picture is ' ; 
obasr^edj ass WE.# @'hovo above,-1B tb© capitalist morüemj3 
Is uhioh, because of tb» fuisctioB  of tbe law of anarchy . 
1B preäuätiott «ISä ooiapetltloa» ©eonomlc or   m &r§'in» 
evitftble, resulting' In "feiafcraptuf asad■ noö^tyment of 4o- 
litstlC' seed fordtga ""debts» ' Kda-fuilfilia ant of foreign 
\oredii otoilgatlotift aa& h&ve no plaae la tb© USSR,  la 
•»lew of tli» absraoa io a -acolallst <K»ö&omy of-orlsas of 
'crer^produetlon» mü also beeaiise of e. platmed rational 
'd«TO©sqr a»df' te particular, of planned interiaatio-aal car« 
L ' 
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rmey aß<5. credit relations.    In these- plans   proTiaiOBS 
a**'*'made for adequate USSR currency reäourooa to llqul* 
date" Oil tdtra all forei*is cr*ait.obligations arid  the in-  ' 
tereet theraoK.    I» connect ion. wliih this» the capitalist, 
countries have öe?er in the' past baa any objecti?9 
grounds for doubting the capacity for payments by the 
Soviet Oovertwneot.  "This,  however, -did not ©top reaction*-'; 
ary circles of tbase countrlaa hostile to the -USSR fro» 
spread lm>:'slanderous rutaora about the incapacity for 
payicenta'by the USSR,  or about ltd f iTsanclal ruia.    Iheoe ■ 
slanderous  campaigns always -dnded 5.»   •  Alegr&ceful fail- 
ure for thftix* iKsplrera* . ■     -.■ 

According to the demäMa of the eccöoaic law of 
tha til armed de^eloment of a-national economy;» th* de- 
vslopnjsnt' of international credit relations of the So- 
viet GovenKaeflt--takes place -according to plan,' aad not 
sacretiv as harrpsma aost of the time ia a capitalist . 
country,    International credit  relations are conduoted 
by the Soviet G ov orximent 1B tl;e form of a staple «eono- 
m'io unit* eo^fl^ctiog foreign trade on tlie Mais of & 
government    KODCDOIJ*- 

The oredits granted by the USSR to other 3oyntri#s» 
indicating a mmemeafet'   of material T&lue» from the Seilet 
eöoricmy to the'economy of the borrower countries*  and 
ai-io the contrar? woveaent  of materiel values' In the li~ 
QM Nation of credits and pajusect  of  iötarsst from these ■ 
couiitridP.  iato «10 USSR, ,e.re provided for lu the national 
eoorcmy a»d in the erDort«import pl&ss of the'USSR.'   fha 
er^cita of  tha USSR to other countries,  socialist as well 
aa underdeveloped oapitallat countries,-reprsseöt, as 
was EtraBeed earlier»-ono of ttie forms of friendly, dis- 
interested eoosoisio aid to thast coiiatries«, 

ifrow' a narrow conjtnerö'i&l point of vl<w„ «srteösion   , 
"by the USSR of credits to other countries doas not o&rry 
*JtI-,5   it tl-is receipt by the Soviet #eoaoEiy of some kind 
oi   a^eliate benefit  in the. form öf a higher profit on 
oä'-vtal,  as  is ids c&se 1» capitalist coyntriee,.  or of 
an/ cthar jrains.    For tha Soviet tin ten  it would b© mora 
cod'w«u.mit''f0r Its. plaanod ©oonoroy,  inatn&d of trans- 
ferriu? to borrcwer countries In the tarn of credits 
izs'tustrinl. eaulti2©:it  smd estarialsu  to «oe thorn herself 
fe- do-iiiatic'^tTOdPs to expand production, with the alia 
cf H-mditif 0'it> an ixiori&aoed wamb&e of products, to for- . 
el«-" f*<:..5ntie.i  it>  exchange for poods needed by the Solist 
#n;it<Jrv,    fw eta^ö?  on credits bytha USSR in the form 
of   >,t^-3st,  the   siae of vrhich, by the way,   is marlcedlj 
lo-.-jr-than ilia lBtarst on'the-world capitalist markets,     J 
L 
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.represents only Boras email comp-anEatio» to the "Soviet   ": 

Ühlon for those lossefiKhiOh tha Soviet esoüoißy suffers' 
as a result of the withdrawal of material values for the 
extension of credits to other eornitrlas« 

fo socialist cotmtriea the Soviet Ufeilcn'öxte^is 
-dielnittre&teA fraternal aid* growing out of the prinol- 
pies of proletarian Internationals sot.    By force of tha&e' 
principles moo lallet countries -that have reached oc:a-   ■ 
etlderable auocess in'the dawdopment of their' eoonejny,    ■ 
consider thewselvee obligated to »rtanä fraternal support 
to'other countries, iia it ei as they -are with them in the 
.ideology of Karri siß-Lehinlsa and tha common purposes of 
the struggle ag'airü't imperial! SJB for the halloia^ of 
BociAliBA'arid comiauBiisBi.    The alas which th«. Soviet '(felon    •• 
pursues in granting creo.lt a to these ooiartfles. when they 
are la rseed'of s-joh credits?,  comBista ID: thies to vxate® 
possible the  GO oh cm le progress of .thestsö coimtrlaa^ the 
ßtreööthfiöißg of the world socialist  system &M, thaaks 
to this , the "epaedier .ettalanent of the universal irlö«' 
tory of eOBamänlsm«. 

With relation to the credits of ths USSR to und«r-. 
developed öoüßtries,'these credits, too, ■ serve'as Ala« 
interested help axtöM^ä by the Soviet Unioh* 'Just like 
tl,® ■credits to the 'camp of socialist countries,-although 
the motive« ana alms of extending this'aid-Are different 
one from the other*    'She USSR»  a& ¥#11'as the other SOG« 
lallst' oomrtries cotusiders it essential to help the     « 
eo.tsötriea' which hats recently freed th&mselws from the 
colonial .yoke-, and who are struggling for the strength- 
ening'of thölr tecico'aieBs but have not yet overcome their 
'iepsMefie© OK imperialist governments. ■ As N. S. Krush- 
chev point'ad' out» tha USSSTceaaiders ©uch aid aa urgent 
task from the point of view of hananlty aiad 'the solidar- 
ity of SB'aaklrtd»    Stressing that thiss aid' is of an ua- 

'.selfish character.,. SSf. S. Khrushchev aays,  "I'feers is» 
.however,, a •'selfish» ©ae*   of a certain kind (I put tha 
word is quotes), having Both 1B g in cosmoa with mat ©rial 

' selfishEeB3?  exploit at loo.» and bait for catching people. 
It consists in this, that by extending economics, testa!- 
cal and other1 hslp* we create for thsse coimtrles the 
oc-Mitiohs BO that they* rsaw that thay have freed thsa« 
selfta from colonial enslavement* 'should aot fall for 
some humiliating bargain with colonialists,, should «ot 
go to them ha.t-in-haad *  should rot- srjberdiri&tsr their 
öccijoiny, and that thay should be ahle- to resist attempts 
to impose upon them old colonial relationships»  even if 
IB a changed fora«    Helping these countries to sat up theiri 
L 
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ad 
Arab Republic mi\ others, wit& tue- ?«^P ^ "^".T ^i;r 
«uaraRtcöiar supplies to .these countries (v.itao*t i®-'f;; 
lete rcpavnnjt) of Industrial equipment ana tne technical 
aid of Soviet socialist, enterprises are bclti? buili tn 
hppw iraustry and other "breaches of Industry, electric • 
p^ef Btationi^crts, canals and roads. All thle aeips 
the Rcoe3ev»P.tiOQ"of the tampo of economic aoveiopßeüt of 
llesa countries aid Is favorably reflected in the »ater- 
laj  and cultural level of their pooplec. ' 

'    " Tt  is  In tMs that the difference iios between the 
nspR a<j a erector country naud creditor countries  in the _ 
capitalist world*    The positive aspect of  Internationaj 
credit s»-t:b.e ability to assist'the development of pro- 
,3^+}Vrt forces  in the econöstlcally "backward countries—~ ■ 
+l'*s '-3 9 r*Y«aly20d to «stc highest degree and takes- on 
»^cnaT'füi'M  uaoer capitalism,  especially Un .the-last 
TiTrp^ of Its dsvaloxsment, unÄcr monopolistic capitalist. 
Ti^naMcasjL credits are used as weapon B  of exploitation 
a«d ")W; *™>it of economically weak and b&ofcward deDtor 
oiuctri«? for the industrially d^elopad creditor coun- 
to6SU Only «ato öoolßlieai, as is shcmi iß the develop« 
,,,^1. of credn. relatloas between the USSR and aootallao 
s^i'roß-soolalißt countries, does Internationaioreolt 
f-i3Y ^nlfeat  its inherent progressive tendencies—to 
r-1-ft^ro^KSsof seriously backward cowntries acd 
p^of.lea fid to leave & positive lnfluenso OD the devel- 
ra-'-ifr't of  all hussa» It?» , ■      .'■ 
'' Th* r-a-.ö' r/lBiiei t>rsgra» for paa&eful construct- 

ion    in* 1 oat art ir'ttie achedulod fifjurea for cltiveloping 
th^st tonal ecemomy  of the USSR in 1959-1965,  also op- 

"     v,, ..^ -pviyp^QtR for ths .development  of loreigE 
.':"! 1 * I'T*"I  ,.,*•*« TV,C TTA«R .     AB  is  indicated 1B la© t^4  v**h x-^e OSSR.    As  is   indicated 

■ t->,.'iT'-p  or n^wlaa, the forsi^B trade tyraov^r ox 
il-r;;r VeT«-<?*j +•!«'-  IBSP and fee socialist countries wxll 
tr::r ^s"^> 196^ one and a halt times  and. .even ©ore, 

}'::.*.^ari:PGn'wi.tii 1958,    The foreign trarte turnover ox 
fo-dn with the u^deMefeloped countries which has 13- 
creaafd five times  in 1957 compared to 19tx5, w^li bo 
broadened evea further,  as far as one can teil. 
L 
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The development of foreign treuäs is *ceoap&aled 
by d^elopEsmt of credit relations awoa« eoufttMea at&t 
.conversely, the develepaMnat    of credit relations leads ' 
to the iacreaae of turnover i» 'foralch trsfAie.-" In con« 
neotlon with the vast growth of tha ecoaomic night of 
the USSR in its xsew stage in .the progreäii toward com-  . 
atmlBiB and tb.ua Is the teere&eo la foreign trade, thorir 
is good-reason to as DUD e the £tir&«? dcrvelopmant of .In- 
ternational credit relations of th* USSR*    Is far as 

■the growth of its economy permits, the Soviet Union will 
■In' the futur-8 'extead economic:aid to the social1st 
eountriaa and t,o underdeveloped capitalist countries4 
Including the extension of credits, if they ask for them. 
Deliveries^ based on 'Soviet credits*  of ln&ustx>i&X «qulp- 
»ent &Bd th«' extension of tsehsic&l aid to the peoples 
of underdeveloped «ouutriee,-will help the latter lay   . 

■a solid "fousdat ton for their economies aM advance* 
their national'go lerne« axtä oultura«  (See "Speech of K* 
S. Bhruahcbav," SxSSS&k» 13 July 1938») 

X& regardvto the ccuntrlee of the socialist camp» 
their aleziifloftBt successes -in    dereloping their eooö'casieß, 
especially in'Industry and agriculturei will'no doubt 
h&Ta the ¥©11 teüomi coas.'equsnce 'of decreasing the need 
for Soviet credits in some of. the socialist-eou&tries (- 
e*g»*  In-the Chinese'1 F*9ple's Republic, 

Hot to be excluded in the future is the posal» 
Mllty of developing credit relatione between the USSR 
end the industrially developed eapitsliat oouutfleg 
with th« -aid of using the credits'of these ostmtrifts 
for mutual 'benefit,    la the eonn&unicatiü« ©f the Chair- 
man of Soviet Min 1st era of the USSR, B*. », Khrushohet, 
to the President of th© US* D» Els arJiower ? dedicated to 
the question of improving Soviet-Americas relations, 
and In paxt to Ke&cur-ea which co-aid help rorss&Xisse 
these relations, there is reference to the poaelb .llty 
of plaoeueot by the Soviet Union of large orders with 
American flrtce for sorce types of  Industrial «culpment, 
materials aod Jbäaufactured articles, and also "to the 
read, in ©so of the USSR to $«refc&'sd wore American goods 
than to sell to the US,    la connection with this, ecn- 
tinues the-oommualofttloo, there arises th® question of 
the possibility of paysnoiste 'by Installment and the ©x~ 
tension to the Soviet Union of long tana, credits under 
usual conditions,    flfeia proposal of the Chairman of 
Soviet Ministers of the USSR represehta & profitable op- 
eration both for the USSB and the US.    For the USSR,  the 
realisation of this proposal would help to speed up th« 
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r t«Ifilineut of the progra» of freelag ^^^f 5*S°«l9 to satisfy tht dara&nAa of the Sovxet peoples fcKcl, ,.Ci  tu« 
It tt'vouw »en the pftBftlMUty of lnöreaattje *!■• ™* 
of Its industrial enterprlaoa and alao to tootle «a~ 

itlona not cnftj the borrcwer country out al«; thj orel- 
>er country tee great intarart« at «take,    w£*U »•- 

lai 
it« 

fo*«65m trafls and other econoaio ties hstvreai trie county 
tt? f^;iie^ £he credit end the country which raaeivea 
U.    Sine© the-export of goods la a ooafleqyenne 01  Iß» 
ter-aatloij&i »edits, tha borrow« oöimtry has tue op- 
Strait* of bcooaln? aoatialated wltb the gooa» inawu«.** 
?Mtoidrto"th« creditor'oountw.    I« ^S^fJ^ 
5to- country sets aoauftinted with the morchaAdiö« o;,  the 
iwowe«-"oöuntrT, because liquidation of oredtt«, pivt 
t^^wt, really taXeB place through Ä«liver*3J of goyd* 
fr'vo tb® borrower öoimtxy.    As. & conpeqflonce oi   ta^ in« 
fv-ohsrifte there can ooana a äerel open art o*  mutually j»-©- 
f ^b'ie"Wi9 between tha correcpoading oountrlöß HOW 
c*l-r ^ orcdlt, tut CD a cash Uuis.    XD tbla «aEaer. 
Ä t>orriarJL conditions iotematlooftl or^ta effi  Lead 
to a v.icLsning ar<5 deepening of eeouomto tie» aiaong 

Joe roas:ifclity of uttliaatloa by the Soviet Ouloa 
of erects froia iöduatrAally d«velopo4 capitalist 
c'o^ttfie* for acceleration of the denrelopaent f*   "■*, 
rä^urilv* f crone  saraaot be conoid ere« a® something A»- 

. S"Ipnt:lbl« vltb its rola as a creditor ©orojtry, eartend- 
ore-ilto'to1 socialist countries and baolwarä capital 

g^en€&ioae induetrially developed capitalist 
M^V'-C^ cowtrtöß there are BO countries vhos3 ifcyaio&l 
" *"I««-VL vewestor. tat Ires would only wish to extend ?„13t?. 
ry-cw« to oth«- countries, btrt would »wer tlwmaeHoB 
«*w   ,«6 o-* tta «;-«41tfc fef other countriefl.    Pu?therowe, 
t--^r-""s Twn,1-.--* i'^x,r«Äi«faslble Äir a sooialtst oataitry  • 
i,.,'^;^-;.,^;,,,' fr0:i eapitellst ceimtriss,    Ta.e policy 
^*";.:\,  ^Ar;;' -,>3^--rful eoexlBtenoe, to which soclaiUv    . 
Xiv^-";^';'^^»;  preanppoace dö^cl©pauat of ©soricsiio . 
ar.C'v;ec^L©/al0C wattsally profitable öreÄit  &Jeß 
äv/;r'/,*ocun&"ies with Aifferont eooBQaic «d peUUwl 
e^'-ta-uto.    E^enrthitiff dapend's «pea w.aaii conaitiofl» raj 
?:>r Svlt p^poies the soeialißt oountry reoelvea orydlt      , 
j&o cäilSist iountrle»,    !Eh« hUtory cf the credit re--» 
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n 
■lations of the Soviet 'Union'with the inctu.str1.a21y developed 
Capitalist creditor countriest when it was th«s only socialist 
cowntry in the world,- slices that tha credits öf th<e*e ooantiM.es» 
unoe* canrÜtiouF 'that uphold the prfcneiples of «mal rights» 
actual be«5f3.ts, non-inte-rfcrenea in ih* intsraa! affairs of the 
^borrower eotwtrv'f and the absence of any kisd of hüsdlitatinj* 
conditions can play a positive role la the, davslopaeivt of thu 
productive forces of the socialist country»' 

10,052 

/ i 



CHAPTER IX 

BALANCE  OF  PAYMENTS AND PLANNING OF 

INTERNATIONAL ACCOUNTS 

1.    Ifelanoesj^leetl^ ' 
*tv' *»■ 

One of the characteristic peculiarities of interna- 
,,,,,.1   öurrencT transactions of the USSH,  as a socially 
Jia?e    if tie planning of its international accounts ahead 
of tiie7which have become known aa  currency plans in Soviet   . 

terminology. understand the essence and basic 
principles o? the methodology used hy the USSR in pianniog 
£>„ hoiance of DBvmsnts it would be best to brxeliy icVAe* 
tt° v*rtm*  ?ype1 of balances,  reflecting the international 
b^SS^transactions among the countries and its oifiei-en- 

.7^/-^"rtr, -p^nr* t-he balance of oayments concept. 
tia^°\£°fnte?nSlUl balances,. *hich reflect the ac- 

«' ^^rr^^aX^nS SSlSc'Sre^nLifand 
^. .wStc°intf?cou?se^e?Heen  them are:     trade balances, 
S^-^vVri^ ^:krc3s over specified per low of time'  togethei 
„>fv"rv-*i   «(riaU^np factors which are balances 01   ^.edlt 
?£\ltwt?£*im*fa balances of ^ff^'^LfSv^nt 
nSsf/änd credit,   or dated accounting balances,  and payment 

balances. & balance of trade,  in the  proper 
.^^^—V-^f^Thn wlfitlotv3h3p of the value  (sum 

!e^T ^ S?c* f orlhe expSrlel goSS to imported goods for 
totöL 'J*   pric-5,-».   *-'<  Ji^« ™io<* o° time.    Trade balances s^M^räUs Sä™".« ^ ..... <* *«*!*> 
trac. ^f J;^'b3,arMS of most capitalist ^f;*" *™ 

i.i-   w-^ f,rr,or- in prices borne by  ehe gooc* 
the *e*U* of 3Ap^'/'^K-,cross the border of the country 
at the -Uwe  of tnel,-  U-ansf^r «cio , u import 

- ^V^^^aTn ?ox°n?'.ilf  ;;"ch as the USA,  Canada ;   goods at Ci^   Certaxn :^^-  J^rt valueB ln their 
:   l"id^i --::^°tr£i ^ basis - at the FOB prices.     This ,   trade   cj'.a».-'j-:ft on   u;.fc   ^'<-   w« fftraiinr it» own  trade 
]' is th* system, .yaux! ty «no üöon in turmxnt, iw 
•■"' balances» „  ,     ,„ ., a  -«n^rt active when the value ■:- >r-)o balance of trade is eaiieo. *b±iJ^-w.*;    ~ ,..„^..e. 
? of expo«, X;aa given pf iod exceed, Jjej.Xuc ^^»P»-.     , 

" SSJ^WA?*» S«tSc,f&»" ^r.  the , 



export values are equsil to the 'Import values it; net balance., 
•In epeaking of trade balances/ one usually Supposes 

that &'' tr«ad4 balance"means the relation of the value of goods 
sold'to-those bought by one country in another* over t,  given 
period of time, i.e., one proceeds from the presupposition 
that all goods exported during a'given time were sold and 
delivered, and that all imported goods were bought.and re» 
"ceived by. the country in this period. 

Actually, the value of imported and exported goods 
in the trade balance is estimated independently of the fact 
of whether they were bought and received during that period. 

Goods can be exported from a country unsold when it 
is intended to sell them abroad gradually from a'warehouse, ■ 
in such a way that part of the exported goods in'a given 
year may turn out to be unsold by the 'end of the year. 
Beside this, there are goods -which are exported as gifts, 
reparations,.raw'materials, etc., these ere also reflected 
iii" the balance of trade. The country exporting such goods' 
doee. not receive an equivalent supply of goods, services  • 
or gold in return. 

Account Balance for a Sjggcific Period. The selling 
and buyirfg~oTiood"is, YoxHEfce ma"3orrEy~oF"states,' the basic 
factor which stimulates monetary demands and obligations in 
relation to other countries. However, monetary demands and 
obligations nay arise among countries aside from foreign 
trade, this being a consequence of other economic and npn- 
eeonornlc relations among 'them'. ' ■ ' ' 

In connection with this, along with a concept of the 
balance of trade in the sense cf a balance reflecting the 
monetarv demands and obligations which occur in consequence 
of the selling and buying of goods,, it 1B expedient to form 
a conception of a broader balance, encompassing all other 
economic and non-economic relations existing among countries 
which call for mutual accounting. Such e balance may be 
called the account balance of a country. 

.  ... The account balance for a specific period is the •: 
correlation of monetary demands and obligations which have 
arisen in the course of this period .in a given country in 
relation to all other countries in consequence of foreign 
trade and other economic and non-economic relations whith 
those countries. The usual items appearing in the account 
balances of developed-capitalist countries are the folicwing: 
the sale and purchase of goods and gold; the receiving anc^ 
extention of services in the domsine of navigations, and o'cher 
fprms of transportstion, Insurance, means of communication, ( 
broakerage and bank operation's, technical aid, sale of 
patent-«, and the like: expenses and incomes through interna- 
tional tourism remittances of immigrants, foreign workers, 
and other remittances of a nop-commercial and charitable 



mtvv®; upkeeu of Jiplomatie and otfcer official representa.- 
■ tion sbrosd; remittance of inthreat, dividends and profits . 
'tivcwgh foreign credits, securities, and lavöstmetitß. 

' In-tho account balance, as distinct from the balance 
of trade, lt>l» not the feaoant of export; and import of goods 
that is shown, tat rethor tins amount of goods »old and de- 
livered to buyers on one hand, ana the aiaeunt of goods 
bought and received from the supplier a of gortäs for- a given , 
of^ioä, on the other; this' is independent of whether or not 
they were exported or imported la the given year or in the 
past years. ' , ■      .. . ■■ 

It is also necessary to stress the fact that aa ac- 
count balance is the correlation of monetary demands and 
obligations of a country In relation to other countries* 
which is independent of whether or not these Monetary <3e- 
usapdB and obligations were paid in cash in the oourse of 
th«* period, for which the account belance is prepared, xt 
is in this that an account balance Is.distinguished from a 
parent balance.        '■-.-,. , .' 

Actually, the extention of credit by so» countries 
to others as well as the settlement of these credits as • 
w*1*» aa foreign eaoitai iir/sstfhente can occur enly in the 
£<y>-  .of roods." gold or'the rendering of services "äfhich have 
a tV^ary'value. Beoauac of this the rem3.ind,er of the &c~ 
co«** '>-*Jaruje ;fcr* the corresponding period will he the 
oveVfill riOVö-Hcnt of credit and1 property (capital investments) 
fö"' tv^ r; csriod. 

'•'hen 3 cou-itry has an excess of such monetary demands 
as PSV ;une arisen in the ooiiree of a given period, over its 
monetary ofclleationa id relation to other, oountrias, wa have 
what I^alled the active reminder of the account balance 
for'*h;--i'period; and"this excess signifies that this country 
pj^v.rf.,, ^-rtaiirti-.d cüdit "to other countries fop the sum of 
^h'"''"■■')/•!'■'^ted ren-nnder' or paid off its former .debt .to. these 
".:.,.,:;;...;,'.""0., Fis-* either one or the other may have taken 
vi?r*" ru  boil« correlation. But when a country has en excess 
in'eucfi Bon.-cr.ry obligations as may have arisen in the course 
of &  «riv^n parted oTer monetary demands in relation to other 
™n(-r:-*H" w"j ta.^-3 what IB called the passive reawlnder; and 
th^"'V""-*3 v-m <*■<<'* either the fact that the country i?e- 

* «lr;:',^'-'.^^:-.p''-f-v-^: ^;ier countries for the sum of this 
[ X':-':c^ "*i:^"I:.,----vr-'^»^r nountrlee have paid off th3ir pre- 
| -TI"« -'^-t' V- ths •■■xvsc country for this sum; or, it may be 
F öart'iv one ot* the othef.      : , , 
* The account balance for a specific period is brought 
I into equilibrium by tha movement of credit and property ^ 
I ■{capital investments). The ptssive ramainder of the balance 
$   of the'movements of credit arid property should nauch the 
* active'reminder of the account balance, and the. passive 

remind^ of the account balance - the active reminder of 
ft 
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the balance or the movement of credit and property. Items 
■.In the balance of the movement of credit and property may 
be subdivided into long-term and short-terra transactions« 

It is the accepted thing to relate to long-t^r® trans- 
:actions the following: the buying end selling of enterprises, 
land and houses abroad;' the purchase and sale of shares, in- 
terests and bonds of other countries, as well as nevi issues 
of these securities; the extention and payment of long-term. 
„credits which are not in the form of bonds. The following, 
'are considered to be short-term transactions: short-term 
credit for goods.; the receipt and payment of short-term 
monetary credits; short-term investments of capital in the 
form of deposits and current accounts in banks; the buying 
and selling of bills of exchange and analogous securities; 
the purchase and sale of foreign paper money, :which are in 
essence the allocation of credits for claims by other coun- 
tries or the receipt .«/of such credit from other countries. 

The"Balancejot  International Debt and Demands-or the 
AccounOp^ theTTuTI revela- 
tion of a country's credit"relations with other countries, 
and of the state of its international debt it is insuffi- 
cient to know its account balance and balance of movement 
of crodits and property over a specific period of time,as 
these .balances encompass such monetary demands and obliga- 
tions as may have arisen for this period only. 

In order to judge the general state of monetary de- 
mands and obligations of a country in relation to other 
Countries, It is necessary to know the balance of its in- 
ternational debt and demands or the account balance for a 
given date. The balance of the international debt or the 
account balance for a given date (usually the beginning of 
the .calendar year) is the correlation of all the demands as 
well ae obligations, and property (capital investments) 
having a monetary value of the country in relation to all 
other countries for this date. 

All monetary demands and obligations which a given • 
country has in relation to other countries go into the . . • 
balance sheet of international debt for a definite date; 
irregardless of the time of their occurrence, only if they 
have not been liquidated by-the given moment. This balance 
includes not only the purely credit demands and obligations 
but also property (direct capital investments) abroad. Such 
property of. a country existing abroad in the form of houses, 
land, factories,, plants, interest in enterprises, possession 
of bonds, etc., is considered as a country's monetary demands 
on foreign countries., and similar property of other countries 
in the given country, as the monetary obligations of that 
country in relation to abroad. 

The balance of international debt as well ^as the bal- 
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ance of the flow of 'credit anä property> is Bubaivideä into 
lonr -and short-term monetary demands and obligations. 

'"''  It if? eh^ accepted thing tö attribute the following 
to raoneta'rv demands and obligations.i  property abroad in the 
forta of houses, land/ factories*, plants, etc.; possession 
of forei.gr> securities (shares, bonds, mortgages, ^ereacß,  . 
etc); demands and obligations for long-term locos and credits 
vbich bsve not taken the form of bonds or otuer securities._ 

As for short-term monetary demands ana obligations, 
*one -ref^s to them as the detaanda and obligations;  on 
c-edit for goods and other forms of commercial credxc; on 
r-on^ferv short-term credits by firms and banks; on deposits 
and"currert accounts in banks and other ahort-wr» oDXiga- 
tions as well as..remainders of demands or «btf/ 1^";" 
^ account; in such native paper currency as e^xsus abroad 
and in such foreign paper money as exists at nome. 

The assets of the balance of international d^bt a;, 
e cHven moment consists of a country's entire amoumc ol 
property abroad and of all demands on credits given oy 
that country to foreign countries, whereas tf*^*^* 
of  the balance consist of all the property of ouner couuaxe. 
1r *he giver country, and of the obligations on credxts 
ffi--.--P to that country by other countries,   .     . 
E    Individual items of the balance of ^™^f±>T 
r9„ w fo-rrd either on the asset or In tne llanility sneet, 
denwinp'ori whether the amount of monetary demands exceed 
th-'V'^ün't of the country!s obligations with relation to 

Th© otV;* countries, or whether the opposite nolos crue- 
v^'^ai.^tHnr'can also be said with respect to uhe 
ecnn^n^'baiinSe& of long and shorts-term transactions, which 
iovnfH tanv and be of a different nature. 
may nc. ta i| ^^     tud  whether a given country occupies 
ir •.-^- io-ld ecoromr a position of a. creditor or that of a 
iL.-":; ?- ia vBual'to make the judgment on the basis of .he 
tin**: general active or passive remainder <* J^ *alarce ol 
tit*«rational debt.  Such a deduction does, not, howe^.,    . 
iVi;^ Ji?^eioor.d to the actual state of affairs in the Ixght 
£ the fa^t tlS the short and long-term credits have^an 
teSi57:eMr^" m^Pnin«.  Thus, the indebtedness oi a u^if:;aLtC^X":;it^rV transactions for example, In the form 
coan,rs ^r S.K;.. W;^K ^      accounts belonging to enter- 
of amount* wyff" ^'"^"-Si^oouStrleB in its banks, in 
priser ana ^^^^'^^^^^po^Py causes exceed the 
COn3?S1. Xi    r t 1 o d Ld of Its long-term loane 
amount of its ir/v:Su,^;£ * «e th(a determination of whether to other countries.  Ahe,b*ore, t^e^e     oountries 

the country is a or***£* ^„V* rbsence of complicating „ 
should, as a rule, P™^^* cr paesiveress of the bai~ 
circumstances from tne f^ i; ^ ~!f i0£ff„t<*rin operations only. ance of its international debt xor long c-i* ^ 
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The Balance of Palmen t§,. Among the intern«. ,tion* lac - 
count tihänTelTTrTISnB^Mnse of the w«;a, the balance 
of payments occupies a Special place. Under conations of 
the capitalist economy the fluctuations of the rate of• ex- 
.«hans:« for the country's currency "depends on this "balance 
of payments. Bec&usa of tirla the balance of payments pj.ays 
a significant role in -the economy of all the capitalise ; 
countries« " 

"' ~K. Marx characterizes the balance of payments as 
'"a balance of those payments which become due and require 
iKBaedlate liquidation.  ([Note] See K. Marx, DasJKa^ittl, 
Vol III, 19^9, pace 505).       nn   „   „.  , '^^,nn Proceeding from this, as well as from Marx's position 
or currency exchange, the balance of payments may he de- 
fined as a' correlation of all monetary aemanas ana oblxeja- 
tions of a country in relation to other countries which have 
oeci-r^efl as a result of diverse economic, and non-economic 
relations among them, and which are due by a given time and 
are subject to"immediate payment in cash,        _ 

Inasmuch as such monetary demands and obligations .0.1 
a country which are payable at a given moment determine the 
^relation of demand for and supply of the means of pay- 
raert in foreigh currency on its currency market, the ^currenct- 
exchange rate "of a country, as K. Marx showed, depenas lirst 
of all on the state of its balance of payments'a'*; a given 
time. ([Note] £ee K. Marx Das Kapital, Vol III, 19*9, page CO*} 

At the game time, one roust keep in mind ehe  tact'tbac 
not ail monetary demands and obligations which are due by a 
fixed date'are actually paid fully in cash. £onb3 of these . 
obligations, especially in periods of economic o^iess, are, 
•'n fact, not paid off due to bankruptcy of the incavidaal 
ri-'ntor^. Since bankrupt debtors do not present a demand lor 
means'for foreign payments from the currency mar ice t, tuxs 
category of obligations does not even influence tne_currency 
-ate o^ exahang-et A country's balance of payments is put 
:'rfö »arllib^lum in these cases through bankruptcy» and the 
non-payment'of their obligations by individual oentors. 
not, V*J]£-*v  cot)dltlon3 cf capitalist economy the balance of 
payments In the prooeso of being balanceo, in a way wnich 
ln'*lupnces the currency rate of exchange, differs .rota i.he : 
W!?P^ of Dayments for the expired terms* .  • b    The balance cf payments for an expired term  or ex- 
amnle ^or a äav, laonth cr a year, is tne correlation of s*Jci 
Snetary SaSsnSa'and obligations a, have arisen in a country 
a^ result of all economic and other relations wic.i otnji- 
counties and which are due some time in the course of thit, 
™Jo* which have actually been liquidated by ca?npayments, 
?rc-lhlse demands and obligations were accojpaniea b, spe- 
cific payments, the balance of payments for the past period 

» /C3 * 



tlme' '.The balance of payments for a epecifie pericd of timc 
could 'be called the account balance öl W^^^ £o 
r,rv^i  its difference from the balance of V*Y®^~»yn   ^ . 
celTof Sing balanced whloh affects the currency race ci  . 

*****"%*  indicated oppe-ition in tht^^^^^^ 

(account balance of payment, due., ??^' u^;, *\ caroe This ^ ..„.^..„f. pf.r.n«niv have anv cognitive signii.u,dr,ce , 4»i0 

£ SSwne* b lie fact that" in the USSB it 1« »0*.««-^ 

capitalist countrxes, out id t,otciDiis,^c o * t 

mM-,a,a\  Tn connection witn.t.nj.b^ in '-"j '•'" "•'  •?.*>, 

u . ,. 5j „,„    -.p   ,j    «ion    n-P   b«5lanC6   Ol    p&ym«Sliv>3,|    w~     m<=    t^--«" un-^rstanüiafe ui  a pi«n o*   u,,xctuu«r       .f   ^   t.h(.,r    t^ account 
K^e o?XSS^,SßrSSlci ara"?no result of the ful£lU»»™ 
o?"??-is pi*£ ' Vher4as under conditions' of the  capital.,t 
eeo'omy\   the balance of payments in the process  of   bein? 
b^imcoü never,  as a rule,  fouua in a &r,dxx- ox   -4 „ptt1ed 
£c£ «,^-ert balance of oayments,  representing  fcne  sett-.cc 
the  cu^ctic.  oa.w-'-      rtMiiatioM for  the given period, monetary demands ana ooiigation^ xoi   u»~ &J- h -„„„. 
?w';Vt^  ptste-of affairs,  will always be in bounce . 

- - "fcrC-Vspite the fact tt»t the balance of W^J™ 

bftirtI,^c.1*1?
tt;Tt  ooiroflpnt,   le.,  all items of deoit and cre- paymenus -Ell „to  cor«pm - W   „     , economic and non- 

donate relations smong the countries CI.1X.LUE to.   the M 
BentB a3n«"00OTS?tton3 of anarchy and a complata lack of 
plans listing ij *    Ä?&£y SiBOr^kLd ^ay;  thf How. 

!     cones aö^^^x51?^Vi+-h^ function of world monies    gold 
j    of gold,  whion ^i^^"^*™™  in international ac~ 

> ^fL^^ the balanc of psy" 
! flow of gold works ^ *he ^i^i"6^?t   fixed date ex~ 
SSF^^^ then there is ■ 

/t-f * 



I-am increase In the demand on the maans for payment in foreign 
j (currency on the currency marketj this brings about a drop in 
the exchange rate of the national etirrancy.    in the case of 

, a direct er- indirect connection of £ given currency with gold, 
this drop In the exchange rate will stimulate the export-and 
sale of gold abroad, when a certain limit' (the gold export- 
point  [See Note]) is reached«    If the monetary demands"; 
(those' due by a fixed date) exceed such monetary obliga-' 

. JciOFäS  (also <jue .lay a fixed flat©) existing in'relation to 
;'other coma tries" ;?theö'"-tfeis will '«auw an opposite'effect. 
, The latter'.phenomena will ßti«ial&fce  the import. of gold into 
the given country from other countries. '   '■ ■ ..■ 

([Note j The «sold export point is the exchange rate. at which 
it becomes more profitable to seel gold to another 
country for its. currency,  than to sell the national 

,      .'.:'■ currency.) 

ttv-Uv^nS^SLlS"100 b??SB of the wpltallBt countries 
ana slogans,  and others)  to protect their fold w«(»t»w«( 

cental vUrKSrK «**»«»JB *»*> equilibria doe8 the 
2™r«M^p «iS^J?! go^rmiant currency fund) conduct the expoi t-aGion ana sale of gold abroad. 

It follows"from this,  that in the end the eaviii-- 
t^S&FZFLfi th% °*Pjte1^ eountrii I. aSiLd by 
of r»wn*J  /firS J i-,   ^ethep with th^  the balancing- 
»i fJS^r^(%8peclai:iy during e<«>noa1-o crises)  can oc«5r, 
?^nl$p £ »?-??,'   throu«h the bankruptcy of debtors.'&., 
complete or partial non-payment by them-of the monetary obli- 
gations due by a fixed, data. w^ OEU1 

Ijaasrauch as gold under the conditions of capital*at 

?i„ fi fxVuiy®£ sold over the import  (sales o7w pu*<shas»a) 
S,% J??,;?;?9? CS th?s@ *^tary obligation? of a      '' ' 
???"* L^ röiat\°? to f^ign countries which are am fov a       • i 

■>if ? dfwe*   OVOr "a KiOia^tfiry detranda to foreign countries 
3 IS» f.?lwn Ptriüäj  i& ^e«'<ted as an "index of pasaivltv Jn 
E  the balance of paymants.    An excess in the ImDorVoTTotd 
,  ever the export  {purchasing over soiling)  attests to the 
* ffce^£,°f monetery den-ands on foreign countries,   due by'a 
3 fired date-over monetary obligations to foreign countries, 
1 serves wan index of  fche aotlvlt^-of the balance of payments, 
2 *™,i      *^ac^e balance oiHpaywents as-well as that'of- 
{  trade labten called a favorable balance,  and the passive an 

J22i£X££ä£±© •    These terms cake into use about 300 y&ars ago' 



in connection with the doctrine of the mercantilists, who 
eonöic^r^d that every state should strive for an active pa,t- 
arce"-*- a surplus of export; so that it might receive in 
exchange for the latter-, gold and silver and might thereby in- 
crease^ as much as possible, its reserve of precious metals. 
Th«se terras cannot, w\de^  modern conditions, signify in ail 
cas»B the positive or negative appraisal of'foreign traae and 
jn rer.e^al, the economic condition of a country in -ehe worxa- 
iconemv. The Bole reason for the retention to this day of 
th* Verms "favorable" or "unfavorable" with regard to balance 
lies'in the fact that the active balance of payments counter- 
act«* the depreciation, of the currency and leads to the ra^sug 
of Its exchange rate in the foreign currency market, whereas 
the"passive balance leads to a lowering of the currency 
eXGUaRSIi/|sÖnecessary to emphasize that under the conditions 
of conver-tiMlitv of currency the export or import of goxQ 
for the purooae of balancing payments does not set In -as 
a result of* the passivity or activity of the balance of pay- 
ments with some individual country or with a group of coun- 
ties, but is the result of a final general passivity or ac- 
tivity of the balance of payments with the entire aggregate 
of centries with convertible currencies.       fVfwMH 

Not all exoor-ts or imports of goj.d wilX be theoreti- 
caUv correctly considered as an index of the passivity or 
activity of the balance of payments, ^t <snly tnose «hioh 
will occur- when gold appears as the world mo ey, «* « unxv-r 
«ja-» m*aris of cayment. The flow of gold as an item 01 ««.a., 
ia"nSt directly linked with bringing about the balance xn 
orient-  Therefore, in-practice"the balancing of paymerU 
?n^a?»tsllit cSuntrieD cms  about mainly by the utiUza- 
t^ofc^e decrease or increase) of the gold reserves of toe 
c-Ptrai banks or of the government currency funds (tne so- 
CaXleÖ SnSefpLlenf conditions .hen currency restriction, 
«M«-h Dr^v^nts the free transfer of gold, are saU in ex- 
Jst^n.e in'many capitalist countries, the balance of payment 
KnSt an entity, as it was with the general convertibility 
or  currencies, but is ir essence composed O.L a aerie «of 
Saline«^th/lndividual countries «hicft are nor connects 
„itb one another. Whereas wltl) the f^«J ^ ^ 

o^th« p?,^e ?eäin£r of thJ balance «ith another country 
ol tn- ['«f-jJ '- -   ,,  mv.cient widespread existence of cui - 
or countries, with to P^-fJu^antbi--lateral clearing 
rency restrictions a*lU *^^;r:, «^t be conducted indivi- 
SSSf SiÄZ1 ÄSÄ- S?"a „.triOted 
currency. ^^ obBeI,Tat.ion that the balance of payments is 



the balance by payments which fall due -has an important 
significance also"for a exact demarcation .precise differ- 
entietion .between the notions of -the balance .of payment and 
of trada .'"''The "majority of .bourgeois economists who wrote 
before K- Marx did not raske a strict distinction between 
the be lance of trade and of payments. Often using the 
teru "balance of trade" in order to designate phenomena 
which are encompassed in the concept of balance of pay- :, 
merits in the above eense.. 

In exposition to the bourgeois economists of his 
time, K. Marx wade B-ol&fcr distinction/ between the balance 
of payments ana the balance of trade. K. Marx indicates 
that "the balance of payments 1B distinguished fron the 
balance of trade .-itJ that the former is a balance of trade, ( 
the payment of which has to take place by a definite time..' 
([:*ote'3 k. Marx, Das Kapital, Vol III, ly*»9, P 532J < . Vith 
this K. Msrx emphaBlies TFäT only those payments in toreigr 
trade which are due by a fixed date enter into.the-balance 
of payments; end these payments would fa? 1 due in the per- 
iod encompassed by the balance of payments, Demands and 
obligations in foreign trade which are  subject to payment 
jn later rsefiods do not concern the balance'of payments lor 
the »riven* «OHiftnt and. ■ therefore, do not affect the rate ot 
exchange, In the first place, thiü pertains to al.t the 
«qles and. purchases, of goods on credit, i.e., by payment at 
later dates«  The goods sold or bought or credit rcUecf 
on the b&lance cf payment for the period during ^hnch tne 
settlement of these credits falls due,   but not for the 
period when these goods were imported or exported,, sold or 

JUl''*"'*Iri connection with tills K. Marx establishes that the 
exocrt of caoital in tne form of goods does not influence 
the- "balance of-payments and the rate of exchange öf the 
Fiver »omfint. Examining the balance of payments and the 
rater of exchange of England and India, K. Marx shows that 
"if'eaoltsl is exoortedfin the form of rails,- etc.. then 
this absolutely cannot have any influence uoon the rate of 
exchange, because in this case Indie doee^not have to make 
any kind'of return payments for bhis ."  {[Note] See K. Marx. 
Das Kapital, Vol III, 19^9, P- 591). 
—-——"""~f"hu"s, the distinction and inter-relatlonsnip oeoween 
the balance'of payments and the balance of trade comes ce 
the following:  Only that portion of the balance of trade 
for a given period influences end Is a component ot the 
balance of payments for the same period during which tne_ ^ 
exoorted and imported goods were sold/ ourchaeed, and paid 

Payments for goods enter info the balance of payments 
for a 'öjiven period of time not only for those goods^which 
were imported or exoorted during this period, but also for . 
goods exported and imported earlier., if the payment of oreaife 
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received in the past  (by way of the export of capital in 
LceI', of goods)  falls in the given perioa. trie   torui ui   B^""'      „      . , •■„-.„   4 „   a   vsvtA«>ri-fl>-v»  M^n^ftnt   than The balance of payments is a brödö-.r c-f';P;   '^' 

*->^ h-iancp' of trade..     It embraces payments not only ±n 
?ore?C

Fn ?Sde,  bSt in all  other forms of eatomic and non- 
^c-nömic relations among countries,   if the .payment xor 
i-h^ee  fall due'during the given period. ,.,_., ÜJ-W      K    ftrr'a definition of the  concept of the balance 
Of payments'permits a necessarily conciBe examination cu   tne 
basic differences of  the USSR's balance  of payments iroru tue 
hnlpnt*?  of payments of the  capitalist countries. 
^      The balance of payments is one of thoee categories 
of the capitalist economy which,  retaining its old C^ 
change  their nature and function In the  socialist economy 
.,'f  *■«<=>  filled with new content. ■'      „, dl,C        ct^i u^-R's balances of payments differ radically 
rw  -he  D^anceB o? payment of" the  capitalist countries: 
in tVir extent    the manner of their balancing and the 
tnethod of compilation of the perspective and account osi- 
^cesf    These distinctions ensue  directly from the «a„,re o, 
socialist economy, „ - , „._„,,,+.„ «rt . 

In their content  the USSR's balances oi  accounts re- 
*-o*r the  international economic ties of a  socialist oouaUj* 
;-fn\, ™   ior'ir'iple  different in character from the econo- 
Sc reSion/«"BUng a^ong the countries in the capitalist 

eC°n0myA policy of unstrained^^^J^^^^^ 
oression appears openly  in  the  Daian,,e,„  o,   ^-« .       . 

8nfl P°^i«SeÄVB
no/S^Int?'^«« peaces 

„rid economic x-cletiy«. »»SfÄ^.ilfSet'  nÄh 
°" ?l;i.e0?S ;n«"2? tf» v^y l&reof(?helocUlist system 
Sf^c«    thetraaJncv towsrd the exploitation ar.d  sub- 
of  eoot,om>       *"-™Q1fs,     It  is   in  the; USSR'a  baianoas 
«-'i?" ,?;    etlev  U"second 5orld War,   that the  P^gres- 

^ÄKÄl ^1^«  ty0f of  international 
expression.     inx^ buu^.^-v ~«n-t ■»•aiist worla.  ana xs 

tlte^^^^F^rlnaeÄrh/tt: Soviet ^-^^ £™tr°U 

.whion-havo recently II^J  u",iw    v     -imperialist countries, 
it» »Vl-oolo?ial oppreMxc,^^"pfimcal and eecnor.de 
vihlch;ä'Btlr« tö strengtnen \n*.*.i   <■>«» K 

independence.,-■ _       notion between the content of the 



■'US'SRrs balances of payments e>nd those of the capitalist 
countries- lies also In the fact the TJSSIt's balance?; of pay™ 
merits are the balances of international accounts of a single 
economic organism in the parson of .the ßo?iet Socialist '■ 
State which carries on foreign-trade ©n the basis of a monopoly 

. i In .opposition to this in the capitalist countries the 
balances of" payments reflect the accounts o.f numerous private 
enterprises.» societies., and persons who compete with or.e 
another and pursue only one goal—that of receiving the 
greatest profit. 

The necessity for planning international accounts en- 
sues from the basic conformities» to the established laws of 
socialist economics, schien ie conducted according to a plan 
in accordance with the demands of the economic law of the 
'even (proportional) development of the national economy, 

■The planning of the balances of paymentB, or currency plan-, 
nibs is a component of the overall system of the US3R!s 
national -economic planning  It is indissolubly linked «1th 
the planning of foreign trade and. of other forma of.the 
USSR's foreign economic ties.  The planned conduct of foreign 
tracie and of other aspects of economic cooperation with 
foreign countries is impossible without the planning of 
international currency relations ensuing from them.  The . 
monetary receipts and payments of the Soviet 'Union forth- 
corclng In the planned period (year) In all aspects of its 
economic and non-economic relations with all other countries 
are the subject of currency planning. The currency plan ia 
thus a plan of the future balance of payments or balance of 
persooctive payments of the USSR. 

The fundamental problem of currency planning consists 
of assuring a balance in payments of the USSR for the corres- 
ponding period and'in' providing means (In the form of mone- 
farv reoeiots and incomes from foreign trade- and other 
economic and non-economic relations.) for the payment of 
monetary obligations due during that period in trad3, credit, 
and non-trade operations. . 

Ths fiyetöta of planning the balance of payments purftued 
this goal in'all stages of the USSR's economic development, 
but the forma and methods of currency planning wcrs changed 
dep^ndlnec on the concrete conditions of ths USSR's inter» . 
nPt^onaYV^ace and currency relations during various periods. 

R.*re we are not concerned with the history of currency 
planning but it may be remarked that tlie compilation of 
currency plans for specific purpose represent, during the 
present*stage, &  more complex and responsible proolem .tnan 
it was before the Second World War, _ ■    .  • 

In connection with tho formation of a world system Ox 
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In vie??- of a- n 
>ther with the capltaiict OOUHJPJ.«». ■ 
lew of a-radical difitifiCtion of tfaft p£odwcttor 

VHftrr -„? th* Jesvlttn? economic factors in fcl# 8&61&11* 
nif^    th- ecSilibMtS? of SSSR'e balance of pay**!*«       - 
with other countries proceeds in a tif*ejant J<*nn  : 

AjeBpj.««- *-"-/•„- ...    w«»o« **■**&! *t£*pfc ©f mftmmnt& with . 
methods of pxatJBing of ^ ^^^ «M character 
S°fti-rJntrJ2f S^lumlnfS Slifertnt.    IhU <LB explained 
Sdth2 SSt Shat SeP«SS«e «lattons.as jell « the pe- 
?Irv lUlipts and payments among countriesÄufcdiifer.«t 
s£Ll~Ä ensuing'from these relations constitute  the 
subject of the placing &f ecti      pfyf nts 

Ac -e";t  I* th» WR with individual socialist coun- 
»A"!! or ^e^u riee jith thoöSoSet ,nlon 

goooe  courlinst^d amo*b ™    ^        connection with this ana 
the.nat-;°th' r^lSStiSi ofVciSlgn trade in the USSR and owing to the reaii^^. Jf-' \     t|e Btate,  as the sole 
in other socially eo*»triej {* £f *^he*IJSSR«B balances 
economic or^nls a,  the e^ii^*iui- 01   . regtg wp0T1 

f 4Ä^ SSTthS &SlS£Ä theae balance, with 

the ^|^Ä -■. 
«ith capitalist  countries one must tag into «.-£ ^ 
influence  of the  chaotic fa^oi *. ol  ™;^ £lonal accounts 
market, on ^f f«/g^d SU^lfiliiSnt of the planned 
connectea with  one  i.*zyi~i •     "*    *nm*triftß tö ft gfÄSt ©x- 
balances of ^^f^^r^JfJ^^^naei-DttB private 
tent depends on ^e «c^f^,J«i which <«re snbject to the 
capitalist firmsa«Vnt*SSr5t>w £5 the Sox-id capitalist ■ influence of e changing con^nctae o.  «e « |slble, 
economy;  an exact.predel**mnation ^^«^ 0J. the equi3i 

jr   connection ^thiB    fc^^^lth tfee oapltellBt 

briusr: in the I    j      | acuity 8f utilising currency re- .countries'isay cause § n^c^a^x^g w-  «. 
ge^vcs, .. ■    i#w^**^ **«»■ balance of payment* with In :order to eqijliibtfate tnj to*ia».«e        i   ,      ^ä f^ 
countries of the «nria ^^fh^l^ecursfof the currency _ 
this.    Disproporticna «veaiea lu t J.«        n? of ft ,. 
plan with these *™ntltJ%KS«Lj* ^changed to the extent      ; 
bSS?/?:rSf-eSaSiot^i oFthe^iolatea .aulli- 
briSm'of the balance of payments.     ^ 
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■"■:-''-',in planning rhe'USSR's international currency re?- ,-.. 
■ latiors with.the capitalist countries it is' necessary to '■ 
differentiate between the equilitigating the balance oft" :■..■■■' 
'payments with countries'with .whom accounts ßrs cöoouoted 
in convertible fend limited currencies and may be rr^rded 
aß .mülti-lkteral'accountn, and with countries with whea 
accounts are conducted on a bi-latoral basis, through  . 
clearing with an inconvertible balance or in the cloned 
currency of 'those countries., 

tn connection with this, the USSR's monetary re-.. 
ceipts and payments in capitalist countries are planned 
separately in the freely and partially convertible eur-< . 
reticles by"clearing agreements with the freely convertible 
balances« and by clearing agretfmsnts with the non-convertible 
balances'in the closed .currencies"of those countries.. 

'The monetary receipts and parent a v«hich malte  up' th-s 
USSR's balance of payments may be subdivided, according to 
their nature, intorocelpts and payments resulting from 
operations in foreign trade and of other forms of USSR's 

-ecopoßdc relations Kith foreign states 'and into receipts 
and payments of a non-trade nature. The" first category of 
monetary receipts and payments forms the predominant part 
of ltd USSR's balance of payments'. •,-,■■■ 

The balance of Payment plane (currency plansj  are 
s«t up on the basis of data presorted by individual do- 
partn-.entp and organisations vhich spend and receive cur- 
rency in th-ir ooerations. In foreign trade and in the 
other aspects of economic cooperation with foreign coun- 
ties those plena arc based upon data from foreign traae. 

The USSR's Ministry of Finance plam the reee.,ptc 
and pa-nrents involved in the governmental income end OX-- 
pf-^-aituroB abroad for certain non-trade operations! and ^in 
t-hp -zr^ntin^ of financial credit to other countries and tne  ■ 
n&vtr^nf of interest by those countries.  The State Bank 
IT&SR and Foreign Trade Bank USSR provide in their plans ,or 
«-he receipts and payments of interest and commissions in- 
volved in their own operations, cs well as for the receipt 
of  foreign currency'in oxohsnge for rubles: and xor non- ■ .. 
corner! eil consumer motietar> transfers. 

Th»  iinbort-exöort .plans, as well as agreements oon-~ 
' eluded with individual countries regarding the exchange 
' of coods and parents, credit agreements, c-U.,  M»L. «- 
; ?ie°-br.Bls for the composition of plans for the balance of  ■ 

' pay^nt^inp"an°fir fchfoalance of payments in foreign trade, 
I boins basically a  derivative of the im^^.and c*po^t plans 
> ., t, -f,!,' +.hri«p Diana. somewhat dependent on  ths rieition&j. . 

L Wor? needs a?e established in the USSR's national economic 
olan; which also provides for the allocation or goods, for 
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"t, the proceeds from the sale of which pay; for.; the im- 
ports. Besides this, exported goods are also alleted for ■, 
the rendering of friendly economic.: aid in the form of .credit 
to socialist and non-socialist countries. 

In connection' with this,, the planning of the balance 
of payments is indissoluble linked not 'only with the plan- "■ 
ning of'foreign trade, but also with the planning of the 
national economy on a scale embracing the entire country. 

Inasmuch as the currency plan represents the' pers- 
pective balance of payments one nnist,, in'the methodology 
of currency planning proceed from the (see above #1) con- 
cept of.the balance of payments indicated above in the 
scientific sense of the word. 

In connection with this,, in the „composition of the 
currency plan the following .basic conditions should be 
observed: • 

- a.  Only monetary receipts and payments should be 
stipulated in the currency plan; therefore,, the granting of 
credits In the form of goods,« gifts., reparations in their 
natural form, and. barter transactions should not be in- ' 
eluded in the currency plan; 

fo. Monetary receipts and payments- should be" planned 
irrcgardless of whether they are made In foreign or Soviet 
currency; all of the USSR's'accounts with countries of the 
socialist camp conducted in rubles should in particular be 
reflected in the currency plan; ..■..'' 

c. Only monetary receipts and'payments-in accounts 
with the external world in relation to Soviet Union should 
be stipulated in'the-currency plan; : payments' in "accounts 
among Soviet economic.organizations, even if they concern 
foreign trade operations, should not be'stipulated In the 
currency plans. 

In order to give- the reader some idea of the technique 
of currency planning, a table of the currency"plan In for- 
eign trade is given in an abridged form below. ■ 

• ' A Table of the Currency Flan in Trade : 

Receipts . . .' Payments  . 
1. From the sale of goods 1. For the purchase of goods 
2. From transportation opera» 2. For transportation 

tions operations 
3. For technical, aid 3- For technical aid 
4. From payment of credits 4. Overhead and trade ex- 
5- 5'y?er^ec£iPi.B   ___  -__      penses, among them the ,..,,^ „ ,-.,„.„ .      maintenance of foreign 

Total apparatus . 

Remainder (-f) or" (•-) 
Total 

• 
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Ad Indicated above, the plan-for-.receiptE from the 
sals of goodfö and the plan for payments for the urchase 
of goads are based on the import export plan for the : 
correscondinf/ ye'sr. ■       ■■,■.■ 

' ; ''"'The monetary receipts and payments In foreign trade 
do not coincide, however, with the amounts of 2rport and 
expert'good In relation to time, i.e.;. to the U no of re- 
ceipt and expenditure of currency. 

In order to correctly plan monetary receipts from 
the sale of goods, it is necessary first of all to exclude 
from, the amount of export the value of those goods which ,. 
w311 he exported and delivered in the planned year as 
credits jn' the form of goods to other countries,, since no 
monetary equivalent for these goods will pe received in the^ 
olanned'year. Furthermore. Inasmuch as part of the exported 
goods is'sold at "C.I.P." (Cost, Freight, Insurance) pries, 
I.e., with the inclusion of transportation end insurance ex- 
penses for these goods while the export plan is coirpüed  ■ 
on the basis of "P.O.B." (Free on Board) prices, i.e., with- 
out excluding the indicated expenses, it iff therefore neces- 
sary, in order to determine receipts from, the sale o.t goods, 
to add to the total of the export plan the difference be- 
tween the prices "C.I.P." and "P.O.3/' of goods marked 
fo" rale at tne"C .I.F." prices. 

Recelots from sales occurring prior to the current 
year-, should'also be considered if adherance to the. strict; 
methodology for compilation of currency plans is PfeE^t. 

' However, in view of the insignifioar.ee ir^ the dif- 
ference between.these receipts on the annual scale, they 
are, in practice, disregarded in the plan. 

In the article "Receipts from the Payments' on 
Credits" a stipulation is made for the sums.which are sub- 
"^e^'to payment in the given year by the countries of the 
Socialist camp.- and other countries on credits received oy 
them from the .USSR, whenever their liquidation 1B ef fee ceo. 
in monetary form. . . ■' ■ :::' .  ■ 

In planning payments for the purcnase of goods.» tne 
import plan for the'corresponding year is taken as the 
basis. The purchase of imported goods is planned according 
to "P.O.B." (Free on board) prices by which .the import pxan 
is co-moiled. However, the amount of payments for the pur- 
chase of goods usually does not coincide with the amount of 
imr.ort for the same year, as a result of the iact.that in tte 
olanned"year payments may be due for goods which aere im- 
ported into the USSR according to the import plan ior tne 
r,r>«oadinp' vear or years» ■• P    2n the other hand, in the plcnned year it is neceseary 
to provide for payments for goods (deposits to^the auppUer* 
of equipment) which «ill be delivered to the uSSJ in tne 
following year or even at a later time and will oe re.ilec.ted 
In the import plans of the corresponding years,, 
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'Currency plans are compiled in rubles«  The receipts , 
and payments in foreign currencies ^r& -eonverted Into rubles 
according to the existing currency exchange rate, The suras- 
of debit ana credit Ere shown'tn the currency plan,•as in™ ' 
dicated above, Kith a breakdown'by currencies and countries. 

The advantages of■ the socialist economyf a state mono- 
poly of foreign trade, permit the soviet state to influence 
directly the extent and character of th4 Import and export m 
of goods as «sll as other forms of economic relations connec- 
ted" with monetary receipts and'payments. In consequence of 
this, the USSR's balance of payment can he brought into 
equilibrium by means of conscious direction of .the corres- ■ 
ponding foreign trade operations. 

The equlifcratlon of the USSR's balance of payments 
pr>of*«*ös in different wavß-de'penäing"6n the circumstances-of 
currency relations with the individual countries and groups 
of countries. 

"'  In'relation to monetary receipts and payments in freely 
or partly convertible currencies', as well as In countries, 
witli'Kböm accounts are conducted in these currencies, tno 
following ways of equilibrating the USSR's balance of pay- 
ments are possible, :; . ■ .--... 

I*", In the- plan for a given period, the monetary 
^o«-*pts owe  are Insufficient to pay for anticipated ex- 
penaitures. then the equilibrium of the balance of payments 
JtflVbe attained in one of three ways: by increasing .the 
sale of Soviet goods on foreign markets, by reducing pur- 
chases of foreign goods, or by utilizing currency reserves ■ 
for the settlement of the deficit, " 

If the amount of monetary receipts outlined by t*ie  ■ 
Dl»n exceeds the oayments forthcoming during the correspondj 
ln^ vevUA  of time, then the balance of payments may be equl- 
"ilbr'Pterf by increasing purchases abroad of such goods as ere 
necessary to the USSR, by reducing the sale of Soviet ex-• 
port'prooda, and by utilizing the surplus of payments in 
ord^~to increase the currency reserves. In practice ct.,s 
^ouillbration of the balance of payments is accomplished for 
th* most part bv means of corresponding changes -in the 
planned amounts of exported and imported goods, me  ques- 
tion of utilisation of gold for the.purposes of bringing 
th* "balance of pavmonts' Into equilibrium is decided by 
the o-overnrr-nt when it ratifies the currency plan.  ■ 
tl,o «cv^;j;m;J\1?i1>1.8tion of the balance of payments in ' the 
restricted, and In the clearing exchanges has its ow» speci- 
fic ^^SJSfSöcceds received in convertible currency «ay 
b* converted nto any other currency and utilized directly 
or' Kin rf exchange into this currency for Payment, xn  , 
"  eo-jntrv receipts in restricted,, inconvertible cm>» 
rencJes may'be SÜlLad, and not aHw, only for the payment 
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-of goods and other expenses In the country of this -urrenoy. 
Those amountßf however,, which enter the clearing accounts in 
the corresponding clearing currencies may be utilised for 
payments only in those operations for which the given agree- 
ment on the exchange of goods and payments stipulates a clear- 
ing method of accounting, In the majority,'of cases, these 
are payments for goods and expenses associated with the 
exchange of ffoods . ■» 
I  """ " The(planning and regulation of the balance of payments 
in the USSR's foreign trade should, therefore, be conducted 
differently for the "various types of foreign exchange, and 
for individual- countries with restricted and clearing 
currencies• 

Regulation of the USSR's international accounts is 
not limited to the composition of plans on the balance pay- 
ments only. It is accomplished daily in the course of 
their fulfillment. Sie constant control over the course 
of the fulfillment of the plan .of the balance of payments and 
the corresponding regulation of international accounts are 
necessary, partly, because the USSR's foreign trade rela- 
tions take place in part with countries of the capitalist 
system of economy, which are subject to crises of over- 
production, cyclic and other fluctuations of prices and con- 
juncture . .,_,'„ 

The plans for the balance of payments or the currency 
plans are, just as all other, plans of a socialist economy, 
obligated for fulfillment by directives. A situation,, where 
the state plan is a law for the appropriate rainisterles, 
organizations and socialist enterprises which bear the res- 
ponsibility for the given portion of government and economic 
wo-k, is also completely applicable (with a calculation of 
the specific exchange planning) to the plans for the UoSR s 
balance of payments. 

It Is necessary, however, to stress toat the direc- 
tive character of the Soviet currency plans does not signify 
their absolute immutability. Depending on the state of eon- 
tunr-turf- In the capitalist world markets and the changing 
trade-political conditions, the currency plan not only may, 
but should be changed in the coarse of the planned period 
whenever-that is in the interests of the USSR. 

Oin» to the directive character of the currency paars, 
th* equilibrium of the USSR's payments is assured.; and in 
connexion with this, also, the possibility for a rational 
utilization of the international division of labor for the 
development of the economy of the USSR.and of the entire 
socialiHt^system^ ^ ^^^^  th3 talance of payments and 

th* regulation of international accounts, as used, in the 
USSR, is impossible in the capitalist countries. 'The 
socialist system of economy as well as the indissolucly 
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. -:~ . h.   , „.#+.*, V*. «4-fi*-«. -»on^DölV of foreign trade  (includ- 
'J^lt-^iner.ti.-ShS^SnSy of «onopoly)  eon.ti.tute tne 
nefeSaryta5c  condition for this system of planning  „he • 
balSnCeüpLrSnS«ottB of capital!««,   the planning of the ■ 
balpn^  of payments is iapooslble,  nö letter f^t  th« /=*- 
t?nfo? ?L governments  control is  over foreign traue .cd 
international accosts oount?ies atterapt to establish; 

>'pian." ft theJr future balance, of Parents      Sue    aj^P- 
beP£me particularlf^ore ^«^^^^SiU^nd 

^r^ duri and after 
^ SeC?U Sese &• actually are not plans J*^ 
o-on^-ifi" concent of the word. They are oruy an «ttempu s^entxii^ o^.ep^ ^ chR0tlc development of   ,nc 
^HS4tSSonoi  an attest  that i, doomed to failure 
under the  conditions of capitalism.' 

-3*   Jos mMäMsmm.M.-3^MkMM^.,^^^2^£^äM^^^Mmm. 
IsMfifiM ■'•■.'■'''.-. 

«nu^a^ of Geld,    Ixi the international cttwaney relations 
of the usl^^^S^fmT&nctioas vhioh are inherent to preeioo s 
metals as a world nonsy» . , ■ „^ . . ,_ 

£3 K    Marx jndicates goods when in world circulation 
d»ve*» on 'their exchange  values in a universal  way.     Tnere- 
forel  the" form of thlc value,   converted Into gold,   acis as 
a world rconev..UNote] See K.  Marx,  DajsJ^Eital,  VüX

 
T- 

19k9,   ^ol^'^r^^rld circulation serves not as a means for 
conversion" hut  as a universal means of exchange;   and ap- 
npa^s in Its  primary form in  the  shape  of ingots,   ana not . 
-tr  that,  of national money  (coins,   tokens  oi   value).     ( 
""" '   "      A^cordtm? to K.   Marxäs  teaching,   goia appears  j.n   ~u« 
function^ Wld money as;   1)  a universal nean^oi   pe.y- 
«.*„    p\ V>IITI1 versa?   weans for   purenasing and _->/  «ai 
^^t.  Bocial Materialisation of wealth.     The function as 
a ^an-Tof    ayrcnt  fur  the talanclnj of international       - 
J ":;      ?;  rl e" predominant function of world money in tne 
counuc,   is, tu    jr^ P,erv«e as the  international pur- 
ti^?i n-r«  r,riia-i3v  for countries producing gold,     it 

19t9,  P. 150).    Be3iaeS this,  sold af f    ,      '    o^!1" 
an ir.temKtxon, i  pa. ^ -t ?^n £n „xcha„Be of materials 

disintegrate.    As an extimpic  oi   uu<- J-I-H-
1 



•'usual equilibrium In the exchange of materials between 'two 
...Nations K. Marx cites the failure of crops forcing one of 

these 'two'nations to make purchases in an excessively large 
quantity. ([Note] Ibid). 

AB. an'absolute social materialisation of wealth., gold 
.appears wherever "the issue is not that of buying or pay- 
ment,, but of the transferring of wealth from one country to 
another and when such a transfer in the form of goods is 
impossible, either owing to unfavorable conjunctures of the - 
•goods market,, or owing to the fact that the goal for the 
transfer of wealth in a given case itself demand3 monetary 
forrrs." ([Note] K. Marx/Das Kapital, Vol I, 1949., p. 151). 

The significance of gcTa irTThe USSR's International 
exchange relations is stipulated by the fact that the ex- 
ternal economic ties of the USSR, calling for''international 
accounts, are 'realized not only with the socialist coun- 
tries,, but also with countries with the capitalist system 
of economy., for which gold is a world money. 

In the article "On the Significance of Gold Now and 
After the .Complete 'Victory of Socialism" written in 1921,, 
V.l. Lenin clearly emphasized the significance of gold for 
socialist construction under" the conditions of a capitalist ■ 
ere ix'c lenient. 

V.l.-Lenin pointed out the following: . "-When ■ we shall 
win on a world scale, it seems'to me, we shall'make' public 
toilets out of gold on the streets of some of the world's 
largest cities/ This would be the most Just and graphically 
edifying use for gold for the sake of 'those generations * 
which have not forpotten that because of gold 10 million , 
men were killed and 30 million «ere crippled in that 'Great 
Mar of Freedom8 of 1914 to 1928 . . . . 

"But however 'just1, however useful.» however humane 
the indicated use fcr gold way be, we will still say: We 
must yet work for another decade or two with the same in- 
tensity and the same success, with which we worked in the 
•years 191? to 1921, only In a much wider area, in order to 
achieve this. Meanwhile, one must save gold in the RSPRS, 
to sell it at a higher price, and to buy.goods cheaper with 
jt." CfKote] See V,I. Lenin, CollocrteAjforkH,  Vol 33, P- 0.9-9«) 

in this article v.l.'Lenin had in mind, mainly, the 
i  significance of gold as a world money, and as an international 
'means for purchasing and payment.' 
f      The'economic content of the functions of gold as a 
:■ world money, undergoes in the socialist economy of the USSR 
5 certain changes- 
«■      As vrao shown above, the flow of «old is considered 
* under capitalism as the final means for the equilibration 
e of balances of payments, An excess of the export (sale) of 
* gold over the import (purchase) Is regarded as an index of 
the passivity of the balance of payments whereas- an excess 
of the Inroort over the export—as an index of its activity» 
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In such an absolute formulation, these conditions 
can-not be applied not'only to' the socialist economy, but also 
to many capitalist countries, 

For countries producing: gold, the latter is the same 
kind of export'/Item, as all other products of internal pro- 
duction exDorted abroad. If one considers every export' of ■ 
gold as an indication of the passivity of the balance of 
payments/ then the gold producing countries such as the Unicwa 
of South Africa, Canada, and others, forced to seel the major 
part of the gold extracted by them' as an export merchandise, 
would be condemned to a constant passivity in their bal- 
ance of payments. On the other hand, the International flov? 
of gold stimulated by a demand for it from Industry in the 
broad sense of the word, or by a demand for the purposes of 
conversion, likewise bears no relation to the equiliDra- 
gon of the-balance of payments, and cannot, therefore-, serve 
-as an index of activity or passivity. Only those transfers 
of gold in which the latter appears in the function of a 
universal means of payment constitute such indices,  The 
function of world money as a universal means of payment,. ? 
serving to equilibrate the international balances, is mani- 
fested under capitalism as the flow of gold -.stimulated by 
*-h* chancres in the currency exchange rates. In the freely 
convertible currency, gold is imported or exported when ehe 
Currency exchange rate goes beyond the limits of the gold 
except or import point,  The mechanism of bringing the bal- 
ance of payments into equiiibruim with the help of the flow 
of ffol'd as" the universal means of payment is described by 
K Mar>x in the third volume of Das Kapital in the chapter 
on the flow of geld and the rate "oF exchange.  "But, on 
the 'othe^' hand, gold and silver," K. Marx points, out -are 
co-ars-ntly being "shifted her and there among the spheres 
of circulation öf various nations following in its move- 
ments the continuously fluctuating rate of exchange, " 
aSote] K: Marx, Das Kanital, Vol I, 1949, P; W) .    As the 
currency rate of eaccfiangeTi" determined by the state of tne 
balance of navments, the rate of exchange is, as is weii 
known, the barometer of the international movement of mone- 
tary; metal. ([Note] K. Marx, Da^.Kagital, Vol III, 19*9* 
P 5b8)"ln the absence of free convertibility of currency, the 
State currency organs or the Central banks export gola «hen 
thp balance of payments, forming under the j.fjfiueiice of . 
chaotic factors cannot be brought into equilibrium by 
other SUns and the national currency i.s threatened wiwh 
1"     t ratP of exchange on foreign currency markets. 

In the socialist economy of the USSR the muca ^d 
cHaoti-.allv acting mechanics of the flow of gold, as a uni- 
versal moans of payment., cannot function in view of the 
planned development of socialist economy. 

~/78 



■■SSie USSB'ää payments are balanced deliberately in 
conformity witk the mirreney plans» Any export of gold, 
regarding of the f«notion In mhic'h the gold appears. Is 
provided for beforehana In 'the plans for the balance of 
•payments (in the currency plena). At the same time the . 
currency rate of exchange'of Soviet aoney floes not depend, 
as In capitalism, on the state of the balance of payments • 
and. the elements of the exchange market, 'because the neces- 
sary'premises'for its-existence' are absent in the USSR... 

..' The USSR represents one of the leading gold mining      ^ 
countries of the world. Although gold is not tho basic 
pyport of the USSR, as it is for the union of South Africa, 
the Soviet Union may in certain situations sell a part of 
the extracted, gold, abroad, se goods, I.e.» it can ucixize 
it as an international purchase rcearm. 

Therefore, the export of gold by the Soviet Union 
cannot be considered as. an index of the p.iselv!ty of its 
balance of payments. .. • "■- ,  ■  , " 

One may cite a number of examples fyoto :'ehe nxstory 
r-t  th<» USSR's international currency relations «hioh illus- 
trate the utilisation of gold by the Soviet state as a 
mcaor. of International purchasing In the sense In w.,u,ch R. 
Marx employs this torm.       •        ^     „. ,_ ■ 

Thus,'in the first years of the existence of^the 
Soviet state, owing to the economic blookaoe, ana tiie lm-     . 
possibility of quickly developing it& export, gold was \ 
Sttiiwd" ac almost the only means of buying; from abroad ehe     , 
™aV n^cAssacT for the Soviet State, A3 & weans of in- 
tS°nPtiön«I purchasinp;, gold ms  also utilised by the Soviet    , 
Sate in 1^1. wfcen. owing to the failure of crops and I 
famine in the Volga provinces, there arose an «rgsnt nwö 
for'the purchase of bread In large ^«titles cibro^u, 

fiHer *he extraction of gold in "Che U^SR b^g^n 
increases a "result of the re-establishment and recon- 
i-Surtlo« of the gold Industry, part of the gold now be 
;roduceS again iAfce USER *ae utilized for «ale on the 
foreign market      ^ ■ ±B y    gold 
in certain^ ti^Vac^ the faction °{r«£" »?£*• 
inleh K. Marx celled tho absolute aociax materialx^t.on 
S? vc^h in general. Tire 'granting of erj^ncy loans in of weai-h xn y.m <.J^ w Js arj example of such a gold to Poland ana u^toun,uAJvt».iu 
use of gold- ld u  not an ln?ic&tion of 
tb,. P9Sfiv1t? of th balance If parent*, *f «^ *? *?ecf 
^Pänw5?-it would bo incorrect to regard the xjpot. of 

;o 
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Internal extraction öf gold, arid not Its purchase abroad., 
5s the basic source for the increase of the gold supply.-■<:■■;; 
This," of'course.,- does not exclude the fact that gold may ' 
under existing conditions be brought into ths USSR from 
other countries in settlement of trade and credit obliga- 

The activity of the USSR's balance of payments is 
expressed In the excess of monetary receipts from abroad, 
whereas the oassivity—in the excess of monetary payments 
over monetary receipts from abroad. 

Since the equilibration of the USSR's balances of pay- 
ments proceeds,deliberately, according to a plan, and not 
chaotically, it Is the planned increase or decrease of 
the foreign currency reserves which constitute tne tinai 
means for'bringing payments into balance. Therefore, from 
th« "point of "lew of the equilibration of the balances of 
payments of the USSR,,, It is not the Import or export of  ^ 
P-old «hi eh constitutes the index of their activity or. passi- 
vity, "but rather changes In the foreign currency reserves. 

Currency Reserves. The currency reserves are one 
o-f *h* I^Fi*T*"ec5noi!c' reserves of the Soviet Onion, 
which the socialist economy cannot dispense with, being 
baser! on a planned national economy. ■_ 
" '   Currency reserves represent-the supply oi the mean» 
for international payments, and consists basically of gold 
and foreign currency. **„***■ 

Th£ necessity of currency reserves for tne Soviet 
nrior. is ^MnulRted by the fact that there are two systems 
of e^onomv in existence —the socialist and the capitalist 
i-.and bv the economic ties between them, with the consequent 
international currency relations resulting from them. 

•  The sources of the currency reserves and their sig- 
nificance 'were different in the various periods of growtn 
n£ the national economy of the Soviet state. 

Inth^f^Lt years of Soviet power and during the 
tradition period from capitalism to socialism, the accuinu- 
w?^ i? currency -eserves was a pressing neoessicy.  Tne 
£ld°BuJ ly Satlhe Soviet state acquired from pre-reyolu- 

H^ÄVSf ^hfmStlsBentialloodsIn Se^erl fir* 
mJ^eJf^  tht  October revolution, In-order to liquidate 
years afw /;^;:;fLd t- buv bread for the starving the economic collate 0.JO -^ U t re-establish 

fro» abroad r=rr.,ä;,d,he ^ con. 

feting . credit r?S* «ai?»   , J SlpSl^^-it. 
sta'ce in tne tforia, ieiub-IJ^. ^\, .. ■ .^ ■ Ond^r these con- 
and threatening a ne« eco^m;fir^^^ier?eS £as of the ditions Jhe accumulation of ourxen.| re -    c independence 
highest importance ior uto^ xn^   % 



of the- USSR and for strengthening the new Soviet currency— 
the chervoriets. . ■' . , ■ ■ ':■'''■■,'   ■'y, "■. 

■ Duri'rp*" thfe years of the transition period, the-.. 
•Communist Part accorded paramount  inportance  to the accumn- 
lat-jon of currency reserves In ths Soviet economy. 

rtp. great founder, V.l. -'Lenin had already In 1921« 
et the very'beginning'of tha restoration per lor! of the 
USSR1 sä national economy*   pointed out tha necessity for 
sakm? gold,  which was at that time practically the or.*y 
form of"Soviet currency reserves. ^ 

Tii* soloes for  the accumulation of currency re- 
se^vcB for the USSR,   during those years,  were in addition 
to the  activity of its  balance of payment?;,   an increase in 
tha'raining of tiola.within the  country and tha mobiliza- 
tion of all nationally available pecuniary valuables. 

Sinoe in  the .'period of the  Party's struggle for toe 
restoration of  the national economy,   and in.J^ first ye«£e 
of  he's trudle  for the  aociallPt industrlali-iaticu ci   tnc 
country  the°extr*otion  of gold could not  immediately he 
^•Pfi^ntiy j increased,   the esoential significance ir   ihv 
Jitter of accumulation of currency reserves was sucn a      ^ 
cr? ration of foreign trade  that would allow tnc  balance  o.< 
tr^l- and payments  to.yield an active balance. 

In  connection with this,   the government and wrty 
rM^tivR rep-ar-dlns the accumulation of currency recewe,. 
r^dop^icula" attention during this  period to tha  problem 
V-üiO pdxtiCuid.   f,;XH^r nf t-ho  balance  of payments  and  trsae of achieving an activity cu   tne  Daia  ce t" ^.s- f  t pdEt The* directions on the activity .0.1   tne  Daxa^t. ^ r^* 

'v,ar.> p-lver. by the  Thirteenth Conference of  tho R^sxan 

ha-fPa^t4a)/the TSteerth Congress of the Russian Com- 
Sni3f  ^':ty    Bolsheviks),   the Fourteenth Congrest  oi   the 
ni^nion'comLni.t Party (BoIshevikc     (j;«jyu?naya 
Koraiuristicheskaya  Partiya.h   tne  rtite^n.h Oontc.onr^  °; 
t  -  Ui^fnion Communist  Party   (Bolsheviks; .and the hxftt.er.Ui 
cö^-mof the All-union Communist  party  (boXsnevxra;. , C-°-,°-*'t'}hp    decision  of  the Fifteenth Party Congress also 
ir41-atecf goals'the attainment of which necessitated the 
i««V-«iflorin of reserves  (raw,  poods,   and currency)     the accmiw.iatiOn 01  xtu-a yv.-  ^««.j  <«• - up~,R against 

1 x i.      ■ ~ ~, ;.AII   oe-  o  di reiT't ariwd attack on tn« ui-xu.. ■ the  country,  a3 v«oxi as a  cxre^v «iur- « 
of  Proletarian Republics."'  [S^e «rt*j. ■• . . 

([Note:] KFSSjr rer^uisixtkhjöf:^d2JxJSS^S£gSi?liLi.£l2ß£- 
jnov  'TsK (The ConraSnist Party cf the Soviet Union in the Resolutions 
oFCofi^*s«^sr Conferences, and Plenums of the Central Comittee). 
Part II» page ^57*.    State Publi«*ing House of Political Literature, ... 
195*0 
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Now that the economic and political power ox tne  ... 
Soviet Union has developed on a gigantic scale, and it 
ceased to be the only socialist state, and socialism hats 
exoanded beyond the framework of a slngie country,, and a 
world socialist system, maintaining superiority In thej^orld 
economic competition with capitalism has been iorinea, u.ne 
meaning and functions of the currency reserves have changed. 
Ho^evÄ, inspite of this, and of the fact that the tech- 
nical-economic independence, of the socialist economy in 
'relation to the capitalist world has been attained, the_ cur- 
rency reserves continue, even at the'present time, to pi&y  . 
an Important role in the Soviet economy« 

" Currency reserves also have important significance 
for a freer maneuverinc? in foreign trade., particularly in 
order to utilize better the conjuncture of the capitalist 

When "there 1B a ccn juncture in the capitalist markets, 
unfavorable' to the USSR, (a'drop in prices of Soviet export 
r/nods or an introduction of s restriction on the.tr^impute ■ 
info capitalist countries)., it may prove to be,, uno.ar cer- 
tain conditions, mere advantageous to liquidate Its dobr on 
f..p^1t6 ffjven to it by individual capitalist countries by 
curr.-^v°^1ned from the sale .of gold but not from the sale 
of Pooöz  """For this ourpose accumulated gold reserves may be 
vfV^a.  - Tp exactly the same way it may-be, under these 
sitGa^ons, "advantageous to the USSR tc utilize tne accumu- 
lated foreign currency;or gold for the purchase of gooaa 
instead of the sale of export goods, 

^h- .currency reserves are also necessary for the 
maintenance of'the USSR'a dally balance of P^;«^1^6 

cambist countries. Short-term disparities between the  • 
Sounds of de it and credit are not excluded from tne Bal- 
ance'of parents of the USSR. They nay occur not only In 
?oS^qience of the inevitable asynchronlsai in the terns o.t 
currency receipts and payments, but also as a reault of 
^influence of eeasonal factora and fluctuations of the 
i^-ifeif^t conjuncture, which arc, in foreign trade plans. 
Impossible to foresee with complete accuracy, in the foreign 

traoe P^s^rrftnev reBervcs-have in the USSR an even more 
c-ereral"leaning in" connection with the''problems of planning 
?he national economy.  Just as the other forms of reserves 
o? the socialist economy, they may be utilized for ehe pur- 
oca-of overcoming the disproportions revoalea in the course 
a*  fulf'nm-nt of rational economic plans, by moans of pur- 
%4* abroad "of products lacking at the given time. 
enc -:;.;-^   i  cuwepcy reserves were utilized some times 
^n thw'c^sesV where the need for an urgent purchase ox 
cerX?;;%ooSabroad arose, for the purchase of which the 
e?oc*t resource* could not'be mobilized on short notice. _  _ 
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-Under conditions of war and of economic -blockaded, 
as a result of the 'blocksding of the USSR's currency re- 
sources In .foreign bank accounts ana as a result of other- 
hostile currency'measureB by the capitalist countries^the 
utilization of the currency reserves may be made diffictuc:. 

Currency reeervec'ware utilised after the Second; ' ^ ; 

World War as a'means for friendly economic aid to individual 
countries of the Socialist camp. As indicated above, the - 
-USSR granted loans of gold and currency to Poland, Czecho- 
slovakia, Hungary, and other countries.from its oun currency 
reserves•    ' ■  ' : -■'■■'' "ihe significance of currency reserves (gold .and. for- 
eign currency) is not the same at different times, It -varies 
depending on* the changing international economic and P°l*: 
tical situation and the extent of trade of the .USßh and otner 
Socialist countries with.capitalist countries, especially, 
with the industrially developed countries. 

The significance of gold and. foreign currency.as  : 
currency reserves depends on the degree that they may^be , 
utilised under given condition» as means for international 
payments, for the payment for goods, for the liquidation 
of credit obligations, and for other expenses:. 

Gold is the world money of the capitalist economy.; 
therefore, as  a rule/ net one capitalist country refuses ~o 
purchase gold with its own currency. The question lies only 
In the price at which the capitalist countries agree to 
accept the gold. ■  • ' , ,„,-,"'V-- 

The official price of gold in the USA, established as 
early a& the 30th of'January, 193^ at 35 dollars per ounce 
of pure gold» ban been the price of gold since the Second 
World Wa^. Despite the fact that the price of göcds ex- 
pressed in dollars haa increased in the world market since 
thet time, by 2.5 to 3 limes, the government of the USA pre- 

■serves the indicated price of gold at an unchanged level... 
The unreal'stically low price of gold in American dollars 
contradicts the interest of all gold-extracting countries. 
The Union of South Africa and other gold-extracting capi- 
talist countries have reoeatedly raised the question Of in- 
creasing the world price"of gold to the capitalist countries 
nt  the International Monetary Fund. . : . 

This would help a number of capitalist countries who 
do not posse&a large gold and currency reserves to solve their 
crrrency difficulties. However, the government or tne ISA, 
the principal world buyer of gold, has up'to now always 
objected to an increase of the price of gold,  Uhote.J con- 
versation of Comrade A.I. Mikoyan with French corresponoencs, 
2aateHGL^2Sß2Sl2ä (Foreign Trade), Jk> 8.^958,^|^° ^'«^ or, 

" AR Comrade Mikoyan pointed out in his cou-zersation 
with the French, the normalization of the prices of goic is 
al&o of interest to the Soviet Union. ([Notej Ibid}.;, 



In.-'order-'to be able to utilize gold in international 
accounts'-fov the equiilbimtitm öf the balance of payments or 

■'fo~ the purchase'of. goods on the world capitalist ma?ket;--it 
is necessary to sell it In advance for the foreign currency 
necessary for these payments. ^^   * 

In soeaking of the difficulties of utilizing gold, ore 
might recall the boycott of Soviet gold in the first years 
of the existence of the Soviet state, in the form of the sor 
called gold blockade, which *?as being conducted by the large 
"banks, by the government of the USA and by governments of 
a number of other capitalist countries. £ 

Currency reserves of foreign currencies should m&xnxy 
consist of a definite supply of convertible currencies, 
Pince only such currencies may toe converted into other for- 
eign currencies and utilised for payment in any country.. 
However, Jt is necessary to maintain small reserves oven in 
restricted,-inconvertible currencies of. individual countries, 
in order to provide for the current payments?, in these coun™ 

"" Under the conditions of currency instability in the 
capitalist world the reserves in foreign currency are not 
guaranteed from depreciation as a result of a devaluation 
or other drop in the currency"exchange rate. A gold^clause 
can he the only guarantee against the .depreciation.of the 
currency. Currency reserves,are also threatened with a 
freezing of bank accounts in"""cases of introduction of cur- 
rency restrictions or the'seizure of these accounts in war 
or because of other considerations. During the Second World 
Wer the United States Government froze certain sums on ac- 
counts in American hanks belonging to citizens-and enter- 
prises not only of enemy states, but even of neutral coun- 
L- "'*"  During the course of the war in the People's Demo- 
cratic Republic of Korea. .   (KHDR.— Koreyskaya Narodno™ 
Deir-okraticheskaya Respublika), which was being aided by 
Chinese war volunteers, the United States government im-^ 
pounded, all-of the People's Democratic Republic ok Korea -s 
resources in American banks. After the nationalization of 
the Suez Canal by the Egyptian government, the governments 
of England, Prance, and the United States frose Egyphs mone- 
tary resources existing in the accounts of banks -Of these 
countries, ([Note] Later Egypt negotiated: . agreements foi tie 
release of these sums with those countries.) 

The keeping of suras in a foreign currency In the ac- 
counts of foreign banks, as well as of,foreign monetary 
tokens in accounts of the State Bank USSR, sißnifies^the' 
granting of credit to a country, ' wl 
as a. currency reserve. In the maj< 
bears no Interest, since the large  . 
commercial bahki do not pay interest on current account* 
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- The amount of reserves in foreign currency should'In 
connection with this be limited to a certain minimum,the 
current payment by the USSR of all foreign trade, credit- 
and other financial obligations, and, in addition, providing 
a possibility for unlimited maneuverability in foreign trade 
foS the purpose of utilizing, to the beat degree possible, 
the changing conjuncture of the capitalist' commodity mar-Kets, 

■ The perspective balance of payments with capitalist 
countries in freely and partly convertible currenciessnoule; 
"therefore, be planned not only as being in balance, bu* albO 
ehowing a"certain preponderance of receipts in convertio^e 
foreign currencies over payments. The planning for a cer- 
tain increase of currency reserves in the convertible Cai 
renoy <s necessary in light of the fact that with the in- 
creases in USSR's production from year to year, turnover» 
In foreign trade with the capitalist countries * .11 grease 
ss well.' The more extensive the turnovers the higner should 
he, all other things*being equal, the amount of foreign 
currency reserves, in order to assure current payments and 
a better maneuverability in foreign trade. Theprincipal 
part of the USSR's currency reserves consists of gold w.iich 
is kept within the country.  The extraction of gold wiuhm 
th- country is, in the USSR, the source of the formation 
of the gold portion of its currency reserves. ; 

■ ■ -^^itE^^- and A^ounJ>_!^..3IaKeeE_ of! _ 

^he USSR's balances of payments are distinguished 
from the balances of payments of the capitalist countries 
•nht  orlv'bv the-'r content and means of balancing, but also 
by methods' of" compilation. -The latter distinction concerns 
the'balances of payments for (past terms), i.e., the account 
balances. The concept of balance of payments accoiints 
under the conditions of socialist economy oesicaliy cox c.des 
Fith the .concept of currency accountability, -i.e., accounw 
•of the receipts and payments in foreign trade ana other forns 
of economic and other relations with foreign governments, 
'i.e.', accounting of the fulfillment of currency plans. , 

' currency accounting, in the bread sense oi the word, 
encomossaes all forms of accounting and accounts In we field 
of the USSR's international accounts. In the narrower sense 
of fhe word--these are accounts of currency receipts and 
payments, received and made by foreign trade unions and all 
other economic organizations, and institutions of tne OSSK 
frS -ne-ific fiscal oerlods. They perform an important role ■ 
in thlp^nning aSd regulation of the USSR's international 

accounts^ öurr    acc0unts, as all other accounts on the ' 
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fulfillment of plans in the Soviet economy» perform first 
•of <fJl the function of checking tho fulfillment of the plan 
arid'of Its correction.  Such control is necessary for. determ- 
ining" the : success of the work'of all organisations, indi-■■: 
vid.ua! links öf the apparatus and workers called upon tö 
direct the plan's fulfillment and to put it into practice. 

Currencv accounts show which parts and divisions 01 
the' plan were not fulfilled or overfulfilled, and reveals  . 
individual errors made in the planning. At the same time 
"this currency account as other forms of currency accounting 
and accounts', appears aa the necessary Initial material for 
the comoilation of future plans of the balance of payments 
of the USSR and to regulate them in the procsss of ftuixilirect 

The' accounting of demands and obligations on concludea 
fo-pjfn trade transactions and credit agreements is in this 
resnect especially important, but equally important Is the 
a--co^ntJne of termo of nayment for these obligations. 

The basis of currency accountability in foreign trade 
is the bookkeeping and operative accounting of the trans- 
actions causing the receipt and expenditure of currency 
m^ano.  Such an account Is conducted by each individual 
foreign trade union and by all organizations servicing 
foreign trade, ■ 

In non-trade ©Derations the currency accounting 
conductea by ae pa rtments and organisations which have cur 
ve^rr  receipts and v/hich have received the right to spend 
currency means AX t of the non-trade currency opera- 
i*o~B  are conducted by the USSR's Ministry of Finance. 

The accounting of the received and expended currency 
s conducted with a subdivisions of receipts and ex-, 

■-?,-• th^ various tvpes of onerstions> and by the dii» 
forras of currency as well as by the different coun- 
At the sa^ae time the Ministry of Finance conducts 

meant 
pen&es 
f'erent 

soecial ^ccountirirfö;""the'"course of'fulfillment of the 
snnnly of goods, stipulated in the agreements on exouanfet 
oKconWltiefi and payments concluded by the Soviet Union 
with the"individual countries.  The data of this account 

material for verification of the 5RRBT,-J serves as the necessai, ..~. - - - ,,■*.;>, 
cu'! filbert of tn- mutual goods exchange according to enc 
deadlines stinrlated in these agreements,  Tne accounting 
?nd accosts on clearinp accounts ensuing from aiucual 'goeds 
e^chan^e arc concentrated in the State Bank USSR» insoiar 
as the^lottcr has the corresponding or clearing account«. 

A Poeclel Place in occupied by the accounting ana. cic- 
counts r0r* the extention to other countries and the r^x-ipt 
f " afL-,T  countries ö? credits.  This accounting is con- 
&xfte?not ouly at the Ministry of Foreign Trade but also, 
Sn a number of credits, at the State Bank and tne USSR's 
Ministry of Finance. . 

Along with the currency accounting in toroifen ,^.o.t 
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-compiled by the Ministry of Foreign Trade, and.äobountlng 
■in others operations as are realized by the. USSR'S Ministry 
of Finance", and other departments, parallel currency ac- 
counting and accounts are conducted on the entire aggre- 
s-a^-e of "the'Soviet Union's International accounts by the 
S+-at» "Bark, which Is the USSR's currency cashier. It is 
through the cash department and accounts of the State ßank 
iu foreign banks, that in the main, pass all receipts ana  . 
expenses of currency means in both trade ana non-traas opera- 

Jn reflecting the deposits and amounts drawn on them, 
the accounting and accounts of' the State Bank cannot ^how- 
ever pive in a number of cases, an extended and aetailed 
Dic-i-ire of the components in the debit.and credit of the 
currency means out of which these amounts are in fact com- 
bed': This" gap can be filled by such data of thebooK-- 
k-epJng and operative accounting dsta of foreign txade unions 
which Rive an opportunity to present a extended picture of 
the debit and credit of currency by the separate types o± 
■pf»re:jtDts and payments. ,  , '.■■ ';' ' 

Vourrenoy accounting of the State Bank, being     • 
cash accounting, gives control figures for verification of 

thS#accuracy of ^^-^St^o^thl uaÄiX Ä and t/ani sat ions &2M- eöt.aOiiönn.«nuu u». m>- wuo...». «I-J-^.J 

.™rv^iirR currency means, '      i.« : ,.. 
'*m^ si-.ce Bank's daily account of currency operations, 

"on^u^Ta<'CordinE tor each individual country and currency, 
;?"« an opportunity to follow currency receipts and payments 
1~,  foreign trade and non-trade operations. In Ulis jespo i 
it has an important significance In the daiiy regulation of 
the USSR's International accounts.      _    ■     . 

The coniDound currency account of tna oia.e ba^i- i" 
essence the USSK's balance of payments fdr a corresponding 
period of time, compiled In summary form withcur detailed , 
hreadkown of debit and credit articles.      ■  ,„.„r^,..in. V 

The data- of bookkeeping ana operative accoun^Uig o- 
for-eiPTi trade and other for;ns of economic relations with tne 
oStsile world, alone with data of currency accounting in non- 
traS articles and the State Bank's data concerning Us own 
op-atton^ ^ive all the necessary material for txe composi- 
tion of the ijSSK'u detailed and extended balances of pajr- 

m9ritS" Gyin- to the socialist system of economy, indissclubly 
associated 'Siih the monopoly of foreign trade and its co»; 
no-»^nt —currency raonopoly, the soviet bnion n*s ac °^P" 
tunitv to compile with a maximum possible degree of accuracy 
i?o amount balance of peymentB, «just as ofcner balances, 
Jh^ra-terisint the USSR's international account relations. . 
Se P-ob em of comniling account balances of payments is 
frc^lltated by ,the fact'that an overwhelming pare of the 
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• international accounts of the country pass through a single 
' currency a^countin^' center—the State Bank; of the JüSR« ■ ; 

T'i  the conditions of'capitalist economy the organiza- 
tion öf proper accounting of international accounts runs- 
into a number of insurmountable difficulties,.since the 
economic ties amcn.fr the countries and the payments result- 
ing from them are realized mainly by numerous private enter» 
»••■p-t i-<oe f 5 r'iTis c'tiö  fo?*rites«     ^ ■ «, 

'in "connection"with this, capitalist statistics of the 
Glance of payments are compelled,in the majority of cases, 
when it ir> a matter of payments or commercial and ixnsncial 
accounts received and effected by individual enterprises. 
to proceed from various indirect data and external inaic«3 
of completed operations and their approximate appraisal. 

Countries with currency restrictions, depending on 
tb<* oreatfir or lesser extent of these restrictions in trie 
individual forms of international accounts and the aegree 

■ of effectiveness of currency control, have the opportunity, 
to "orr-pile on the basis of data of exchange organs more 
exact balances' of payments than countries which ao not 
employ currency restrictions. However, even in counlr e& 
VJn"n the most rlf?id system of currency control, uhö_ btaci^-  . 
ti--.B of the balance of payments are very far from corresponu» 
lio-y ^"o the demands of scientific methodology and sun er ITCMI 
a  s^Fnlflcent Isck of accuracy. Supporting this is the 
lact^hat even in the statistics of balances of payments in 
countries with currency restrictions, the grand total u.t 
debit never coincides with the grand total of crearfc, and 
by rather large amounts. This unclarified aiii'e.ret>ce «iJ 
be found, in the article especially crested for uhe b«lancxnfe 
of the balance of payments, called "Omissions and lw?roj?a. 

The Soviet Union is freed from the necessity oi ro- 
«ori-ins to the" various artificial methods of compixxng ehe 
a^eänt balances of payments employed by the stetisttcs ox 
the capitalist countries,, whion aiatorts the actaal pictiuc 
of international exchange relations.    .  '    <^~M *n 

Thp- bookkeeping and operatxve accounts oi   io,,eign 
fra*p unSona and other Soviet economic organizations and 
c-otabiJsWntB which are obligated to render an account to 
thi SSwnment of the. currency means received önü spent m 

i ILi"  on-rafions. are the source f or. the compilation of 
» to ;C«   payments in the USSR. In connection with this, 
* in  r£ UPSR'B accnunt balances of payments the article 
> SJ2!i^: a-d Frrors", is not present, and the total amount 
I    of S   isaC "balanced by" the total amount of the debit 
> Si- USSF's balances of payments give an exact, ana neu, a 
> S?*Ä as in the case of capitalist countries, picture , 
I    of^he'actull monetary receipts'ana payments for a corres-  . 
*■ ponding period. 
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. ine  compilation of the account balances of paymen. 
•■-in the USSR pursues the practical problem of MOWing 

■■   better planning and regulation of the Interne., iona., ex 

•bang, ^^^^l^l^^^^'^ ^^ of pay- 
ments as amounts of the ful.fi3.lwut of the Pj^ *f o; 
'balance of payments,  the USSR also hae the  opportunits  o, 
cowl ling account balances of payments in the    orstf 

'   collated statistical table which 1^?" ? ^^J^ ge 

-<^v«et Union's oayssent relations with all com»tries LJ 
• th^indiSidSal forme of economic and non-econo.de relates 

with them. rharacteristio of the USSR's balance, of 
navnrnt^f« tnV'y^rT 1935 and 1936 as published in the 
ISÄSS SrJSS and Jetted"*«* publication in the League of 
Nylons'  collection of balance« of payrwuts,  cited belw. 
(Sec Table i)^ ^ ^ ^^ ^ of paynenta lcr 
■»q^ end "J936 were  compiled according to a form ^fticn is. 
wtSwdlv analopous to the soneme of the balance of pay-       . 
mento worked out in 19*3 and applied °J^BJ:*t*££;'      of ' 
the League of Nations for the purposes ox unificdtloi, ©i 
thft atatistios of the balances of paynenw of vsrxont, 
councries. ' ¥lew &f th@ ^ßthodology 
of coition; äfpubllLed balances of pagent, of the 
TicqR for ^,5 and 1936 differed essentially from the tax- 
onces of paynen-en »lieh a« paoliehed bj capita i^cov.i 
trieo.    Tl» ftmasnental difference lay in the f«t U. . 
the' «e« genuine account balances fff?;If,':'"'''   !" 

Srir'tS oa?IP^t?. tL haS"eS of parents of capitalist 
C countries. of tbe TO?Rlft baia?ces ^ payments for 
iow-'flndl«6 in two pnrts —"Current Items'' and    Movamewt 
i?3rrSS?ta in«« PropertyH,  graphically showed the sources     . 
for  th-~n£jSS MtSleiwnt'of the foreign trade ghort-term ... 
CreÖit StetJSrt ra League of nations published 
th* USSR's balances of payments not In the form In ;bIch _ 
thevappeared In the soSilt print and -«. f«!r^f *° tha 

SeSetwiat,  but in tb* form of a continuous column of 
fibres vihtoh aade a visual survey dlfixcult.    Th~ anri 
S;K? «."rclis in the League.of Nations,  evidently,  had in     _ 
5?^ Jo Ad! in thl. manner the fact that, the Soviet Union 
had utilised the significant active balance in foreign tiaefc. 
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for the'liquidation' of its previous short-term credit debts 
to other countries and had again proved. Its ■ economic power ■ 
and ability to fulfill obligations taken upon .Itself pu'ctually 

.The composition of the USSR's yearly collated account 
balances of. payments., as well as. of'the account, balances 
(the balances of international debt and.demands) at the end 
of the accounting year is'delegated to the-USSR's Ministry 
of Finance. 

The account balances of payments'of the USSR are at the 
"present time compiled in a different form from the one by 
which the balances of payments for 1935 and 1936 were composed. 

In  a. somewhat.abridged form the structures and"con- 
tents of items''of the USSR's account balances^of payments is 
presented in the following form (See Table II).-. 

'Dahle I 

' The Balance'^of Payments' for 1935 and 1936 
(in thousands of .rubles) ' 

(in 1935, 1 ruble *= 3*00 French francsy from 
27 October 1936, 1 ruble *k*25 French Francs) 

 _   Debit ■  _ ■   ■  1935  ,5,93.6 : _  

Current Items 

1. Receipt from the realization - 
of export goods (F.Ö.B.) —— 1,800,363  1,497,542 

2. Balance of incomes on sea. freight 47,536   . 71^636 
3. Balance of receipts from port  ' . 

fees and court fees"—.-—-—:—   11,440     1,834 
4. Balance of other transports and 

other expenses of the balance 
of services—: —_-..._--_;-»-.-.—   '11,581     15*893 

5. /Balance of receipts of ins- 
urance operations ■----- —-■--'--- 5/733      1,695 

6. Balance of receipts from non- ■.',.:■'.' '' . 
commercial transfers "61,630 :  .7,090 

7. Balance of receipts from tourism . 
and expenditures of foreigners-»  29,324 ■■  33»133 

8. ■ other'receipts —.— -■_■-—■—_ i64,959    32,375 
9. Realization of gold abroad ~~—-'  52,239      :- 

Total of current items —r—— „„.„_2,i84,804  1,663,198 
Movement of Credits and Property Abroad 

1. Return (reparations of property, 
existing abroad -.-——.-..—..- —.--»-. ,71,276 

2. Balance of receipts of govern- ', 
tnent loans - — -»-- -~-—~~~~.-~      ,7,742  .    .— 
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'3.   -Receipts of financial ©i-edits --- 2Kl,51% 

Total of the Movements of -Credits 
.. and Property-"--"—— —'-" 7,742 312,8!50 

of 
The debit balance of the 'movement       o        ! 
credits and property —— — —— i,0u4,c>9k »1^.^ 

Credit 1936 3936 

2 

3; 

5 

Cash payments, of imports, in- 
cluding overhead expenses for 
tow-line ;(C.I.P.) —-—--■—-~ 
Expense's for technical assis- 
tance and. assembling ■—-—-  
Excess of state expenses abroad, 

■ o'/er state incomes —.---- --■ 
Interest; on'- loans and credits 
(balance)   —.-.---—.-- ~    .- 
Other expenses ■--■—---"—-----  
Purchase of gold —. — —.*-——• 

860,037 l,323flSl 

23,4?2        25,439 

56,791        53,081 

83.326        43.990 
--*'.        61,194 

. 451 

Total  of current items — ———— — ~'A,029»12b 1.-512,330 

Thecroöii   balance of current items—1,155,678     .150,852 
Movements of Credits and Property 
Abroad : ■■■$"'■■": 
1» liquidation of state and con- 

cessionary loans -• ——.-^ —-—-■ ■ ■••-  ,  , 
2. Liquidation of firms' trade 

credits --"-—--* •---    u„_^(j>  ..>-' * 
3  Reduction of obligations by        ■._ ■ ■ r     .    _. ,f_ , 

short term export and bank crsdits- 3x8,90.}   3X,cA)v 

45,982 

The total of the movement of 
credits and property — - —- 

)    The Increase of currency cash of 
• Soviet banks on accounts  : 
i abroad- — -----—• ~-—~~    '" 

1,012,638  431,688 

150,702.   32,024 
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TABLE  II 

TABLE  OF  THE USSR'S BALANCE  OF 
ACCOUNTS  PAYMENTS  FOR  — — —'' 

I.    Trade Operations 
1. Goods -———-<  
2. Gold ----".— -■—----—.. — -—~>~-~• 
3!    Silver and other precious 

■ raetals ---*»-—--'----•" — -■ 

Total of Division X -*--—---—- — 

XI. Services 
k*    Transportation operations -— — -.■ 
5. ■Insurance -.---■-»------------" -■ 
6. Post .Telegraph Communication .--— 
7. Overhead expenses foreign trade--- 
8. Bank operations -»--------*• — — -- 
9. Technical and other forms of aid - 

10, Others -----.—---   .„_„__-.__--.«- 

Totai 57\2)TvTB.or7"*IT" '  "" . . . 
III.  State Debits and Credits 

.11. The salary of representations 
'•■ and delegations ~J-.— — - ————--' 

12.- Membership fees in International 
organizations ■'•—---—.—.-—--—---••- 

13. Incomes from Soviet property 
abroad -■----.-------------■--•------•-•. 

14 .  others' *--;—.---—"--—-■--------■"-'"-   ,: 

TchäT of Division  111 
IV . Credits, and Property 

15. Credits extended 
16. Credits received - —------r* —— — r' 
17. Interests on credits ----.-<—.- ——-- 
18. Capital investment, purchase' and 

sale of property'-- — - — - — -'---"—-'. 

TotalTcT Division l\T 
Of All — —— — ———— — — 

19'.• Change of remainders of means ~-  
Ba la nee . --—~—».-.—-»« —■ -—- - - - - - - - 
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The cited table as distinct from- the USSR's balances 
."-"'of payments for 1935.and 1936 does not contain the subdivi- 
sions^ the balance, payments for .the debit and credit items. 
Its individual components—»divisions and Items»-may be in 
both debit and. credit» Therefore., opposite each item there 
are three columns: Receipts, -payments, and remainder -4* : or -. 
Since the balance can be positive es well as negative depend- 
ing on which of the following predominates—receipts or pay» 
merits, certain items of the balance of payments can be 
"active (credit), other—passive (debit). The same thing 
holds true for entire divisions of this balance» 

v Such structure allows one to  see graphically the roxe 
: of  the individual items and divisions of the balance of :pay- 

■'' raents" In Its final balancing. !'"'.'■'. t . : ' ;The methodology of the compilation of the account oaJe- 
:■ ances of oavments Is'based on the scientific'conception of 

it indicated above. In connection with this, included in 
•them are only monetary receipts and payments for trade and ■ 

: ether ooeratiöns, but not movement of the goods themselves.' 
Credits1extended by the USSR to other countries in the form 
of goods, and the:commodity-exchange operations do not enter 
Into the balance of payments, In exactly the same way the 

-. settlement of credits, If It is effected not In monetary 
■"form (including any clearing .operation), "but In the form of 
goods,it Is not"accounted for- in the balance of payments. 

Along with tMs in the division "Sraäe Operations , 
as distinct from the statistics of the balances of payments 
of the capitalist countries, are shown not. the amounts of 
export anrv Iniport öf .goods, but the actual monetary receipts 
and payments receiv&d"and spent for goods purchased and sold. 

'under monetary receipts and payments items it is ; 
understood that transactions between the USSR and foreign 
government£ are conducted in both foreign currency ana in 
rabies -which have become the currency of international ac- 
counts on the world socialist market. i , 

The collated account balance of payments are compiled 
' 'jri rubles; In addition a breakdown is given of.  monetary re- 
ceipts and payments according to countries and groupB of 

:■■' countries1 (socialist and capitalist).' ; "', ' !■.. v ;. 
The content of the individual divisions ana items of 

1 the balance of payments are the following,      ■..'!■■.■' .-. 
'  '    The division 'Trade. Operations" reflects the payments 
' on the import and recelots from the exported goods. These_ 
1 receipts do not include charges for freight, insurance, anc 
i Ttth^r* services, which have been included in the price of the 
>   goods, sold under "0*1.1?," conditions.' These amounts are 
* show'under the corresponding items of division II Services., 
«  * '■■  Item o, Division I, "Trade Operations" Showp the re- 
L ^e:,pts i>om the sale • of gold abroad, inasmuch as the latter 
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;is for  thfe USSR,   a large  gold-extracting country,   one  of 

'1'ts.eXp?tLSr"Silver and Other Precious Metals" .contains ' ■ 
the receipts"from" the sale abroad of silver,   pXatioaa and 
other metals-of the plant irmiß group. ■    .       .„ 

Under Division II,   B3ervio#s",  include the    ..soxt 
of receipts,  and the  »Credit.1' includes payments for trarw» 
portatiöL   inEuranoe,  and other font8 of operation* and        . 

-iteBS'   transportation operations«  (item 4) ^oapasse^ 
• rr-c-pipts for tha transport of foreign cargo In Soviet v^- 
f;i; Receipts from eabarlratlen-debartation labor and the 
S^r-rodation of foreign vessels in Soviet ports,  etc.; 
t^lltli f?.r ?,e transport of Soviet cargoes Jn foreign 
S^li    and for the aSoomodationö of Soviet wseiB in 
J™5'iS'«^?,t re'Mpfs end payments for the transport ot        ■ 
S Äo'.Äor .«vlcoo of railroad trajspg^n; 

•receipts and payments for the transport.^*ft^i'ir*i^;i^lor 

the commercial End technical accortodation o.f.alrpiÄt.cs at, 

airports. »InsurancfeV reflects raceipta and payments 
on irsu^e^reSumi and'the parent of insurance mdemni- 
^.."V-in-, for lost erport and import cargoes. 

„^«■s-«. ■fr-.*--,«-, the» administrative' cowHBinl carbons ox   J.O,. exgu 
A! an^r^e-ntS toihese administrations for services 
SSlcc«iSlisSX labor in tha port-toleoraph-teleP*o»o 
c^nicatlon,  vesfl*X radio exchange etc.,  as w,ii a, r. 
^int-s from diplomatic representatives ana. forexga cor-- 
•fondent/in the USSR for the services rendered to then ay 

a^re.a u» tffr       R    ,lBs  k. operations", are  shorn»;     tne  inteiesc 
■  ,■   ?'     *   L?^ «Sad on oorreioondent -and current ac- 

■  co^nird«?S«nf "p5olSdaSS SloEi^g accounts;  colons, 
re'Siwd Snä paid on monetary transfers and letters of . 
Credi%?f ^ItSKSfSit. consumer monetary tr.n*f.»    ■ 
as well an"the purchases and sale  of foreign monetary      . 
token*    checks    etc  , ^^ of tt>  reflecta ' 
tie receipts ani payments for technical and other-aid ren- 
ier4 and received.    Through this Item pass_ths receipts^ 
<*. •or l^HHnn 'of' foreign citizens in the USSR and the pay- 
^rts of "«Sroy for Soviet specialists ccnandeersd for 
S in eäSulent» and „terprl«». of foreign states. 
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Item 10 "Miscellaneous", reflects receipts'and pay—"'' 
.merits on tourism, EB well as c consular fees arid pfcher re- 
ceipts and payments on services, not, entered in the preced- 
ing' items'» 

The item "The Maintenance of Representatives .and Dele- 
gations", is the main item of division HI of the balance of 
payments "State Incomes and Expenses." In this item are re- 
flected the "Income": receipts from foreign states for the 
salary of their diplomatic and other representatives and; 

.delegations^ and in the "Expense", the salary of trade and 
other representatives and delegations abroad, ■ as'vieII as 
expenses on temporary' comandeering of Soviet workers' abroad. 

. Item 12"of this division includes the amounts re- 
ceived and paid in the form of membership fees to Interna- 
tional organizations. : 

Item 13 reflects the receipts from Soviet property. 
abroad. '■■,,■ 

'■..   ■Item Ik  "Miscellaneous" gives the receipts of duties, 
license and parcel fees and others. 

Division IV "Credits' and Property", reflects re» , 
ceipts and payments-only on such foreign loans and credits, 
as were given or received by the USSR In monetary form. 

Item 15-reflects receipts and expenses in credits and 
loans;,' extended by the USSR to foreign states, and Item 1.6 
--receipts and payments on credits and loans, received' by 
the Soviet Union from foreign states, 

. In item i'6, reflects interest received and paid'"by 
the USSR on both categories of loans and. credits. 

The contents of item 18 "Capital Investment and the 
Purchase and Sales of Property" at the present time are the 
receipts from sales of Soviet enterprises and property abroad, 
under "Income", and the payments on the purchases of personal 
and real property by the Soviet establishments and organiza- 
tions abroad under "Expense," 

...■After the addition of amounts of receipts and payments 
in all division and"Items one achieves the total amount of 
income and expense of the balance of payments for the given 
year on the basis of which the general active or passive re- 
mainder of this balance may be deduced* 

Since the balance of payments for .past periods is   ' 
alv?ays found in equilibrium its indicated final balance must 
signify a corresponding increase or decrease of the remainder 
of reserves in foreign currency. If the Income has for a 
given year exceeded the expense, this would be manifested 
in the form of an increase in the remainder of the foreign 
currency means. If the expense has exceeded the income.» this 
would be expressed in the form of a decrease in the indicated 
remainder. As a result of this., the balance item in the ; 
table of the account balance of-payments is the correspond- 
ing change of the balance of foreign currency means/ which 
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are-understood to include  ea«h In foreign  currengy In  the 
förip o^ ready cash and in accounts 01 .tne\ blate ±wn*. ana     r 
wSSien'Trad« Bank.     Since a  change  of  the remainders  in 
^e^urrency Jans at  the end of the  ye^nfO^lsooMh 
thp fc^nrinn cf. the year is the result of  uhe  iutei national 
amounts en all operations for  the account year, . this item   ■ 
of balance  of payments i&,  as was indicated uocve,  &  Dai«nc 
ing one^    ^^ ^ ^  fsot ty^t t^ movewent cf credits in 
tv form of goods,  as well as the exchange of commodities     - 
-ani oth"r Nations are not reflected in  the account Dais nee 
o^paymontltalong. with the  latter a separate balance  of the 
movement of- credits and property,  applicable  to me account 
balance of payments is compiled. v^*1erH- tn pa- 

Tn connection with this it would be expedient to coa 
nile alone- with the balances of payment a,  account baianoe* 
to-- the   fiscal   year with a balance of Bovement of crealts ■ 
and prSp^ty"'equilibrating them.     They v^ould sho« a connec- ^ 
tor    nd sn interdependence betten  the movement  ol   crsoiU W 
a^d orSner'tY End the movement of these balances throu^/,he 
current 1 terns of these balances for a corresponding perxod. 
1 it Is'also of essential  significance,     f  one , 
»•v,-.- P   notr^V-te  plrtur*  cf  the  USSR's internftUonax  cxeult 
ÄoJÄIo&i. baxances ofinternatio«!  **tfBn? 
dcTi«nd-'  of  the USSR or. the account  balance» ±vi  a  aeii.u-i.- 
ri^p'fberinning or end of the  calendar year), 
da.e  l^^g ted above    the Glance of payments &noWs 

countries                          carjRot,   on  the  basis  of  thö  balance     ■ 
r* ,,vÄ      '^eS    what  the general  state  of the  country" oi   pay»..,,«!..,,*   ou,^..v     "„'    -^i „  *„ ,,^'h «.i»Hnn  to the 
ffione- L£ 

ITy  deiaSSran^obligationB is with relation to the 

PJ101 I a ir to this question may only.be «!£"*£** 
balance V the International debt and demands.  Tnis balance 
^n :i?e°^ne the correlation of all monetary aemands ana 
SM« ;;;^ the country in relation to ©11 other countries, 
%£%ii?**ot\te  txSe of'mir cccurranoe, which are not 
liquidated by the moment the balance Is coKpl.ed. 

n-ne balance of the international aet-t inUuch" r.wt: 
pn1v n,e oure'iy credit demands and obligations, but all p, o~ 
pSrly alroadt ^,e property of a given country existing in 
otter countries in the form of nouses, land, Jac;orle-, 
nlfntD interest in enterprises, the possession oi stuCLS <*rd 
ZI*TIV  aSd the Ute, are considered-conditionally as raone- 
ärrdenlndH on these countries, and the property of other . 
co-untriee. existing in the given country - as monetary obli- 
gations with relation to_these countries. 



* 

The balance of international debt and demands, or? 
the account balance for a given date (the beginning of the 
year) can be subdivided-, proceeding from the urgency of 
the monetary demands and obligations., into short-term and 
long-term items, ..    '    . :■ 

The structure and content of the Items in tne balance 
of the USSR's international debt and demands or the account . 
balance for the beginning of the year is presented in a 
rather abridged form as'followsf 

TABLE III 

Table of the USSR's Account Balance . 
(Balance of international.demands and obligations 

.on 1 January..-   .) '        : \ 

Name of Items Monetary 
Demands 

Monetary 0  Balance 
Obligations  4 or :~ 

I; Accounts of Trade Operations 

0 £. - 

^. 
■4. 
r; 

JSL.*™— 

c O. 

1- 8. 
fi. xtj,.^. 

T) a. V * 

xi.-. 

12. 
13« 
14. 

Open accounts —— --~-~-- 
.Advances. ~.------~-----~»- 

■Unpaid collection accounts-» 
llninvoiced deliveries —— ~~ 
Others —.-.--«.--.- — -------.—- 
"Tofai of" Division I: . ■       . 

II. .Accounts of Non-Trade Operations 
Transportation Operations ■—* 

: Post~Telegraph^ Ccrcmuniestions- 
lnsuran'ce ~~--.~~~~~-- -—■-•- 
Othe r s - •■> - -—- - -■  - ■- -rz zzzzz-—. —.—-~ ~ ---— 
ToTki  of .DivisionTil 

I'll. Remainders of Means in'Banks - - 
Correspondent accounts —«-'-■— 
Current accounts and deposits 
in foreign currency.-—.--.-. — .. 
'Clearing accounts --—■-.———• - ; 
.■Ötheraccountß ---•■--- „.-.--„_ 
Foreign currency cesh in cash 

"TotaT of Division "III I 

15. 
16. 
17 

18. 

19. 

"Tota. 
■''IVV Credits and Property 

Credits and loams «------ — - — 
Interest on credits and loans- 
Enterprises and Interest in 
companies .---^--- -•-■•-. 
Property of representations and '' 
organizations —«»----.—-.  

-/?/- 



Table'III,   continued* '■ 

>-Total* of Division I?; 

Of   All   —- —— r- — " 
Not Included In the balance .-,.■-. 
1. Unutilised credits and loans 
2. Letters of credit ------—-• 
3. Unregulated accounts—---•- — 

Jf onf1 3 s to examine"-the'table of" the account bal- 
ance from the point of view of the urgency of the monetary 
demands and obligations one may refer its three division?, 
i.e.,  accounts on trade operations,   those -on non-trade op- 
erations,  and the remainder of the maans In banks,  may he 
roplnlv attributed to short-term items,  whereas the fourth 

■division—the credits and property--raainly to long-term items. 
In conformance to the cited table,   the balances of 

the USSR's international debt and demands,  or  the account 
balance for  the beginning of  the year is  composed In an ex- 
tended  form.    Each item and division gives  individually the 
sum?  due  the USSR*   the  sura of  the USSR's  indebtedness and 
the ri»s\'3 ting'active or passive balance for the  correspond- 
ing   iter- and division.     This affords an  opportunity to watch 
in'which types of accounts and credit relations  the USSrt 
is a  creditor or a  debtor. ' 

Accounts on trade and non-trade operations are in tne 
main the unregulated short-term .monetary demands and obliga- 
tions transitory from one year to another. ,.       . 

The remainders of means in the banks, in tne form of 
^rh on  corrcsDondent and on current accounts,  and on deposits 
inforeign currency,  as well as in the form of foreign currency 
in tV State Bank.' and Foraiga Trade Bank of th« USSR, constitute the 
foi-ei*« currency portion of the USSR's  currency reserves. J Division' IV  "Credits and Property" characterises  the 
international credit'relations of the USSR.    In  the Item 
"Credits and Loans'5 under assets are shown demand» on  long- 
term and short term loans and credits,  extended by the Uboh 
to fo^<rn stetes,  both in  the forrr. of goods,   and in gold 
end Soviet and foreign currency.    Under liabilities xt gives 
♦■he   debit  of the  Soviet Union  on  long-term ana  snort-term 
lopns and credits extended  to the  latter by foreign governments. 

?hp  com^rison of the assets with the liabilities under 
the ite^  ''Loans and Credits" yields the basic material for 
ludffinn- whether  the USSR is at the beginning of  the  corres- 
ponding year a. debtor or credit country with respect toother 
countries. .-''■•■ ,       .:''■•»'    ,„   «;„«na>oW The account balance is composed not only in a coliau.a 
form,  but also separately by socialist and capitalist countrxes, 



an well as with each individual country» 
AB evident from what MB  bften'fctfcfced, tha advantages- 

■of the socialist economy afford an opportunity not *nly to 
■consciously plan the USSR's future balance of payments and 
to regulate them in the coarse of fulfilling thtem*. but also 
to compile account balances of paymente and. accounts "based 
on scientific »«thodology which plays an important role as 
one of the instruments in the planning of USSR's interna- 
tional currency-'and credit -relations. 

# 

• 
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CHAPTER X 

- 'iNTEaHAL SETTLEMENTS OF ACCOUNTS AND CREDITING OF 
FOREIGN TRADE OPERATIOHS IK THE STATE EAMK USSR 

Soviet^.Eßonomy» "* ""■'■•■ * 

All-Uxiiois foreign trade ^associations are links In 
tli3 chain of the socialist  ecoaoraj.    Like other socialist 
enterprises,' they are ruled by.a unified national-econo-' 
wifi pl&&.    As far as settlemnts 'and credits within the 
USSR are concerned, they are sirsbject to the general regu- 
lations concerning settlements and crediting-procedure■ 

■in force it) the socialist --economy, .-although allowance is 
mad© for the peculiar character of foreign trade. 

The present procedures governing credits aad set--, 
'tletaects in' the socialist enterprises are baaed ca .the 
Oradit Reform Law [See note] of 30 January 1930 and govern* 
merit decrees issued in elaboration of it« 

Flote]    USSR Collectei Laws,  1930» No. 8* Art. 

Prior to this credit roforsa,  socialist- -enter-- 
prises :in the USSR had aooess to two sources of com- 
mercial credit-sine® j along with bank creel its; s they - 
could use commercial credits-extended by. other econo- 
mic organizations«    Promissory notest accepted by the 
BUoplyirjg economic organizations from the buying eeoiso«        : 
mis'orgrauizat lops, were discounted iß the banks by the 
supplying: economic organisations'.    Due to the existence   : :' ' 
of numerous short term credit barks during this period.»    . 
Soviet ecoroffilc organizations 'could"discount"the promia-' 
eory notes and. receive loans in various barks. 

Along with the growing importance of the social- 
ist sector In the Soviet economy and successes attained 
in the planning of the national economy» this commercial 
er seilt arö its manifold sources became a» tohibltpg 
factor in the smooth growth of planning 'In 'the Soviet 

■•o&ö * 
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economy»'   to strengthen fioja-f'teanced ©ootjomic activities 
and promote accusmletiorss within Industry in all'cectlorjg 
of the Soviet economy»". ftlreot- credit   -tied ware astatollsh* 
ed between the socialist  errifcrpriees awl the credit OF- ' 
gani sat terns.. 

■ ■' At the saae tits© tills law was" promulgated eosse: 

specialisation 'had. already occurred ' In the USSR Imnlriag 
system.  ' Order th** 1930 law the fuEotloca of tha short   ; 
term credit ana  long tore credit banks \mr@ divided» with 
short term credit operations'be top coiioertrafed in the. 
State 'Banlc USSR*    This reform/completed tn'1932, had' 
as ita key f-aeture ths abolishing of commercial credits 
&Bd tha 'replacing cf there with direct .'-ba.Bk credits»   Is 
a result, the 8tat* Bank baoa.E© the single supplier- of   , 
short term credits to all socialist enterprises, ©ithar: 

stats .or'■■cooperative» for purchases of goods and &er~:', 
vices.  ' 

lias credit reform was designi-ä to make possible 
direct monetary 'control' ovar the execution of eeorcaiio 
plans and the building up .of reserves in Soviet enter- 
pr.ises. ..-la'■addition, •■tt ■provided an Incentive for all 
'ar»Wrpriaes'to ta&«* asr Intense interest its "the rs&liaa.»-1 ■ 
tic» of the .plaa3> fcy^'»'educing costs'ana accelerating 
the growth of reserves. 

With the abolishment of the coamercial cred.lt. 
system &ll aettleratents between socialist  enterprises  ■;'":■ 
.were centralized in tho State Bank*    AB a result of 
this» the State Bank became not only the single .short'" 
tens' credit 'bank but also" th® sole s@ttli.rjg and cashing- 
coat er is the socialist  economy.    S«oh a corapleta- 
&bQlis'.$er,t    of cosmaerei&l' crea.it mä, th« csntr&liss&tlbB. : 
in a single banlsr. of all short term credits ana settle- 
merits, mayouly be roalieed imder a socialist eaorjomic    ' 
'systessu    ■   ■ 

■:   Tb© basic prlaolples of the credit reform were" 
■at first seriously distorted in practice»    1» 1931* the' ' 
Coaasuniet Party and thegcvarnifierit took strong lE-aasures   ■ 
to put au «hd to these erroneous applications of the    ■ 
credit reforrs regulations.    The present procedure for. 
settlements and credit 'operations is atill basically 
the same as that  established by the deerees of the 
Council of People's Cssfelasaus USSR of 14 January 
1931 (Collected Lavs,  1931* Ho .4, Art. 52.)  and of 20 
March 1931 (Collected Laws, 1931. No.18, Art.166.). 
£ho same Is true of the decrees of the Council of .Labor 
and Defense of 23 July 1931 (Collected Laws, 1931» No.46, 
.•Art. 316»)* ■concerning the working capital of all state 
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associations,  trueta-and other öccaomlc •orprsniaatioaa. _ / 
-.  Acortrdln«; to the x»tfl*s ooooertti&K tft<* settxisg of 

accounts, payments flue to the supplying 6r£&alzn.%tom 
could be made only if the' nfeymsnte bad been duly appxw&d 
bv the purchasing ecoriwaic.Organisation.   ■Acceptance of 
a*bllls't.-o.,--oonaent cf the buyer to the payment for 
goods'  sMopoä to Ms address, "was -accordingly acknowl*' 
edgsd as the m&Xm method of settling accounts* 

Aa to the rels&p© of credits to the socialist   ■ 
entsrprisea. the prooedura reouire'd that the total c;?V 
pr«.nt«d loans should net-exceed the limits Justified by 
the contracts'concluded «ith'other enterprises.-  In ad- 
dition» these oredita were to ba provided at'the same      .      . 
paee as the actu'al execution of .the ooutractft.   'Thua, 
the plan die! not automatically decide the are&'ii«, ■■■■■■.,.. 
Rather,   it was decided by the degree to vhioh the plsa ^ 
vac escecated. * ■ ■   *J 

■ Th© following basic' principles wer© ©atahllßh«». 
for proTidiBg credits 1E the Soviet'©o'eneway?■ the-loan 
should be of "a purposaful -nature» firm repayment dates 
should be fixed",  aod the ?ef»iMabillty BBA guaraiiteöd 
chpraster of the loans must be'assured.' 

Interest  ie paid by the- socialist Enterprises to 
the State Bank'for the credits granted to'them.1' But 
the rote of interest io t'hs Soviet eaororoy la entirely 
dSffaront from ite r»le in otpitallst countries*    lator- 
ost seizes ae one of the tools of a'noa-finaacial econo- 
my.    It eaoöurageß-ttie socialist eBterprlsss "to resort'. : 
to the State Back's loass only  in eases of-actual üa®a, 
asd to 'reuaT the'-l&aas with utmost  speefi*'    -    ■ 

■fW'State Batft was given t&cr.rlgfct to impose 
"credit eanotiona," i.-e.i  to tafee punitive credit sa@&~ - . 
eures ag&lnst  careless debtors. 

fha  soolaliai öRterprisaa vet® allotted working 
capital of their OWB»    fhla was  totenÄed to cover th@ir 
flnanoi&l needs  in connection with the etooklog of mini- 
mum quantities of material '(roods BUCIL as raw materials* 
Bomt-rosnufaotured pools, .finished artteles asd goods, as 
well aa funds for 'un completed production a«ü expenses of 
future jesra« ■•'■■'•■ 

When such needs exceed the-established limits, ■ 
and if the? are'of ■ & wövlsional -character, short term 
loans are issued to the socialist .enterprises'by the    .. • 
State Back*    Sych credits' are .granted 'mainly  in \6<Xk*    ■ 
».action with iovastroersts  in processes of seasonal pro- : 

dacttofl,  accumulation of seasonal stocks of raw materials» 
fuol and finished geoda, and also in oonneotion with pro» J 
L 
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visional investment» In an uncompletedfcP*°*j«i°n» and 
ether temporary needs resultlag from the preeesö of pro- 
duction aSd circulation.    A»We from such provisional 
needs,  credits of the State Bank may also be naed to 
cover.:neede of funds  invested  In'goods shipped to tue 
buyer until they are paid. fcr. ■»„„«- 

Later on    the State .Bank started granting loans 
to'■ enterprises7 in '.some branch'eö of economic activity. 
which needed  euch loans to help cover the financing of 
permanent stocks of material goods.    In this way*  Soviet 
retail trad© and heavy  industrial enterprises are pro- 
vi^d with wording capital of their own sufficient *to. 
finance the stocking of a pert of the mlnirauffi quantities 
of material goods which are In constant use  (about  30%). 
'She- resialnioe part of such et'ooka are covered "by -loans ^ 
from the State Bank.    This method enables the State BatsK 
to exercise, through credit,, monetary control over the 
execution-of the -production and trade "plans of .these ■■ 
tranches''of-the Soviet ©oonoiay. 

In" some'of the socialist enterprise:» üorma for 
t*e'ir own working caoitsl were set :uo f or each kind of 
material goods,  1.  e»9 nilmi«uitt necessary stocks of  such 
material goods -expressed  in days and covered by their   ■ 
own worfe in« : capital. ■ " ■■ ,   ' ''.■        ■;-■■'. 

Decrees of the Council of Labor and Defense 
CSovst Truda i Qborony)  of 23 July 1931 on verklag capi- 
tal sat up the proportions  in which the financial re- . 
ouSremonts of the  socialist  enterprises ware to be sup- 
plied from their own -worktop capital or covered by State 
Bank lo&na.    This mad« posaible the realization of one 
of the moist  important nrinciples of Soviet crediting, 
I. 6., firm repayment, äst ©a and refundability, and sar- 
feg to define the'exact contents of the credit plans     .; 
of the socialist enterprises and of the'State Bank it-,- 

■■'"'    ■■*■    Asa result of: credit reforms elaborated later, : 
by decree,  the State Bank USSR has become the real    , 
clearing organization- of . the socialist  economyf  the 
all-state awaratus for the control of production and 
distribution of proa'ueta and the united center of 
short term crediting in the USSR.    -Thus the State Bank 
exerdaös an actual daily monetary control over the . 
production» circulation end financial plans and, cor- 
respondingly ,■ "over the progress of reserve accumulations 
in the'"Soviet economy»   ■", :'■'.■-.■■■    ■'■•' 

As may be seen from the'.aforesaid, the Soviet 
system of account sett-Hog and crediting is based on 
L ■ 
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'"socialist rel&tieme'of production, afea ;therefore,: daör*of. 
be reslHsed In «ji/'-eat)itali8t; öoüutrj-. ■ :&ls sy'Bt*st IS.- 
one of the moat ■iaportatJt'flnanöial "l*ve?& promoting tte© 
ßtrcaagthsning axs4 Aerelopitjg of the seslalist «coaoajy ■ 

2«    FrooeAura of'.Söttlla« Aocountsby Soviet F^elgn ' 
^^JJ^JSHitfoBe f HJfalo'tp .gar lei SSeaogj. 

Forelgä trad© associations,  as ¥©11 as '.other       \ 
EOoSalißt'©ntarprlsee not I'lttanoed by'tfate state» :ar@ 
antonoiBOUft economic untta. -.They are iodopendant legal 
peraona poesesslBst certain amounts of -'»aterial -.and peoua--. 
leary funds which**«»« allotted to them OB a perifiaüeat or 
proVislorjal basis, ■-.■'• 1 

Forolfa trad« associations» being indepePÄent In 
their operations .axil financing, «P9 solely responsible 
for the.llabtlltlea they take uTtfan tfoematoes itt their   , ..   J| 
dealings with other socialist  enterprises or foreign ™ 
firms or organizations. ■ -At the same time» they ere re»   , • 
spcmslble to the Soviet atate- for the execution of their 
economic tasks;    This .oocmoroic ifrtopenft'enu« of the Seilst' 
Eoa-flBaneed'ehtarprloean to which category foreigä_trade 
associations belongs  1E expresstd la tbt fact "that ih«y     ■ 
b.e*e their own -balaacte sheet® arsd their «m'fins&clftl 
pl&as* ■■.-•■ 

•    .   In order to'execute the foreign trade tasks they 
«re entrusted with'the .forelga träds"-;«sa'OölfttIons» ©liter- ■■ 
Into- economic relation^ with"other -Soviet soolallst -an- 
terprieea»  eutrolyln* them' with' Ucport goods or ..purohaa-■■ 
tng'from the export "goods.-'.. Settlement* of .account» re-   : 

stilting from these-trexteaotloss/ whlßh take "plaoe wlthto: 
■the Soviet ecoaemy» are subject to the,general proo-3d> 

■ ur©a in force in the IIBSR.   , 
.'■ Settlements of .foreign trade asso®1st1ons «ay be' 

divided into the following groupE: those with Soviet    •. 
ctfetorafiT-eonslffnors and buyers' of import'goods, with 
Bovist »uopliefa of export goods, with officea and agen- 
olea of some associations, traaaferred to a non-f ioasood   ■ 
b&eis. With transport and Insurance organizations( with • ■ ■' 
the Ministry of Finance USSR» ao<5 with the State» Basic 
USSR,'-.is a rasult of the credit reform all .Bat-fclemeats■■ 
b«t«reaw sool&list enterprlsaa,-with the exception of 
those of snail saaounte, are effected through, the State    - 
Bäüc on a so-eash fc&sle by the transfer, of coinwiepoaading 
«feoantE from the eettlessut accouct of OBO '.eeoaömle or- 
gar-lsatloa to the'esttlemcmt aocount'of another.--. . : : . 

Settle©ents made through the State Basic apparatus, ■ J 
L 
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fr3Ja. ]£« standpoint of their techniques and condition»     ' 
of ssttllög, Kay be further divided 'into lu-olty &ad out- 

. , oi-elty .groups..    The baelö forms of the cu'v-of-oHy 8©t- 
tl«ffio»ts at present ares  collection of pavsKfot «la3<ns, ' 
letters of credit and special account»,.    * 

■The meet videly used, fora cf settling between 
tJOViot «coöciblö organizations, the owe which ,1s. also 

. lieed by the foreign trade association lu.their öe&lings 
wich suppliers of export goeds avid customers awl Utwa 
of import goods ara collection bills.    Tho peculiarity 
cf tnls form of settling is is the fact that ilia cost.   - 
•of goods or ßerwioös rendered iß paid b? the bu»lnft or- 
6«ai«atlon at Its location.-   1« this'form of ^sett lament', 
paytuenta for-goods-or services rendered are mado after 
ftöcaptaaee, .1.  ©,, after .the supplier's payment claim Sa 
July coasersted to»    This for a» of settling establish^* 
elrect relations between supplying organizations ana 

t Mayers. ■ It eu&bles the buying organizations to ch^o¥   :: 

on whether the Bupjifiier does duly oarry out his snKage- 
• .-uentei.    Tills ID Its turn stimulates the supply leg party 

to take ooBStast care of proper ouallty, dm qv&atj'fcy "' 
and the right time of driver of "Ms goods.    <fW,  the 
coxieotion bill eysUa» of settling promotes the strength- 
ening of   the. noB-f inanoed organisations in th« Soviet' 

'economy* ■ . , 
. The technloal prooedure for the collectI03 hill 

forai of söttletDeiat, whloh was introduced by the State    ' 
bank in 1935,  is as follows.    The supplylc? organisation 
«sixers to the-apsccy of  the State Baafc it  Is dealing 
wi*h,  a claim of payaent for the goods shlpoad to the" 
buyer,  accompanied by the   Invoice,     C&1150 umlfests 
are galled by the.supplying organisation directly to the 
huyxpg organisation-    The agency of the State Bank at 
the location of the supplying organization mails the 
.olaJns of paysaont with a!3  the pertinent doounents to 
the agency of tha Stats Bank at the location of "the    : 

buytös orgaaiaiatlcB or psyor,  for collection.    Tha a» 
geecy of the State Bank at the locsatlon of the buyer- 
payor advlaas the buylue organisation about the arrival 
02:  the claim for payment.    According'to the rroc^ura " 
which operated, until 1959,. 1» the cas* of out-of-ci'ty 
settleraerts,   if the buyer accepted tha payment 'data, he 
?f\.t0 S°Jar

T
thf Pfyment within 1C days,  to th/ag^ey ' 

of tn« State Bank with whloh ha was döftltog.    Sine® 
the buyer wag give» thre« days to'accept the parent 
claim there was thus a severe day period t>atween'the* 
accepting of the claim and the pay lap date, j 

c&ty> 
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■ '"'■'    ' Pe^lur-löo- vitb I Jäauary 1959*  ID order to acceler- 
ate the Ssttliaent pro«««» beiwemr eotwpriMj, '^f^1™ 
aptJoQs afii stete Institutions,' the "above aeotloned Jays 
or *^W were-abolished. '  Payment of bills (claims of 
S^l^t)  la out-of-oity settlements for gcorW or services ■ 
Serai,  is BOW Md. withtjrthe period y;tatti.brf f£ 
acceptance of hills  (cl&lita  of payment;  that. Iß, w.tbii. 

hree "j*^, the pj^^^e la forco until 1955* claim* 
of payment rac.eUeä. hy aa economic orgaalaatioB buyer arc 
no« «Id bv wfev of the so-called""negative    ör  'Silent 
aooept'am*.    *Kls EeMS that %t t]l@ bujlri? d00n0?lc orr 

'     «anUatic* does, not declare He "refusal cf acceptance to 
th« State'Bank; "the latter will con aider the claim ei 
payment as acc4ptöd, and At the expiration of the t ixvl 
pa'piod, will writs off the corresponding anount froa - 
+ha aettl«iP«it account  of the buyer and remit  it to the ^ 
supplyltiF ecoQOffiic organization.    Buying ecoooaic wgM- 
lzst^onft also have ft r-i^ht   of partial acceptance, -but 
sufficient raaeons must "be'set forth for- tooth refuaal Qx 
scseptäQce or- partial •■acceptance«   - .    ■. , t :.".. 

For-el^n trade ^associations have the right  vo re*» 
f-jse eoc^ptaSce of a bill  in the following circuit &pcas J 
if the ciaJir of payment refers to goods for which no for- 
mal order was nude'out by the forol« trade aasooiatlon; 
If the ooods w<»re already paid for;  if tne CIUABJ OI  pay- 
ment  ie"not accompanied by the öoeuments referred to in 
th* ordar «rod which are necessary for settlement ano. ao- 
c*t>*sne*i if there are cor.tradittlons bat-veeö the bill 
sad the'attached dociun'ente;  or if the gooöe were snipped 
to a wrora«r destination.    Partial acceptance of a cxaiffi 
of payment may he mafie: when the priced öf goods -or for- 
services rendered,  charged'by the-supplying organisation, 
eJ; in excess of those preriously fixed; vlrtn qttaatltiea 
of +he shipped gboda exceed those of the .order; when a-  ■ 
lonpvlth the pood a  ordered,- other-goods which the order 
aid"not  call for were shipped;  or when calculation er- 
re*» kvm^r in th© slaim of payment or* in tna tuiJU 

, " Letters  of credit  and special accounts as forn» 
of flattleopnt' differ from acceptations in that  payment 

I for F-oas or services %& effected at the locality of the 
;        euwlyin? economic orjranlÄfttlon.   -la^ettlemwate by 

letters  o^ creftit, th© buying economic organization  .».ß- 
;S;;Lo™ero\al letter of credit or, whose strength the 

t        efenoy of the State Bank at the locality of a ««FP^Jf» 
>        pays the supplier's bills covering roods shlppsd to th©     j 
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buyer1.'    Tblä for« ifl ■aavautageouö to the supplier because 
of" the Umediate payment for their gooda which follows 
pr«aentatloa of all documents required by the terms cf 

■tba letter 'of credit.    The disadvantage of the letter o* 
credit* as vsll &3 of special accounts,  HOB IK the faot 
that they often lead to & diapersicm of working capital 
of "buying economic orgaaiEatiofca.    Besides* the'buyer 
cannot  exeroice control over the proper eareouticn by 
the supplier of hit» eagaren?entar and the agency o>.  the 
State Bank dealing with the supplier Is net la & poelticn 
to follow all 'details of the transaction between the , 
supply!»«? tod l&sylng ©aoaoffiie «*ganizationä, . ; 

The special account has some similarity to the 
letter of credit form cf settlement arid Is usually used 
la two oasest when the buyer has to make settlements 
vith'several suppliers  looeted In .on*? city, or "when long 
term econoasib relations are' established with tjDe.süp-i 

pHer*    The special account, as well as the letter of 
credit, reducas the possibilities for easy maneuverlag , 
of biiTlDÄ econotaie organization's * working capital. 

■ '"   Lett fere of .credit aud special &cootmls, are >wi 
us 3d to settlements of accounts for import goöÄs.    Al- 
mojt  all settleweata 1«  import transactions arc ©ads 
by collect lo© bills«    IK »ettlesients tor export goods 

■letters of credit are.likewise rw&ly W'eä*    Special   ■ ■; 
accounts are used bv foreign £ra<S© associations" whan■■■' , 
sett legate are roads "In ports with inar.y different sup- 
pliers or repeated »ettlaments with on© supplier, ■. 

la-cit-T -settlements between socialist enter-   ,: 
prises are as.«a aalaly by means of claims tor payment ■ 
to be coll we ted,,  checks for- sett! log,- add payment« by. 
commission.-    Those forms of settlement  are usod by the 
foreign trade associations- too.- • 

■■ " ■-Collection of the '■payment claims through the ;: 
-Btaiß'B&nk-is the basic.form uaod In'in-otty settle- 
ments*    Like in cvt-of-elty .B3ttl©a»eiite»  in or-ler to 

■ßftttle ftocouut» 1» this ferns'the supply lag organisation 
issye'ß e claim of payment to the buying economic cr~ 

■ fa-ttlÄatis)».'- This' payment  claim,  accompanied by the 
w'ii* Rö'd othar rtecsss&ry .documents*  is dallveröä. to 
the Stfcta'Beak for oollestion.    Th« State Beak,   la- 
its turn,  adviaöu the buying? eooaosiio organization of 
their s.rrl-p«il.   -The-latter is roauired to-malte payment 
vrtthin two days after the arrival, of the claims at the 
State Bank,    ftNag&tivett aod "silent" cccstotanoes are 
used bore too* 

In ir-öity settlements» amounts under 100 rtfblüS 
.|   ■   • 
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\     -*■ w «-.-*<w>  1« .rs«h <>nlv.    Settlements for smounta 

fir aottXaoect, or' payments DJ ««« f l™iJtÄ«l 1» 

^ ?^V'»»s an? «elWera« for oollaetlet» tc tae Staic 

a Pr°S^it by co-ataBlon. however,  may Oo Issued to    . 
the ßuppller it, payment fcr goods,  even  if tl 6b/ *r 
docs not have a sufficient   balance ixi hit -*scour v.    XJ 
* i«h cases the State Bank accepts the payment by oom- 
SlSsiSS for «edition,  ar.d pays  In accords***£«> lr   ■ 
exietlag priorItY rules as the settlement aooouat  j.o 
supplied withfffund». trsa£  aMOOtatlonft 

,1th cth«1S;fei   organizations ^ *'^f ?? "^^Then * «„„tri through the settlement  accounts opened To,  tnoa 
£ thi State Bwk.    lo  order to put these settlements 
in I Jrowr wawcti«,  considering the peculiar cofi- 
i?t*o?'  of fS-ei?n tradi, wben  it   le found expäjletrt, 
o;i;Sl accoSnts- are opened for the foreign trade as- 

5£Sfwh??h S«^o b! lr«cfS?id to the Ministry of 
pVSanr.e^o ?ha accost  of state budget   laoon*.   or 
fo? futire remittances to the ^^/^jJSft.'lla- v.„r5T1a. f ivmP.  so as to cover commercial or cieaxc .-•■*■<* 
b'i^iei Sf the associations.    Settlement accounts  of 
n* fcrei?i trade association 'as well as loan-ao* 
*V®l:    if! ent^e«? bv the Stats Bank in rubles*  even 

• if th- accounts reflect the movement of artmuDta ^ta,a 

'        °r paI<\>!/n1f .eoSa^  in critic, to the «In 

5        Save racial aocDuits for settlements with separate 
a       .Soviet suppliers of  export goods, 

■ace 
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.-    %ö$lal a'döOifflts are -öp^tied by -the State B&ak : "• 
.for m&h. Äpöft ns«5ö«latiöK(S»"*yhiöhs''a,s"for 63Ciäßpl#?-lät- 
portlts CLiab^'.'löepört) hato lotsg -toris btiBiBeiss re~ 
laiions with certain suppliers *  ' S'uppliorist <S silver th# v 
goods to the offices' of these associations, la Soviet   ;"i- 
ports»    Settlassetite .with them are made by snob offices ;-. 
eis the spot from the speol&l accounts op&ne& 1B th© »&*8* 
et ■assooi&tlons, these latter empowering ..thai** offless v 
to-.accept supplier1» claims of payment to be paid trow. 
the epeolal accosts* 

In addition,- the foreign trade aa&oolatlous may ;.. 
ha^ebloolred aceouata for export operations which re-    ! 

flsct"a&vaBöe payments made -'by foreign buyers. 
fee foreign trade ■associations dealing ID import 

.■transactions» In alditlOD to a main, settliacst' aeoou .t, ' 
also' ha-f@ epeotal accounts which reflect the ünstosas re>- 
vsaues which ar© later■ transferred -to the aceoimt of 
the' tflalatr? of Finance USSR*  m& also special bloo2c«d 
a,soourrbs" f or Import operations»   -Thes© latter reflect 
th©: iDOT-asent-of amounts received frosi■■Sohlet cystoiars 
8..Bd htfyars (consignors), but acst yet remitted to the 
foreign 'suppliers. 

It shoulö ha■notöd that the foreign trad© aasoc» 
latloBS deal lag la "both Import ana export opar&tioi»®,'  - 

.have oaly -OB®'main .eattlesetit account la ih<3 State Bask. 
It'refloats -receipts and disbursements of thalr ©wa     -' 
worklBg-■oepltal» and papaect of wages.    CojrMs&lems Of . 
tha assohlstlong for tha entrusted 'lisp art operations   ■ 

other ajBouEts ar© also eat ore! In this aeeeis b. 
■'■'•■■■ . \      '      ■ .-    .. ■ .'.'•.       ■'.'.>, 

Credit i&gt jsf 'the £oK^.£s_^ed®_Ogeratioa3 by the   ■'•: 
MME3§£k W§k, " ■"'     .*" "~"     ."     .-~--. -— 

.   Jh .a. oapXtaliet--oconoaiy -bauk oredltltsg of com-   ■; . 
.»srcl&i atsö Industrial onterprlsea and of forelga tr&äs1 • 
operations  Is fepoattaueous' Bxfä implaiiRed*.   But In the 

'•■USSR crMlttog of the production pr.oces&ee and tha cir- 
culation of goods  {foreign 'trade operations Irscly-lari)    ■: 
Is all stfbieat to a plain    This-plan Is 'Included la 
the State    Baak*s "credit plan which Is a part of the'■■''■'- 
national economle 'pleaa..   

, The 'baaIG .principles of ereflltlas of socialist" 
enterprla@s«-f ix@a''<S&t0a of r®p&ym«mt,' r«fwa&abllity, . 
purposeful Dattsr® of the er«&itlag, afailsMM-% of . 
guarantees la. the'form of matorlal goods—are also 
'applied to' the loans- ©xtacä©! hj the State Bank to 'the 
f oroign ■■ trs.da associations• J 
L"     ' 
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'■■■However,  the forma and conditions of the State   : ,, 
Bank's credits to socl&liat enterprises differ for vsr-• 
toil«»'branches of the Soviet economy *    Th«ft©. difieretsoee 
are determined by the fact that ths State Beult tries to 
take into   conslder&tloiv. the specific features of every 
civ en branch of economic activity. > 

The State Eanfc makes tha following loans available _ 
to acoBömlö organization? carrying on their activities 
solely withJn the USSR's loans for seasonal acoimulations 
of material goods, loans for seasonal expanses,  loans- 
for oofi»»od?.ty circulation, loans for goods under ship- 
Beut, atid ot-fcer provisional needs.    In loans to sc-ciaxjst 
enterprtaes'granted for purposes of seasonal■■ accumulations 
of ooHpiodlties and material goods,  seasonal expenses 
and eoEBOftitv circulation,  crediting Msy be extended only 
to'the cQiBBodltieB'«nfl material goods,  expanse» and stocks .A 
•of comrncditlss in circulation» which ere not covered by fjf) 
the working capital of tho enterprise in question.   ■ 

fill the end'of 1939 this rule of creditlog was 
also anplied to the foreign trade associations.    Be- 
riming with the end of 1939,  the working capital of 
sveh associations-was no longer required to ho use« to 
hrlp finance their lsroort ar»S expert operations,    Loans 
for"such operations ar« granted to the associations 
without limits to the full extent of commodity olrcu» 
fatioo, but within the limits of the tdtal amount of the 
foreign trade credits, es approved by the government i& 
the credit"plans of the State Bank USSR, 

The fact that all requirements of associations 
for export and import operations are fully guarantee* 
by State B^k credits,  is one of the Important peculiar- 
ities of ersfliting of foreign trade» as compared with 
that of other branches of Soviet economic -activities. 
At tho same t-iae,  these unlimited brgdite for- foreign 
tr'ada make even more effective the State Batik1 a' uom™ 
tary oortrol over aaovamenta of import a»4 export goo&a 
and arooutita under settlements» as well as financial and     ; 
economic activities  of the foreign trad« associations«. 

• ■ Workitg capital of their own  is used by the for- 
eign trad© associations only to cover such items as the    . .■ 
regaining parts  of the racking,  auxiliary- mat er ials; 
spare parts,  rubber-, fuel,  inflaianiablee, ■ lubricating 
materials aud other prospective product lot»' supplies 
and expenses» ■.'■  , - ''_    , 

' CrjgdU j^jöf„ e^^ * 
Credits  of the State Bark for export-operations are in-       . 
tended to supply the foreign trade associations with the    J 
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funds they' need to pay for goods they "r'ec*iv<j'--for:'export., 
until the sales' 'earnings' are/received fron; .the foreign   ,. 
buyerB..   Ihe meed for export credit?, by 'the foreign trafte 

■associations depends-upon 'the eorditloiia under which the 
eroort poods arc delivered to the association "by the    - 
Soviet supplier, the terms  of settlement'with the latter, 
and also the terms .of-supplying 'and-settlement for the ., 
goods with th© foreign huyera  (P.O.B. f ,F»C.E* ."border ' 
station,  C.I.F.,  etc.;; letter of credit or bills for 
collectIon)... ' ■'. 

me main klüöa of State Bank loan a used by the 
■foreign trade association for ©xoort operation In 1940- 
1955 were loaag'"oa exrort goods la' the USSR and loans 

■ on export goods -shipped abroad  (export loans')«'  The mark- 
ed increase  in the ÜSSH's foreign trad.9 turnover after 
World .War II»'.as well as the atreöftthenlnp of financial" 
and economic dlsciplino. in the work of the foreign traia 
associations* mad© possible ted expedient' the elnpll- 
fio&tion of'the State Barb's foreign trade crediting; 
system.    Sines the beginning of 1956,  crediting; of ex- 
port ©-Derations has 'been through .one type of credit Inr 
the form of a srecial loan as o omit, or export operations'; '■ 
Va:m differing fron-the formar procedure«   -Moreover-, 

■ the associations'settling their ' account3 with Soviet'. '" 
»uppllers1 of the export poods in the -form of letters 
of" credit or special aoeouiits, receive from the State   : 
Bank loans for : the issue of. letters of credit  and'.»pec-   , 
ial■ accounts, or terms common to all other socialist en- 
terprises, ".They also raoelve loans on oomrnon terma on - 
the"basis of documents' ■concerning settlements ubdervray . 
within the U5SH In connect5on ylth gooda vithdraira frost 
export»  ■ Finally»  the foreign trade associations,  as   1 
well as other economic organisations, receive-loans for-  ■' 
the payment  of  checke '«ritten on the unlirrited dheokiug ■"aecotsnt ■ 
for settlement,   of accounts with transport organ-' 
isaiiorss«     •   - }        ■ ■   ■ .   1 ':■■'■ 

',''■■ The' only peculiar feature is the crediting of 
the foreign trade aesoeiatiom;  lo the .form of special ■;' 
loan'accounts on export operations, v'bich wore sub-   . 

. stltuted for the two kinds  of export loans  in use be~   ' 
fore 1936.    fo open a special loan account for export ";. ■'■ 
ooeratlorm,  the foreign trade associations mmt  submit :. 
to the State Bark a, formal obligatlor-appllcatior." 

'By this ohligation-application the foreign 
trade associations transfer to -the Stets Bank -ID pledge   ; 
as a security for the credits obtained by the special 
loan account,  all export goods they have within the USSR 
L 
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or abroad»  or on the way abroad»  as well as thölr claims 
oa foreiw buyers»    At ths ieain«'tlale/the -äösöölatlcttis- ''■ 
assent to ■ an apreeiseiat' that all emotihtfe in their favour 
accruing 'tr&a the sales of export goods ör for:öförvteoa     ■ 
rendered to'its'foreign oorrespoKfleuts,  and eatörod Ir 
the USSR State Bank's^&coomvts,'will be■ placeä at the . 
complete disposal of the State Bask,   -I» the same appli- 
cation the associations Concede to the State Bank the   :      ~ 
right to deduct from '.the settlement accounts' of the as- 
sociations the amounts'du® to the- State Baiik for ■re- 
payment of credits*        ; 

The State Bank's credits to the' foreign ' trade- 
associations 'b/ special loan accounts oa export trad® 
or>eratloias, 'may be granted for the following purposesi 

.   1)    For 'payment' of settlement '.doeuffloßts  iBup»- 
TJlier1» olalxcs of" payment),  aol overhead e'xpensdß ön   - , ^\ 
erports aade" in the USSR or abroad»   ■.■' W§ 

2}    For payments'-of the debit letters of advice" ^ 
from the batiks'of" the'countries'of the socialist'eaaip,--''--      :   - 
In connection'with uncompleted eettlerae-ota' f or -osrport • ' 
goods« flue to the claims from buy lag 'organ last JLOöB  to     . 
these countries for refunds of the' amount of bills   ■ 
for oollsotion paid by them which they do not aolmmfiedgs, 

3)    For payment of debts resulting from the lo&as 
ott  Import goods turhsd for re-expert»    . 

4}   "For payment of t be'loans OB letters -of. cred- 
it  Issued for'■ a®ttlemei>i with Soviet suppliers of ths 
export goods,' and also payment of debts'on loans 
grant eä'for -the'opening'of epecl&l'-aooouats»---" 

Special applications to the State Bfeiik"are,n6t 
required"from 'the-associations each tisie thoy'receive  ,. 
'a separate loan for a special Isan aoeoynt,   •  ; 

The majority, of the loa,ns; do not require obll-,  . 
gat ions with a fixed oat©."   However»  some separate''cre&~ ' 

: its on special loan account for export operat ions' are 
grant to only for some fixed terns»    Thrs.  credits? .oh 
export goods  in USSR warehouses -&ra granted for terms 
BO" longer than: three mm%hz r If such groo&a are -ear- 
markefl 'tor shipment to ths Weat.-   Goods  earmarked f or  : ' 
shipment  of the East,,  as well as the export goods of 
the'foreign'trade association'"Esrportles"  (Lumber Ix-    ' 
port)* Arrespecitve of the country- of' de's'laat'lon»  are   ' 
credited by. the State iBank for terms up toelx months. 
Credits f or' comparatively long terms are jrr&hted by 
the State B&B'k an goods  1» USSR'warehouses, oöly where 
the government has "gran töd cpeolal -permission." 

In 'oases of export goods'shipped'.abroad without" .'a   J 
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toward consignment contrast to be offered *JrJj*1« f*{"J 
wara^ua«8j aad good* &old oa ore« yftcout*. ^l.°* **fl 

learns 8.re fixed In accordance with the tents ^-P^^o 
in .the corresponding contracts "tilth buyers.    If no lixea 
t erra 
term 

appears  la [he ooctZMMJt loans are granted for. a 
not exceeding 1 year» ■ 

Loans mat be greeted for» terms, üp to ^-3 years   . 
on industrial equipment shipped abroad from the UcSiv to 
capitalist countries on consiganjest.    In the -case Oi 
gcodn shitroed abroad without a forwarding contract,  or 
'with a forwardin« contract but with settlamGnt by ß^. ft. 
open account,  loans to the associations ma? be grant-so. 
only by a special permit from the Ministry of Foreign 

Payments of 'debts'on the special loan accounts ; 
in the case of extort operations Is made by ths St at a 
Hanfe and ars application Is not reoulred in each end 
wery ease.'''- Payment of such debts is made by tha btaoe 
Bank mainly from receipts from the sale of goods,,and 
t>artly :froms" V-l^ 

■ ' ' Fündß enierlag from the clearing accounts ox .cue 
oountries of the socialist c&mp for the goods supplied 

rendered, -Dayman! s for which are effected 
bills for collection with immediate pay- of 

■or ..services 
'■lit the form 
sent* ' ' '..'  ' 

Earnings  in foreica exchange for tha export -p* > 
poods' sold in-tha capitalist countries,  entering from 
letterr; of credit, bills for collection dram» by tha 
associations on the State Bank for collection  of pe.y- 
r&ent for the sold goods» .and remittances from the for- 
eign buyers abroad'"for the export goods and services 
rendered to tfceau ■ 

Funds' entering on export settlemcrt accounts 
and sooda "shipped or"account  of the credit agreements, 

loans on settlement documents on the way relat- 
ing to söttlömeirfcs for goods withdraw?* from export and 
sold within the USSR. 

GrfcditHifT of the im-oort ooerations.«   .The foreign 
trade  associations dealing  in  Import  operations are 
basically a-xerts carry luff out  comroiesions  of Soviet. 
'euterpriBea'for purchases of Import goods froE abroad. 
la eyecntlTig import operations, as .in the case of ex-: 
po^t oru*rs.tions,-associations do not receive working 
oanltsi of their own.    Their administrstivs and sundry 
'eVpetises Iri bonnsotion with'thesa operations,- are 
covered by the  commissions they draw from their customer» 

■ oon'aignors,'-and all their overhead expeoses1 in 'connection 
L 
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rwitn Kb* import of  goods they niafce at the expanse of 
their coTjaiKaöjPs* ...■'■■.'    .' _.     .    * j.«., 

Funds nec^sßs^r to the associations *or settle- 
ments vJth.tfce foreign stn^llsra for the import goods   . 
'are iaaüed to the» In the far», of loans for a tin©-un- 
til the oo*»t of the import" goods la paid for toy the 
Sovl«t custonser-coiiBigrora.    All tovm- of loans on lm- 
r,.ort orations are greated 1B amounts cf the actual 

* Tal«« of'import 6ooda, vlt* the fÄditte» of«£ «P«^« 
of transport to the USSR, converting *he atooun*a f fox- 
el«n exchange into ntolea at tha rates of the Sjate Bafck. 

fllooe 19.56 the new proösdm^s for crediting? nave 
been uß-cä'för Wort operations as well as for export 
operations.' Prior to this* ftve kläds cf loans were    - 
available to the foreign trade aasocaltlona tooxuaAiig 
loans for letters of credit, loan*  CD import goojj ft- 
broad, loans on Import goods on the way to the ö«E h« 
abroad, loane  on import goods in XJS83 w*ryhouBe»,^jnd 
lopjDs on- settlement document a on the way to „he Jfc»oR. ■ ^_\ 

#t pr ©Merit,  instead of all these loans, tao «state ^7 
Botik grantä only two kinds of loans on Import operations  • 
to the foreign trade assoclaitons:  1) Loans ueea to 
draw letters"of credit for settlements with the foreign 
f'.rm«? and aumslTing organizations for suppllea gooas sac. 
t'yVüoep- render'ed by them.    2.) Loans.on imports on the 
Ja« f rt"the USSR from .abroad,  as wall aa OB imports in 

'   ßtoraff-5  in the USSR and abroad,  and on .settlement doou- 
-'xß.*r*tß~OB the way to the? 0SSR, '       .:       .' 

• "  ■        '.The second typa of loan is granted to the foreign 
traöe'aäsooiatlonß  IK the form of special loan aocorats. 
De-sendivi» upon the terms of settlement ■ associations» 
have with tha foreipn f Irres and supplying orgtanizatJons 
for elm trad® associations  can 123a tooth kiQds of loans 
5i iitprvrt operations or dispense with "thefe-i altogether. 

Hi order- to'open a, loan -account for drawing of ^_V 
&■ letter of credit abroad, the foreign tr&de associations «jj> 
ha^eto strtxnit &, special-obllß&tioin-eppllc&tion to      ■   •  ■ 
th« State BanK.    By this- application the forales trade ■ 
»sanoiatioro" transfer to the State Baafc ueueaft fuado 
th*Y have' an their accounts  in -the Stata Bsak or the 
letters of crodit  issued by'thai» abroad for'payment for 

'coodp and services, 'the documents fesr disposal ©f goods 
paid fc~ under the letters of credit issued by them, 
ar*d their riffhta to pledges of gooas paid .for under the 

•  letters of credit issued toy tfcem, .»,■*■«, 
Xh th** epme obJ,l(Btatlon-aptJlioatloTi the foreign . 

.trade associations conoid© to the State Bark the right       «i 
I». 
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rto effect pcvttent of debts on the loan account  for the 
drawing of letters of credit,  and  In cases whera the 
araouot  of debtä OK the loaw account exceede the offered 
guarantees, the right to deduct funds from the settlement 
account of the foreign trade association.   ,: 

Separate loanä for drawing letters of-credit are 
granted-by the State Batik against declarations of the 
foreign trade associations regarding Issuances of letters 

* of credit.    Loans are l&sued. In rubles In amounts equal 
to the amount  of foreign exchange at the operative rates. 

Expiration dates of letters of credit are fixed 
' In-accordance with terihe ' of contracts', con eluded by as- 
sociations with foreign suppliers. These dates may bo 
extended by the State Book upon application of the as- 
sociations if sufficient reasons are set forth. 9he 
letter of credit's expiry date Is also the expiry date 
for the loan used to dra.w the letter of credit. 

Loans used W draw letters of credit ere paid 
■from loans on the specie 1 loan account and/or from • re-« 

] funds of unused bal&noes on letters of credit.    Payment 
-  of loane used to draw letters cf credit from the special 

Iban account on Import goods is due to the fact that   '■ 
goods mid from the letters of credit» while on the way 
aim until they are paid forJbSrstto« Soviet consignor,   ■: 
a."1 e .credited by the State Bank.' 

SESJSlai h®m A&2&3S&3L tSZ Iffi329Xi SSSäS»    Shea« 
accounts' are*used by the State Bank to credit the for- 
eign .trade .associations for Import goods on the way to. 

■ the USSR from -abroad,'.in'warehouses In the USSR or   : 

abroad, and also on settleaent documents for import'    ;■   .-.' 
goods on the way to the "'USSR«, 

To obtain a credit on special loan accounts for 
import goods foreign trade associations must submit to 
the State Bank an obligation-application by which they 

.transfer to the latter the rights of pledge to all   . 
Import goods they have abroad,  on the way to the USSR 
from abroad,  and in the USSR—in ports, railway stations, 
warehouses»■or any other-place of storage,.  By the        . 
same application they engage themselves to watch closely 

..the 'movement' of their debt "la the Special loan account,, 
,not'allowing use of the pledged goods without sub-   ;' 
-.stitutlKg other goods'or paying the corresponding part 
of .the debt to'the State Bank, 

Loans on import goods in warehouses  In the USSR 
or abroad,  are granted by the State 'link to the assoc- 
iations only  if ""they have a permit to store' them fro» 
a'corresponding; department.    Loans ©n the special loan 
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ft-ro-int'foe Import goode are granted OR invoice amountt 
5f Sh^c^pwaml #><*. «ad alw m the actual eo.t 
of tha Import  overhead esrpenses. . 

This kted of loao  la grantefl ty _the «t^.e^^Bi 
to fur,™"thJ forkg« tr5.DaS«UtW with tyidj 
1300 
O'f 

imported goods ars granted by the »täte Bau* to x^ 
foSUn -trade associations for the payment of tills o* 

,    IfLl tr^ the com*.riöa of the socia.13.at carap for 

SiSt payrn^l pij^t  of bill, for collection « CM- 
' Savons frSi sellers abroad» made in settl«n.en* ox cgL 

TioXitX? croMfl PuboUei or services .rendered,  payments W 
Jol reittt^cL ISe hj the foreign trade associations 
Soad IB payment for 'goods purchajsd oa Jf« «J^k 
p«5 rivnsent of debt» OB loans gran tod. by the ovete Bel* ■ 
to tie fSreig-n trade associations for the drawing ol 
vf+iirp  of credit ahrc&d» ,   ■'    ■ 
-5U      A    a      Jral rule,  leans on Jtaport good, from , 
tVp B-eoiai  !oar, account  are granted for a term cf lO 
kla      1-™ost  cases this terä Is auffielet for the 
?ore«fr tr£dS associations.    However,  if this lea« ean- 
iS bS olwed within thiB ten, due to the atamoe o. 
tte shipiinr documents neoossary for writing up ol  A 
J VtVa Soviet customer,  which often happens  in the 
case of sen transportation  of  Import eooda from far away 
?«4t?ie*    tMs"low> term is correspondingly prolonged. 
•jjo-häve the terra prolongjd by ^^ Stete ß.rk  jn£ -{£--6° ^ 
trado asBOolatlons suDailt an JP™1«;**?°BJi with f??«5 ^ 
reasons for extension alone *ifc* * J™**?2"AIS dates date«, for noiroletlon« Such contracts wit a iUoa aauen Octe.. 10.       i   j forelpm trade associations In 
some'other oases to obtain loans.     Thus,   trw „*ate B*a* 
reoui^s-B-joh contracts  la the case of  loans on   import 
a^iäl'1' «tor** hT the foreign trade associations  in ware- 
hot^-  otrocd  or  in the USSR.    Terms of the loans are 
nred  *a; aooordanoe with the term of atoraee of the • 

■        roods  w the warehouse approved by the departaent.to  , 
SbieVthe association toelongs.    X» the case oi   gooas 

1        on t^e v^y tö the USSR from afcrood, the term Is fixed 
+\<*t irtö consideration the period of time during 

1       ihlcS^tte %ola im he on the Si ay *roa the foreign port    j 
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,3 x&s pOTu'^r Dodder at&t lor  of the USSR.     Clearance   -'• 
cf debts  on the  special loan  account  made an ^port 
«mods,  is basically effected by amounts paid by Soviet 
SuBtbiars and buyers against claims  of payment Issued   ■. 
Sy the associations OB  Import ßooda ftlreadj ehipyeA. 

If the  imported foods are Intended for re-export-, 
clearance Is effected off acoou&t of a loan o**£j*|5 rsA ' 
from « opeolal loa« aoaoimt on -JÄPjrt goojB•    ^JJ+5J;a 
paid by the foreign trade organist loos  of the ^™ 
of the socl&lUt camp due to refusal of Soviet *01 J;6n 

traue aasoclations to confirm the bills already paiu 
fo* by the bank, are also used for clearance ol  trie 
above debts«    Finally»   if the amounts from the J^«        ' 
H-.entlorisa. sources are not sufficient, the uncleared part 
of the debt  is written Off from the settlement  account 
of the foreign trade association. . 

■   -As has already been stated,  one of the aiost  im» 
' portfttit •orincinles of crediting in the socialist eeonojj 

Is that the credits are guaranteed by the material goods. 
If debts on' loans of any given socialist enterprise ox- 
e*e* the value of the commodities and material goods     , 
vhloh were accepted by the fitata Bank,  it moan ****}«£ 
noraal progress of Its economic and fS.naneiel activities 

"*   :As"a^curit,v for loans' on  import  and export 'opera- 
tions the State-BUIL-accepts  Import and export goods, _, 
abJpplnp aoouBetits following good*,  claims of assu» 
rations-on Soviet  customers and forsten buyers arid 
other* s>ater5al goods. " Such goods and rights of .olalffi 

hüpy P3rve as euär&nteeo for öradlts  oni^ wi'öhla vhe li"* 
inns o* fixed"storage terms, periods of time on the 

• way,  and terms of corresponding loans.    Thus,  import 
gooda  In ports cf the USSR are accepted ea security if 
their "ier-JB of storage does not exceed one moutn. 

'CwüJOÄitlea ©öd Material goods serving as. aecmr- 
i+v orj loans are checked monthly by the State B&'üK toy 
the balance sheet of the fore igt» trade association. 
Baaide-i,  spot  ehaohs are.carried out not less than enco 
'a month*, baaed on accounting data showing the termn of 
storage a of KOOöB  lw the USSR or abroad,  periods of time 
they were-oa way,, aM timely claims  of payments from 
th9:0rWhln an*association falls to submit its balance 
sheet to' the State Behk within the fixed term,- the   ^ 
e'-pf»c<>r in oharpe of tho association  is adviaea, ana to 
10 day'e after this aö.ioe, the State Bank stops payments 
of bills from suppliers for export goods and services J 
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r rendered,  payments from the speölal account- of the aaso- 
ertor    andalso loans for- opening' of special accounts 
An<* letters of credit Ifi trie UooR.  ■.■■ ■  „ ■.; ,v■ »^ . 
"*   ■       Audit lag of a. bolero sheet  «^J* ^"/S w*v 
aro o.erto.anä import ana export H*oäs fich a^on w.y 
_„ ,n „frira^p for terms longer than ftxefl xOr to et.«    »~on 
2ooS irSaludk by the State BKJk from the J«o«Bt «c-   „ 
ce-tefl for security, which 1B Ita tura causes tno ceo,.» 
of t'S association o-n loess to «xceed the amount« of as» 
tVllj*    Amounts of debts not ewerftd by aeourlty are       . 
rJole-ed ST the State BSä from the settlement account 
o? thSMBoSiation, and If there are lnwfficJeDt f^„ 
to this acooimt. this uroo.ered amount of dab    ij £«*- 
ferret to a losns overdue account OK wiucn ?i|ß°-   «l 

tarest rates are ohargaeU    la ease at) association  ,a ; 
shW bad v;orks  in certain cirouma;anca. xne S^e      ■ A 
Bank ffi&y takö appropriate tseaswraa  (transfer f *<$*     . jg} 
enterprises showing had work to a special system .*.f ■ "•"» 
crediting and settlement).       _ *« + ,*„, u tvt- 

The system of foreign trade creaiting bjtho 
Ftite Barv, ihJoh became effective in 1956,  consia«rf~ 
;Sy aUllfied loan techniques *o foreig trade je BO- 
^tionst    In tM.a system -the. »laehinery tcr .credits 
wrtlid  «4rt  operations by the State Bank works 
i&lj Statically, so that  the 6™«^** «*?™°« 
of e4rr lean does not require any active steps by  uhe 
S.ociati^  the application for the J^S f ^Jf B 

.of creo.it abroad being the only ex«|P*1«J- + £ ^.^1 
P11  lA.^nR ere-praateft and cleared avoiamfc ^nt, d*,ci—e . 
rut ^counts of. the association.    At  the eaina time, 
credit in* cf  Import and export operations  ox  ^reJf^ 
trl^i JsSoclatlons arenas upon bow they observe the 
r'Smal teris  In the" tirnovor of goods and settxement ^ 

cf acoounta ^ credit!«« by the State Bank of 
foreign trade association«  and other socialist  enter- 
r>rise^   ia äoslpineä to jruarantce the reality of daily 
lonelary conSol by the'state B*»k over thoir financial 
S ecoLmie aotlvlty*    This system Pr^otee the 
atrpwttt'hön^r* ofnon»financed economic activity ana 
iSef it po*Sl§is to accelerate, through credit turn- 
,VPV  f,«)ä<i in the foreign tra<5e associations«. 

'     The advantages cf a socialist economy such as 
social Snortbio of tho means  of production ana planned 
Sa^nt  of'the ri.ac.iona! economy, ^J^S    «l^e 
ar.erohy of pr eduction» crißöß and competition, guarantee   ^ 
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imlntwrupteä progress cf «xpaoded socialist  prjftuctleo 
and accelerate    the turnover of material meanest» the   , 
national  ecoromT.   ■ How«r\? e's» „ tfcesf* advantages oi  a      ; 
socialist aocnoaijr may be fully ro&liaoÄ only if all 
socialist enterprises (foralga tr-a.de associations In- 
cHKä®äi tafcß au' active part 3B the struggle for strict 
economy, for inoreaaea iu reeerffee  Iri the «oars any, and 
for the acceleration of tha turnover of working eapH 

Accelerator« turnover of woHriöS capital tnaaiis 
flitloaal production, for the entire national ©ccnoEy.' 
fliiß acceleration creates essential reserves, helping 
to'-lBoreae aecumylatloiaB for purposes of capital ob- 
structions and'fln&nca social aud cultural aotlvix-les» 
aa well as raoilitatlne timely reypipt of bvMget ^Incosa, 

Strict -eoonony a»* aooelerated turnover of 
working capital ax»e Important, for a socialist cctmos'j , . 

■o«V only in the sphere of production* but also In  «>he ;■ 
s'Tfeere' of circulation, to which foreign tracts belongs* 

To attain acnelorated turnover of workingr capital 
and'thu'* provtfle additional resources for the »at 4. coal 
^mem-  a datallsa and tsrofoimd study of fee. economics 
s«a f iinnces of each foreign trad« association la »eo- 
ena&rY.    tfithout at>oh a ttudy it la  Impossible to .un- 
'oover the factors which tend-tc accelerate th© turnover 
of vorklng capital and reduce circulation expenses in 

'■'■.f OTBXm trade» ■       /■        ,. : „.: 

Serious attention to the problems or finauoiax 
eoOToiBT of socialist enterprises (forelsu traa« asso- 
ciations Irclu&ed)«  Midi inculcation In their- werk of 

: strict  eooBoasT. will be of the greatest Importance ■. 
lx» +-he Rli-out'etruppla for fulf Ulmen* and» OTöT-I.UI- 
lillmest of tlin USSR1 a  save« 7 ear plan of devejxpnsnt 
iT©** the years 1959-19^5.   ■ 
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