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CHAPTER IV

PINANCTIAY AND EXCHANGE CONDITICNS FOR FORELGN
ACCOUNTS IN THE EYPORT AND IMPORT OPERATIOND
0F USSR FOREIGN-TRADE ORGANIZATIORE

- *

1. Aspscis_and Forms of Accounting in Internationsl Trade

Internationsl exchange [#] relations are basically
composed of accounting relations between the real and
legal persons of varicus countries in terms of foreign-
trade sgreements and von-trade operations. On the basis
of these vrivete relations, exchange transactions bet-
ween government arisc which are expressed in inter-go-
vernmental payments and exchange sgreements. In order to
analysze the lativer, it is necsgsary to examine the basice
guestions of finsneiasl and exchsnge conditions of ace
eounting in foreign-trade spreements concluded by fdrms
and organizaticns of verious countries with one another,
The establishment of appropriate financisl and exchange
conditions of accounting is egqually significant for the
determination of the price of the commodity and the
maintenance of a profit margin in the related foreighe
trade operatlons. ’ '

Pinencial snd exchange conditions, as well ag the
accounting in foreigu-trade operations, are arranzged in
agreements concluded between exporters and importers.

In internetionsl capitalist trade, in which the
scononic laws of capitalism apply, the forms and means
of mccounting (as all else) determined by these treaties
(price of commodity, terms end system of delisvery, ete.)
depend on the correlatiorn of forces of the parties cone-
‘eluding the specific foreign-trade transactions.

One of the most significant fantors deternining
the correlation cf forces of the parties in trade trans-
setions concluded by capitalist courntries is the situa-
tion in the respective commodity markets, ‘

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

[# Also referred to as "currency” in this translation,]




L stronger than thslt of the expor
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from commﬁdity form to monetary forw ie in fieelfl ov
of the difficult problems in 8 caritailet economy. HOW-
ever, the ahda ing conditions tend to wesken or strengihen
the position uf %w axporters or importers of the verious
commoditics. In & atronger conjuncture, the position
of the exporter beoomes o cther iaﬁiur b~i £ egual e-
gitrongsy than that of the x&pw,;;re u;ef conjunaiu
onn the other hand, the pogition of - er bBecowmas
ter. -
Yarious speoeial i?vwwxﬁﬁﬂca%, such &8 war, posie’
war shortages in psrticular comuedities, crop failures,
etc., can create a perticulerly edvantegeous position
for the eypuvf@x, “huaﬁ during Wugjd ¥ar 11 and the firet
years afterwardd, there wae a buyer'na pariet in the foreign
market. Suen & 1$awi1ﬁn exist in the 5W meterials
markets in. 1950 1?3L§ during the military action in Korea
ant in the market for p?zrn Sum rxaﬁufﬁr &+ the end »f
1956, in conmeotlion with the olesing of the Sues ‘fana?
as 8 result of the anglo-iy ?&GHMJ$YJP&? azgression sgainst

.f:g:‘;p [

. M Iﬁpﬁ¢3693 Whlﬁm control the prnﬁ&ﬁ ion of and
trede in geparvate copmodities, have & sienificant in-
flvence on the correlation of forees pariies
in foreigsn-trede transactions,

Cn the other hand, the forms of 4@05&&%1&5 and
cial conditions of transactions elso depend on
nﬂfurm ¢f the commadity and the @31s%ﬂnC? Ln the
g in certain dommodities of conventionsl s yv&tinﬁ
itions, “a”ﬂ, for exampley the firnsncigl 9&%{1 tious
ransactions involving orders for industrisl eguip-
ment and m Ja(hﬁﬁ@?J differ from the ﬁeeﬁuﬁtznb conditions
in pureh&anﬁ of raw paterials and food products. Spezelial
eccown“g g conditions exist for ceriain exchange Ccommo-
28, Lﬁ internstional trade In such types of commo-
dities ss forest produstsc, grain, petroleum products,
end others, standard {ransscticn conditions devised by
the capitaizui asgoeliations of the respeciive exporters
and impsrtsr sometimes operate,

1 ﬂo‘ inﬁ Fﬁjfi “ﬁt r&?a»ma
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the deftermination of
the cr@éit
v with whom the
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given icrg;gk&tyav‘ t%s
The baesic typss ¢ ] counts are:

1) the cash accounts and 2) the credit ﬁJQGuﬁué,tﬁ@

crediting of the imporicr by the exporter, or vice verss.

An dntermediete form which is seldom waaﬁun?*rwﬁ iz the

credit accournt with the coption of cash payment,.
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this form of credit exists usually in conrection
with those producte in which the market price apreed

upon, in itself, includes an irereanse for the provision
of oredit. If the importer does not wish ¢ utilize the
credit end prefers to pay cash, he realiges & reduction
in the price of the commedite caleuleted on the basls of

i cmsh sccount is undsratosd to be thet %ype of.
aconunt in which neyuent for a commodlity tekes pisce the
momens the trarsition in ownership takes piace to the
buyer of the commodity, or on pregentation of the involce. .
The practice of international trade pomewhat brosdens
the concept of the cesh accouwnt, ineliuding in it such in-
storcen in which there sre certain elements of credit,
guch as, for exsauple, the payment for & commodity the
moment the contract is signed, or simultencously with the
delivery to the congignee of the vill of lading for the
goods, thet is, before the change of ownership takes place.
o A credit account in internstionsl, as in domestic,
trade is understood to include only commercial credit,
or credit vetween the manufacturer and buyer or the eXe=
porter and importer, - in accordance with specific trans-
‘sctions agresd upon by buyer and seller. In cornnection
wiih this, pavment to sellere in the other country for
goods received, with monay leaned by the goverpment oOr
banks of that country would not be considered a cvedit
account because egccounting with the individual forelgn
contracters by .the importers will be in cash from the
credite received. In ereditirg an importer by an eX-
porter, the sale of goods takes place with a posipone-
ment of payment. ' : ' 3
, mhe basie forms of cash accounts in the foreign-
trade transsctions of buyers esnd sellers aret 1) the open
account: 2) the ccllsction account; and %) the eredit ac-
count. : B
Under conditions of internstional capitalist |
trade, which is subordinated 4o the fundamental economic
law of capitalism -- the law of surplus value and the ine-
surence of meximum profits, se well B8 the law of compe- |
tition and anarchy of produchtion =~ the interents of the !
exporier and importer are contradictory; to the extant
that when a given form of cash ascacount is advanteageous
to the exporier, it is disadvantageous, other factors
bveing equal, to the importer; end vice versa. ‘ .
: fherefore, in exemining the various forms of cash
accounte, one should conditionally examine then from the
points of view of both mides to a trade tiansaction. ‘
L. | , — | | J
. “3_' ) .
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- The open account is o much less sdvaniageous form
of cagh account for the exportar. -
A,cuunt;rg through open &bﬁﬁuﬁ%ﬂ is cheresterized
bj the goode or invoices beirng traunsmitted to the im-
porter before payment. Pavoent 13 mede by the buyer in
the term wtlnu;a*ed in the contract. If the term exceeds.
one momnth, then in trafding praectice the opsn account is
not considered & cash scceount, but & credit account.
In the open account formﬁ the exporter xeaords
85 & debit in the importer's amccount the amount duc from

‘him for the goods soid, and the importer records this

gmount in the éprruerfﬁ snceount &2 a credit. After paye
ment for the goods by the imporiter, both sides make
reverse entriss in their books.

A negative aspect of this form of acﬁcnnt lng fcr
he exporter is thﬂ ieck of prc*e@tlor he n%w from losse
in the event of non-payment by the importer-buyer for
the goods delivered v¢ him. ;uch ingiances a,ise a8 &
conseguence of dishonesty by an importer, as well as in-
veney or bankrupltey. ‘

in gddition, the open account usually‘leadﬁ to a
slow down in receipts from the pxr&rteri;sima Importer?.i
beeguse payment for tThe commedity doss not, as a rule,
take place immediately after the receipt of the invoiue
by the buyer. It is possible for the latter to de?ay ’
pavyment for the goods, making to the ex portﬁr varhoua
and freguently unfounded excuses.

The open account is used in inter trade in large

art in accounting for numerous deliveries of goode by

nall p%”ﬁi@,s whsu there is a langmst&mﬁ¢n& re$&+zonw
hi} between the exporter and importer, and also in
connegtion with large reliable firms, uarthula iy when
the buver is 8 government organization. The copen secount
is found also in the accounting of experters with brokers
and consignees, for goods sent on consignment for sale
from 8 warshouse., _

Por importers the open azcccount is, other lfactors
being ecual, a most advantageous itype of account; in
that it ﬁ&wﬂ rot tie up their working funds Lcapiiall,
makes oredit with barks ummecesssry, and frees the buyer
frmm the rizk of loss resulting from peyment for unacs

¢cepted and unsetisfeactory goods.

Tn tae collection ac*ouni the involce and bill
of lading of the un”ﬁ@paaﬂxeﬂ goods is nnt sent direstly
to the importer, but through a bank tc ppf“gr& the cole
ieetion function for the exporter or hils bank. The
collection bank roleases the bill of lading to the ime-
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r@@rter for the goods orly after Tull payment iz made;
as & resuli, the exporter is protected Ifrom poesible
loss throuvgh none-payuent by the imporier for the goods
or bill of lading turred over to him. ’

" in the collectior account the buyer is allowed
& few days grace (from 5-14, sometimes mere) in which
ke nust redeem “he bill of lsding from the bank. Tne
collection Torm. of accounting does not, however, guarantee
the exporter the redemption of the bills of lading by L.
the bBuyer within this period. It is possible for the buyer
under verious pretexts not ¢ fulfill hie obligation and
to delay redempticn of the bill of lading. In such &
casa, the exporter's receipis for the goods are delayed
gnd he will not be in s position to repay on time the
loan made to him by his bank and it wili ke necessary
to pay e higher intersst. A fine for each day of non-
payment is usually stipulated in the contract 1o prevent
such loases. Other means of protection agalnst losses
resulting from non-redempiion of the bili of lading vy
the buyer within the stipulated pericd is the receipt
from the buver of a deposit or a bank guarantec of .
eventual payment for the goods. ‘

Az 18 evident from the preceding the collection
tform of accounting protects the interest of the expor=-
ter to = greater degree than the open account. At the
seme time, however, it hes the disadvantage for the
exporter that it morsd or less slows down the turrover’
of fundsinvested in the export opersition.

On. the other hand, for this very reason, the col-~
lection sccount has almost the same advantages for the
importer ms the open account. In the collection form
of accounting it is not necsacary for the importers to
sdvance cash before receipt of the goods and it is not
neecessary for them, therefore, to engage bank credit.

‘ Tt should be noted that in the practice ol ca-
pitaliegt internaticnal trade, espscislly in Grest Britein
snd the US, in the collection form of accounting (as with
jetters of oredit), exporiters iesue bills of exchange
for the amount of the invoice value of the goods sold
gt the same time that they send the bills of lading to
the importer or his banlk, If the commedity is sold on
credit, the invoices are transferred by the collecting
bark to the importer or his bank against the accept-
enice of the bills of exchange of the exporier. In the
ahsence of eredit as well, British and U8 banks usually
demend presentation of the bilils of exchange Uupon pay=
mnent of the invoices. The drafts are put at the dis-
posal of the exportera. In such a case the bille of

e !
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exchange sre forwarded %o tho cxporters on demand . '

The m@"f

~471btﬂﬁ“6u4 forw of cash secounting
for the exporiter is

i5 the irrevocable letter of credid

cpened by the Jmpux?ﬁ" in g bank of high reyutﬂﬁ ,
The letter of credit form of sccounting protecis

the exporter from such & risk as LqupvaCﬁt for
commodity received by the &x}arﬁe? a8 well a8 irom

losses ragaitﬂnﬁ from non-redemption or delayed re- ‘
¢emption of the invoicewn. | +

The irrevoesble letter of credii gives the ex-
porter feith that the involces pres sernted by him will
he settled by the bank in sccordance with conditions
of the letter &7 credit. With the Ietisr of credit the
oblization for payment is assumed by the bank issuing
tha letter of eredit instead of the importer. This 00—
ligaticn remsins in force regardless of what might occcur
in tuf future to the 1rp£?tﬂv or to his W“Q;E?zﬁ {for
exampie death, bdhkréﬁ@eg, ete. ) At the seme {time
the letter of credit form of sccounting asssures ine
exporter of & fan%er return of prmeead from the sale
of goods than the open account or the colleu 2 41lol A0«
count,. Thz exporiter, therefore, can p@z uy without
obta ¢n1“g g loan on the shiwvped pouuw or iz able to
diminish the term of such & loan to the moximum. On
the contrary, for the importer the letiter of credit is
the lzet advantageous form of pash ac egurf, yther
factors hrxr* mquﬂla The importsr must &ﬁvaug@ his
MONEe T8Iy resourees f@r,ﬂhg issuance of & letter of
eradit long before the yeceipt of the purchased goods

and must therefore rescrt to eredit inm the bank and

pay interest on the loen. The expenses sgsoclated
with the issuance of a letter of credit sre borne by
the importer, in conformity with the esteblished trade
practice. The commiasion to tﬁn banks for the isansnce
af commercisl letters of credit ig higher ihan a ool
miseion for-a collection paratiﬁn@" ' a

. .. The exporiers glwaye dewand that the letters

of czeﬁ; 4rn thely faver ve igsued rdvance, in eny
case before shipment of the goods to the importer.
Untirely iszuance of the letter ﬁf'g?@éi; results in
certein icsses for the exporter in terans of expen-
ditures Tor the storage of the goods, u%ﬁ decrease in
turnever of eirculating eapital, snd other expenditures,
Pines are usually estatlished in ihe contracis for ths
deleyed Issuance of e letter of c¢redit by the buyer.
Another matter Stlps;s?*% by exchange transacitions is
the term of the letter of crediit. Wn@ term depends upon

)
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the nature and quentity of the goods sold, delivery
deadlives and the shipping conditionm. ’ ;
 The letter of credit ig always limlted o a
specified mmount corresponding to theinvoice valuve of
the solé procuct and other sxpenditures paid for with
the letter of credit. : : R o
Letters of credit are revocable and irrsvoceble,
confirmed and waconfirmed. Only the irrevocable letter
of eredit gives the exporter the gusrantee of the timely'%-
payment for the goode and, therefore, freesg him from S
the risk of non-vedemptican of the imvoices ty the buyer.
With the revoosble letter of credit the iwporters can
evede the asceptance of ike invoiden and peypent order~
ing the bank to revoke the letter of credit. The question
of confirasticn of credit by the bauk may ccour in
those ceses where the hark issuing the letter of credii
and the bank commissioned with thepayment fer the in~
voices with the letier of credit ave different ingti-
tutions. This usually occuys in cases where the letter
of eredit ig initiected by the importer in & bank ¢t
his own country and payument by means of such a letler
pcowrn in a bank of the country of the exporter or a
third country. In the case of an irrevceable letter
of -eredit, either confirmed or unconfirmed, the bank
issuing the letter of credit is always obligated to the
exporter. However, the bank which paye the involices on
comnissicn of the hack issuing the letter of credit
bears the remponsibility towards the exporier ounly if
the levter of credit is confirmed, In such a case the
letter of oredit is for the firet bank lrrevocable
gnd for the second benk, confirmed. If the second bvank
wekes only the payment on order of the bank issuing
the letter of credit for the invelces, but doss not
take upen itself suy responsibllity for their payment,
the letter of credit will then be, in relatlon toc the
second bank, unconfirmed. Further, letters of credit
ccan be plain or single dreft and sutomatically re-
plenished or revolving. A revolving letter of credit
ig issued o cover part of the agreed value of the goods
gsold with an obligation on behslf of {he bank for sube.
‘soouent replenishment snd extantion of theletter of credid
within the 1imite of the amount stipulsted for the
pericd specified, with the degree of its use. . -
, Letters of ecredit cen be initisted hy the in-
porter, depsnding upen the conditlons eof the coutract,
i favor of the exporter ¢r at the order of the ex- . -
porter, In the first case only the exporter is authorized

e
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to draw on the letter of credalt, In the second case ,_7‘
the right 4o draw ok the letser _ it can be trange
ferred by the exporter by means of & trancferring ene '
dersement to sny other p&rﬁa» o ' o

‘ So-colled fransferable letters of oredit ers
scemetimes found in intermational trade., Lettera of
credit of this tyre indicate that the percon in whose
favor or for whose order the letter of credit s is“ned,
hes ithke vight to request the issuing oaunk to transte:
the given letter of credit to another b@wﬁ in fawvor of |
the “sﬁefiajary or snother person at the sewme conditions

oenn the basis of whichn the initial }FtﬁmT of oredit wge
isgued. If 4t ig indicsted thet the credit is divisable,
then it means that?‘nn the basie of the specified letter
of sr&dit, it 1o pomsible to lssue seversl letlers of

credit, on the ceuﬁitzong however., that thelr total
value Femw ot exceed the zur indicated ln the erigmnal
letter of credi S
Of p&wﬁi lar interest from ihe exporter's point

s th :e vion of which ban% will the letier
ef sredit in hiﬁ favsf be issued From. Upbn this depend
the certainty of paymeni and the prompiuess of the re-
turns for goods sold, and, conseguently the rate of
{urnover of the ressurces invested in .bf expurt opere
gtion. Sxporters sre ususlly intevested in naving 3%P
letter of credit he iusued by a bark ox their ocwn countyry.
The iritistion of a leitter of credit in e bank cf t“ﬁ.
importer's country or in a bark of a third co 3hl%;
usuzlly lesds to & slower turnover cf the rﬁ sources of
the @ngiu@ra : :

of view, is

i.‘..i g..}.‘

~

z Currency Conditions of Payment

Cne of the essentisl probleme demanding solution
in the coneclusion of foresign trade and credidt Bﬂmfere vh8
between firms,’ banxﬁ'drd orgarizations of various coun-
tries ig the detsrmination of the gurrency conféitions
of payment. The necessity of pred risely establishing
these conditions arises from the e i%sﬂne in various
countriss of diverss exchange gyetems that differ in
their lzgal and factusl gold content and purchasing
power . ‘ -

J?Q.

6

international trode the estabe

~nditions of vayment boile down
the establishient of foreign
syments in international and creditd

,he inclusion into contracts cone
141y stevle foreign exchenges, of

ransgscetiong and 2
luded in 1ngu31¢c
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S .
provisions protecting both parties from the o rreacy
risk. : . o
In interrationasl trade contrecis itks tayer and

‘the seller must always agree in advance orn tvhe currancy

in which the price will be expressed and ihe paymeni
transacted, for the commodlity. In credis agroenents,

the currency in whiech the establishment and rlguida-

tion of credit and payment of interest will be meds xpusgt
Le decided vpon beforehand. : . L

The perticular currency in forelgn trade and k
credit transsctione way be eiiber ithat of the country
of the seller {ereditsr), the ruyer {(the debtor)},
or the currency of & third covntry. The currency in
which ths price of thes so0ld commodity is established
{in credit amgreaments: the ameunt of eredit) is called
the transaction currency, (the price currency 'n buyer
and meller contrpets, the credit currency in credit
agreements). _ : | | c
’ ©The currency in which the payment for a cormo-
dity tnkes plece (in credit spgreements: the liquidation
¢f oredit and the peyment of the interest), is called

the payment currency or the accounting Curyrency. .

More comunnly the transaction currency and the
peymzat enrrency in international rade and eredit
centrects coinside. Cases exist, however, dn which the
rrice of the geods sold is established in one currency,
with the payment for them in another currercy. Rerer
sre cases encountéred in which the credit currsncy and
the eurrvency of credit liguidation dc not coincicde.

The establishmant of the priece of the commodity
in one currency with payment in snotler can serve as &
type of insurence from curreacy riske srising from the
poesibility of a chenge in currvency rate of exohange.

' Prior to World Tar T, whexn the majority of the
nations were on the gold standard, each slide strove 1o
conclude the sgreement in its own currency. If the ex-
perter sold the commedity in his own country, the trans-
action currency was uvsuslly the currency of the expori-
ing country. If the exporiter concluded a transaction :
for the sale of the goods in the country of the im-
porter, the tronesaction wag usuelly compleied in the
importer's currensy. Furthermore, transactions were
completed in the certain foreign currvencies for certain
iines of products, depeading upon the established customs
of international trade. These customs arose because
of 4he faect thatparticular countries played the pre-
dominating role in the intermatioral merket for certain

!
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»tne naﬁaﬁgfv of the trensact

“of countries wi

"

rinde of commndiities. Thus, for CLEmpLE m§w+ ﬁf tie
trane %ﬂt or in non-ferrous metals snd rubber Look plac
in pouni: uWe??iﬁg waranss Orest Fritain controllied thv
most %1"ﬂ33 cant sonrces of rubber, tin, &nd ﬁﬁv&fs?
gther n}ﬁwiﬁzfuui metale. For ex F the same reanc
anh3¢ World Yar A, grest Brita .aywﬂ an ax traraiy .
tgnificant role in world yﬂ??iﬁy with the result that
sris an @an shipmente were
completed in pnwré 3'wv1iné. the United Siatec vlared
e mignificant role in ihe world petroleunm markel, 4s *
8 resull ?ﬁtfm Leum Guats wers neld usva i?v for ﬁulw
lars. F*” the anne Gﬁ? fore wore go golé for
Americam-dollsrs beoaure tzm ur;%uﬂ the main
ma?ke* for thig product.

Wher a ﬂ*ven country was under the gold stanfard
the trsnsscition currency in which the ﬁ?i’u of ths COm-
modity was expressed, usually eoincided with the .
ment currency, ttJﬁ is, with ths currency in which
the mecoounting foFf the commodity took place. After th
ﬁirﬁ* mgrid ¥ar, when inconvertibie paper currencles
gppeared in mosl countries, eXpor ~ters esplired to Be
C Zﬁﬁd&tﬁ”% in these currencies which scemed. to the
tn be most stable ~ in US dollevs and pounds alerliug.

The &Lr@ﬁa? conditions of socounting in inters
~gde srwont essent xa chenges - in the p@Xlﬁﬂ

-

)
national

o )
o 4 e
c¢ the vnr}& e“cn@miv erisis of 19259~ 5. During end
1lowing the eis all the CwﬂJ%ﬁAliv countries
or to rescend ‘t,,,.;z gold stendard and

fsumﬁ it ﬂ”

ber of ﬁﬁﬁhaﬁg%g.Iﬁ merLy Gﬁﬁﬁ?ZJzﬁ GUT

iy riatione were sstablisihed. Exporters in those
Cquuzi”u whers the currency restrictions ware intro-
duced and the currensy of v shich became inconvdrtible
ettﬁm»avi te sell tneir commodities for convertible
eurrerncise of third countr rsg'?de curyency i@gie B
tisn of nglsend .uriay the Second World Waer reguired
that the exporiers gell Rn#sﬂﬁh commaditics only Jn
convertviole ocury nﬁya On the otherhend tie 1%%011@“@‘
currency restirictions & u@ﬂht%d o
pay for commeddl ;Leﬁ purchased in other countries with
their owr restricted ourrency. ) |

éq the pres time, when Th@ currencies of

Vestern Puropesn capitalis * countries have hecoﬁ%
SOonv “T?luzv in current ”E%“aflfﬁ“ (gge chapter V;,
the choiece of & y#yW$u1 2 Mﬂxi¢&uit ﬁﬁ¢? in
those capitalist count rency restriction

is s5till 1ﬁ force.
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In ell cases where the price currency of the '
commodity does net eoinaide with ths ;aym*n* CATNTCY y
thie guesiion of et which rete of egchangs to ¢a cl$at°
“the transsstion currensy ariges, that is of the pice
of the cmmwaﬂlby into the peyment currercy. It Is
posaible to apply various redes ¢f sxchange, Cnlle
trarafere or chedk retes, buyeris ox seller's 8 e,
or an interasediste ratﬁ befweeu the buyer and ik seller
rates, ‘ %
' The rate of conver%ian of hﬁ transactian ovr-
rency intc the payment curiency is usvelly agres! upo
in the contraet with the buy@1, The cvrrenty marses:in
which the conversion is to take place ie alsc indicated.
The exchangs rates in wvarious ouxreunb markeis do not
alws, ys ecineide. Tor the exporver it dis usaslly more
advantagecus 1o make the exchange in a fraer corrency
market. If the transection is compleied with the pay-
ment In the currency of the sxvorter the importer nust
then buy this currency in order to comply with the con-
ditions of the ggreement. Tn such cases, therefore,
the rate of the sellers takes place hy means of bills
ni exchenge or cable transfer of the transaction uvrrmney.
The rate at which the transaction currency is
Lo be oonveried into the cleari ‘hg ac count currency,
which ig the payzent currency, is stipulated by the
pwymrnu egreenents coneluded snong the countries.
- Another significant question related 40 the
currency conditions ofparment in interrstional raée
pud eredit transasctions is that of Lpavraaee againgt
currency risk. o
- Under the contemporery capitalist world trede
conditions currency loszes can thr@uten both, exportera
and importers, ereditors and debtora primavily for the

-fu}lqung reasens. Firat of all due t¢ the ins taﬂllitv

of capitalist currencies in the period of general crisis
of capitelism menifested in the IOWHflﬁg of their '
gaxitiﬂ and exchange rates as well as the eptabiishment
of wvarious zxchangoes in 1nf£rnwt¢anai tra&n operstions.
Parthermere due to the shorp fluctuations in the buy-
ing power of currencies with rei&tian to international
producte. In sdditicn to that the losses resulting from
the currency problem can result due to the introduction
in varicue countriez of unew currency restrictions or
the strengthening of existing restrictions s a result
of which the use of currercy mxaﬂa‘ig made difficult,
Tha‘*unaampntal wmeans ol protecting the eyp@rters
frem the risk of frees zing gains from expc% in ba
accounts following currency restrictions is the con-

o
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th the r@ldu\& c@”ﬂ* i'
e phout this is to be £
o
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)‘,,

m
iy
o
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The

elusion v i
ments,. ¥or
ing ﬂh*nte . ‘ _ o
Eos es feultzzg tlnm,divpa in the cy@hauﬂa
rats threaten axp%rtc%b 1ot only wien saleg of commoe
a114@m are made on credit, but in sll those cases in
which & period of tinu elapses between the concliuvsaion
of the egresment with the f reign tuyer {and the estab-
lishment of the price of the ”ummpiixy) and the time -
of payment for the commodity in guesiion, ‘
: In seliing commodities in foreign exchanges
Ghe ﬁxiar ers risk not receiving the full value of the
acld product agrﬁeé upon with the buyer if, at the
moment of payment, the exchanre rate of &hxs ourrens
will drop, with the result thet the exporter will not
receive the former guantity o gold end wurchasiﬁg
Lawar in relation tc the ;radurza
On the other hand the importers are threatened
with losses if the rate of exchange of the currency
in which the prices of the E¢?Chmé9& WO?MOQJLJM re
establisned is raised.
with the aim of eliminating 7C%$ﬂs fér the eX-
vorters or iuporters, creditors or btors, rmou‘fla“ \
from any changes din the rate of exuh&ug of the QU”I“RCJ
in which the price Qf-t}w commoedity is dssign %t@ y O
in credit agreements - the amount nf cre dit, the follow=-
irg meons of insurance sgainst (see note) cu?:@ﬁ&j '
F*“k in internationsl capitalist trade are uitilized:

KQW

1) Agreements wilh the ex haLge ra +e of &
fixed dates :

fhe dnclusion @P 8 ourrancy clanse as 8
cjnﬂif‘on of a p&jwrnt 1& the aﬁre@mﬁnt;

P

%23} The inelnsion cf a gold Qlaﬂﬁ? in the
agresan x,ﬂt

4} T*o conclusion of s purchase asgreement
rultanecusly with the sale agreemen%;
?ér g ainilasr value in goods and the ssme
eriod of time - i.e., the immedisatse u% e
»q“3q“ of the prosvective reneépts from
the export traneaction,

(/ﬁ@tt 7In ﬁfaetwceqlﬁ‘ﬂrancﬁ against the curvency risk

is nrovided for rimarily, in cases of a re-
‘duction of the Pacw of exchangs, ln that cases in
which the exchange rates are increased are A

rare in contemporary cspitelism.)

R




T

5) The comclusion of compensating and bari :r
transaction;

€) The inclusion of ciauses for the revieln
of commodity pricaes in case of devaluat lon
or significant drop in the rate of exchawmge
Juring- the transasction. ‘ T

. The possibility and expediency of the appli-
cation of one or another neans of protecticn from

currency risk depends in esch perticulsr case upon

+he concrete economic situation and the position of

the relsted currency at the glven mopent..

‘ In capitalist eountries which apply curraucy
restrictions, which are merksd Ly the sbsence of a free
eurrency and gold market end the convertanrility of
currency, individnel mzans of proteciion fyom currency
riek, in pariticular, dated transactions, can be con-
siderasd practically impossible, or assceinted with sig-

‘pifiecant déifficulties, Gold and currency clauses &are

the moot comprehensive method of protection from cur-
rency risks in international trade. - ’
The currency clause is s condition included in
the sale-purchsse contrast or the credit agreement,
aecording to which the amount of the peyment for the
goods or the amcunt for the ligquidation of credit is
determined depending upon the rate of evehange of the
eurrenay with relatlon to the apecific established
foreign currency tase in the contract. The irclualon
of +the surrency clause es o condition of the account
in trads and credit transactions may exist in two forms:
1) by way of estebiishing the price of the produst
g01d or the amcunt of credit extendsd In a.specific
gtable currency with an understarding that the pay-
ment for ihe commodity or eredit will be made im another
currency stipuleted in the contruct, usually the local
currency of the importer or creditor, Iin a sum corve-
sponding to the ezchange rate of this currency in re-
lation to the stable currency on the day of payment;
?) by & cleuse on the change of the price of the pro-

duet or the credit in the stipulsted currency in the

same rvatio in which the stable currency's rate of ex-
echange has changed with relation to the transsction
cwrrency ot the moment of payment in comparison with
the moment of the conclusion of the commercial treaty
or eredit agrsement, : P
CIn the Tirst variant the price of the commodity
in the exnort trensaction is established in some rela-
v » \ . }

vk
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tively eiable currency, cuch francs or Ar ‘
can dollars, aaﬁ %Pymﬁﬂ% fﬂk Adty e stipuds
ted in annt’ '”%sﬁﬁ ‘%ieg sueh
nell :

Y owas gonelud

ing on 13 Sepw

‘?ty wos eshis

ma?ed af Skytl
of the exo »
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delivery ¢
tion whéﬂ the H?Vn?ﬁg" %
dropped from o :Tg8éw'ﬁs tha arif
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vae sotins . the formul go atent of
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: LI the ﬁaﬁ Eumgicw had
he atated %1@ price af %he c:&mQ: iy in that ”ﬁ?féﬂﬁg
secor veriant of 't;w PuITeney g,lz: :
wodity and the payment for the
uxansa*ﬁiam - the smount ﬁ? G”ﬁflf)
single currency, for example, in
‘ Lf the imﬁ srbey, 0T, in cur exsmple,
; it is ,rmia”@ag however, in
: k4 ry &t zmwm@ﬁt

b
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ﬁf&b o¢ the vfmﬁ d”tg &mﬁ the
it mha&mwu in the sane prﬁm
suppese that Lba e Gﬁdﬁ&fiﬁﬂﬁ
cUﬁmaﬁvti in ey luation
the rate of 50 p mg www i% &m,
1000 iters v : 11 welue of
If kb end payment for
after the ﬁn%daﬂfwlwﬂg the sum
g %hﬁ Yo the exy o1, incressed in
ion in which the J*imz ra ivﬂrmﬁqc%
a6 & result of the &
Tu&fiﬁﬁs Le DR s of the nound
arlinz by 30.5%% we dollar ¢ : rate increcsed
43.§¢0 Conpe rguently sperter receives for each
tem not 50 maumﬁ sﬁ* : P

it at &roro %3mauhﬂy T pound
sterling snd the total not of 50,000 pound sterling,

oversll 5
poriicn.
g nuentiiy
wan &oid

gongiptin
80,0600 poun
ti@ auﬂwﬁu*%y T
of peoundo vfﬁ“¢=
the ggme propoery
in tsrm3a tf {

Vi

s




e | | fL o : o - -

vut of approximasely 72,000 pound sierling. '
Tt 48 poseible tu estahlish <he currency ¢

on the basis of pority or the exchsnie rate of i}
cerrency. In the Zatter cese the ezporier should
‘stipuinle the rate at which the conversion of the
corresponding stable currency Iinto the trensaction
currency will taXe place. 4 higher exchange rate f
o stabie currency ie more edvantegeous for the ex . .

~ porter., ' :

lsaae
" .

F

N Tt ig necessary Lo keep in view the feel that &a.
currency clause is e guarantes sgainat currency risk
only under the conditisn that the "stable" currency

in whish the pricsz of the commodity is defined (in
‘the first variant) or that in relation to which the

‘price and sum ofpayment ave changed in the lrans-
action ecurrency (in ihe second veriant)} 1s in fact 2
steble currency. ' ‘ o

) Under conditions of the deepening general crisis
of capitelism efter the Second Vorld Wer, not one capl-
4alist currency can be considercd completéely gollid and.
s4able. The pospibility of depreclation cf such well
recognizged relstively stdble currencies ag the American
doller and the Swiss franc. : ' : o
‘ A ®giable™ cunrrency with which the exporter:
protects himself against dosess resulting from a -
poasitiz reduction in the exchange rate ¢f an unsisble
eurrsncy can itself be reduced. The following cases
are thioretiecally ponsible. The Ysiable® currency may

drop while the rate of the unstable currensy proiected
from currency risk remsing unchanged. Jr this casc the
exporsers protacting themselves from cuiXenldy risk by

‘mecns of curyency agreemsats incur specified losses,
bt the importers raceive exchange rate profits, Such -
gn instance oocurred irn Germeny during the world econo=- .
mic orisis of 1929-10%27 when the German exporiers, fear-
ing & devaluation of the German merk, designated the
prices of the goods sold br them in 03A dollars with
payment in marks at the rate on the day of puyment.

The érop of the Collsr exchenge rate alter tne USA
abandoned the gold siandard in April, 1933, and then
the devalusmtion of the dolisr by 40.945% in the beginning
of 1924, togetner with an unchanged ofiicial exchange )

Crate of the Cermen mark resulted in significant losses
for the Jerman exporters usirg this meane of protection
from ecurrency rivk. _ . . : -

' It is pomsible for the "stable" currency to de-
 crease &% the saue rate &9 the protected uustable cur-

LTENCY. : 7 o]
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, The currency clsuse sttsing its gosls only
undny the condition that tie g*id content of ire .
retnvle” curre ﬂﬂ} f“ﬂu ‘ng unchanged at the time wh&m‘
the unstable cur
e GolAd “Jmui@g & #ﬁiu clsuse i & Letter
mesns of pretescion from the risk of th@_&xcn@hﬁf rate .

s

reduc :”m fkgm ﬁh@ currency ﬁgza?mwri haﬁeﬁ o1 € apltes~

_ r aeing power of gold in terms ©
ditles iz 810 ﬁuijazt to ohenge. Howaver, fhe
¢f gold w‘¢‘H 1s divectly or indirectly waua:
price of %the coumodity or the amount of credit
uﬁ“h&ﬁ;%ﬁ through 'n“@ gold vw& se when tb- orfi

.

gold content ol the fstabhle’ currency utilized for “the
rrotectinn {rom cuirency Tiﬁk may drop as 8 result of
cev“iuaawam, However, i1 must be taken into conslders
tion thet the gold v’mwme may ouly be applied in
tice o thore foreign currencies which heve a bpeﬂTJ
gotd content, which may ve esteblished orn the vesis ﬁf
en official currency parity or the yarﬁm% Baricet of
sa?ﬂ in the éofﬁtwyaﬂdm £ CUITENCY . ‘
The geld clause is 1

he inciusion AE anle-purchase

contract or credit agreemsnt of a conditicn that pay-
ment for the c¢o ﬁ&ﬁifj or 1¢¢uﬁ@¢,iwn of credit must
teke place (1*%9“ in terms of @ ﬁ*re&t* stipuiated .

eha&u%tv of gold {in wullion or in col n} or & gusntily

of =& ﬁymﬁxf$9“ CUryrency caloalated in teyme of its

gold value; that is, proceeding from the gold content

of the currency indie Leé i7n the contrast or credit

&gr&%ment,

Three fymaf of golid cwauav% sre to be Aifferen-

the gold bwuilion clause, the gold coin clause,

g0ld currency Clause. :

In the gold ml‘imu r"«m; p‘mir»a of the Comw~ .
rodity or the anount of 4 ds established

ir terws of & epecified welght g0 that payment
fer the commedity or liquidatic edit will take
place in ihot nuahfr of kilogramms Gr uniﬁg of pursa
Fa]% which wag wlated in the agreement. At the .
vesent tine im whiech a fres legal market for gold
uees not ?%ist j majariti of @ountzars gnd the
entral asuries do not well gold Ireely
Lo those wihi 4, this clause 13 ﬂ”n gvailable
t¢ privete ond 3., It can be amwlxwl Cnlv ‘h intere
governmental &gT b8 or in &g
Gillg?uﬁw party is & stale.
In s gold coin clause “bﬂ COTIUO =
oredit in & de-

3
&

gity or the amcuni of
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signated quantity of gold coins of & given denoxwi-
natiorn, weight, and purity, and the payment for the
commodity or the liguidation ¢f credlt takes place
in gold coins in & designatec quantity. The gold coin
sgreement was quite comron in the 14th century end.
from the 90t's until the ¥Wirst World War. The gold coin
elause loat ita significance in almest all capitalist
couniries in the period between the wars when the
minting and cirsulation of geld colus ceagsd, In those |
cases in which previously concluded ggreements stipule- '
ating gold coin cleauses exigted, the eourts of caplta-
iist ccuntries usuglly interpreted them se gold currency
clauses. - ’ ' _ o

fhe gold-curreney clause is &t the present vime
the most extensive and almost the enly type of gold
clause., The gold currency clause refers to the ivielue
sion into the sale~purchase contract or the credit
sgreement of & provision according to which the price
of the commodity or the amount of credit will be estalbe-
lished in a specified ocurrency calculated in terms of
ite gold value. Thus the payument for the commodity
or the liguidation of credit takaes piacz in the sum
stipulated in the currency agreement which will be
equivalent 4o the velue of the agreed upon gold cone
tent of that currency. 1f, at the moment of payment,
“the gold content of the given currency i decressed
and the "price" of gold in that cUYTrency Iincreases,
the debtor will ke cbligated io pay the oreditor thé
ercunt in thot currency which would be aguivalent to
the value of the amount of gold gtipulated in the cone
tract or credit agreement. o ,

Ir. the intermationsl trede of capitelist couns
tries Lhe g614 currency clause is applied in two va-
rients, o | |

Tn the first varient the price of the commodity
or the sum of credit is estabiished in a apecilic
currency with an indication of its gold content, &nd
peyrent for the econmodity or liguidstieon of eredlt
takes pleae in an amount which coryvesponds st the
time ol payment to the vadue of the gold content pre-
viously indicated. | : ,

Lo an ewamole of the first wvarient we can pre-
gent the following formmietion of a gold gurrency clauses
"ihe price of & given item is 10,000 USA dollars (1 Usa
dollar = C.38867 grme of pure gold, or 1 ounce of pure
gould = 35 USA gollars), Peyment for the commodivy will
tuke place in g amount of US dollars which will he
eguivalent at the moment of payment to the stipulated

e

o
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gold content of the dollar in the ayr?emenf'

. If, for example, at the moment of payment the
gold content of the &ﬁlhuy dacreases byonc-hell (fron
6.88867 to 0.4443%35 g”d%'/, the guant i?J of gold gti«
pulated in the sgrsement would 1hmn cost F20,000.
(088867 grams x T#1,000.008 0.443%5 = 20,00 00.00).

The vuyer must pay this sum for the commodity

In the second varisnt the payrment for thw C Mo
ity or the liguidation of credit is stipulated in & be
designated currency with the clause that 1f the Yprice®
of the designated guantity of gold (1 untt, 1 kilo=
pram) in the indicated currency in the conirac ot iri-
cressas at the time of yavmeut in uumparl on with ths
tire 2% which the contract is mede the price of the
cormodity or the amcunt necessary for the liguidation
of credit increasnes pr anurtzanp4lv (& unaxa*era?

‘cleuse).

H
b

The following is a formulation of this gold
currency clause: "The price of the given quantity of
goods is 1,000 poumﬁs gterling. If “h& pfic“ of 1
ounce of pure gold increnses 3% the time of payment
by comparison with ihe time of 1ragsaﬁtiau (1 oune e

of ﬂc‘@ =172 Fbllllhpwé o pencej, the price and the
general value of the commedity sold ig inereasdd Lro-
phrt¢on(ﬁ915¢ '

If this tfﬂﬂﬂ&ﬁﬁiﬁt.qu coneinded befors the
davaluw,icu of the pound sterling and the paymeﬁf was

to take place after ﬁmva'uutlan, as & result of which
LhF price of 1 cunee of gold increased from 247 shile
lings, & pence or by 4)2,%§ then tqn huyer wouldhave
had to pay for the c&mmudlhy 1,43 ﬁuun& ﬁﬁerl*ng that
ie 4%.9% more than designated in tha aeﬂtr&ctu aE 000
pounds eterling x 247 shillings 6 pence - 172 a“

2 ren = 1,439 pounds sterling

”he spmount of payment under the ggié clanse may
he established with dependancs on chenges in the pﬂrim
Ty (roﬁa content) of the currercy &s @ell a8 changes
in the "price" of gold on the open gold market, The

parity basis ls wmore relisble in that the parity of
the enwrensy i €3 ﬁuﬁlluhéd by the state and iz not
sutjeas to contr Y ‘

The qujé 11 as the curr@ﬂcy clauss may be
urnilaterel, bilateral, or reciprocal,

The unilshersl gold and c*rr@nrs clauses can

A

frewm losses resulting from the reduction of the cur=~
rency exchange rate in which the trade or credilt
trensartion is cnncliuded, or the protection of the ]

be designed to protect the exporter and the creditor

- 18 -
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exporter and the crediter from the risk of an in-
cresse in the exchange rate of the currency in which
the commndity is bought ov credit is received. The
unileteral gold and currency clamses will he for-
mulated in the appropriste nenner. S

In practice in internetionsl trade the expor-
ters usually insist upor the inslusion of goid end
currency ¢lsusis. in contiacke when the transaction

]

4 is eouncluded in & currency in which the rate of X k
i change may drop. Therefore, ithe gold clauses fregnente

1y heve a uwnilateral character snd are included in
contreeta in the intergsts of exporters.

. Bilateral gold snd currency clanses nmeanu that
the emount of payment for the commodity or the ligui~
dzticn of evedit in the currency stipulated in the
sgreerent may inerease or drop depending upon whetueyr
the exchange rate for that currency will drop or 1o
crease at the moment of pavment in comparison with the
moment of conclusicn of the trenssctioh. Thus, for
example, if taes exchange rate of the currency in - which
rayment is establighed Ifor the coumodity has increased,
and consequently the “price® of gold iu that curreaey
has decressed, in a bilaetaral gold clause the rrice of
the commodity in that currercy and the botel sum of
payment are asppropriately decressed. In ordsr 1o avoid .
s lower payment in the case of the hilaleral guld cisuse,
exportérs sometimes insist upon the inclusion of 8- :
supplementary clavse to the effect that the pavment
- for the commedity in all cases camnnot te lower than
that egreed uvpon in the coniract. , '

The first verisnt of the currency clause in
which the price of the commodity iz established in
s designated stable currensy but the payment for
the commodity takes place in another currency desig-
nated in the psyment in terms of the exchange rate on
the day of payment is aleo always a bilateral treaty.
In practice the bilateral gold and currcney
clauses are sctually insursnoe against currency riasks
only féf exporters aud creditors becaune in the ¢on=
temporary disordered surrency relations in the caple
tulist worlid the increase in the evchange rate of capie
talist currencise is extremely rare, and in any cassy
cnly temporary.
: The fluetuation of the exchenge rate of indi-
vidual forelgn eurrencies can be smell or significant,
In reletion to thig in certain contractes and agres-
ments & designated limit in the change of the exchange

— ' ' o | ;l
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rete of the currency is ﬁrﬁwzdés io*, after which

geld or currvency clause besomes sffective. It

gtipulated in & contract tha’t & change in the mamcunt

of payment iGT cormodity or the amount xﬁﬁ?ﬁﬁa““'fﬁ?

the iiguidation of credii takes place only in the eveni

that the exchengs rate of the unstable currency d@m

creases oy increasses, for sxample, hy more Lhaa iﬂ - £y
Gold claumes as lnaprg g

a
e

currency ri u? in dnterw nosctions w ”
ved in the pericd beiw “%ﬁ and the o
W 3 a

Vorld Wer magni” with converti

clguses were &p%liea,Aﬁlaalv@:

currencies ol ih s1th currenny 1kt

“h5~ iﬁ explained b mder cond 'ﬁ@t of -
urrency restrittic o official @Jamax :

ge with the

paymants of the 2o

uﬂ&%r the condition

rinyﬁﬁnui'c;.»aeﬁ in wﬁ%~ﬁ;*¢f¢&i'r&t@ of

noseible. After the Second World %;;?

e currencies of :ayi%aiist countries

repeated dwva?U&%iﬁﬁga

ce of gold or cu

sent coneluded
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recognized by law. The non-~recoznition of the gold
clause in relaiicn tn the dollar is limited, rowaver,
‘to trenssctions concluded and subject to completion
within the territory of the USA, In other countries
the inclusion inte credit ard trade contracts ¢f gold
‘clauses in dollars is completely possible and practiced
quite widely. - - _
o y The expedience of inclusion into contracts of F}
I gold or curvency clauses depends in each separate cese
upon the megnitvde of the currsucy risk. In otlher
words, it depends upcn ths degree of stsbility and the
potentiality of change of the exchange rate of that
Toreign eurrenny in which the transactior Is concinded.
Other factors being equal, the greater the time lsnse
petween the date of the concluslon of the contract ard
the estahlishmentof the price of ihe cormodity and the
date of the delivery of the commodity snd the payment,
the greater the risk of depreciation. :

‘The sres of application of the gold and curren-
ey clesuses is not resgtricted only to international trade
trancections between exporiers and importers. I also
includes the ocredit agreements of all tyypes of intere
governmenial clearing sgreements,

, Under couditions of poste-war currency instable.
1ity in capitalist comntries and the currency policies
of the U3A, the effectivensss of the gold clanses is
limited. S I . .
- The restricted effectiveness of the gold clause
under contemporary conditions is ewxplained primarily
bty two ressons: the low ofilcial price of gold in the
U%A which kises become the world price of gold in the
capitalist economy, and the srtificiality of the pari-
ties of majerity of the capitalist currencies. The
currency parities of the majority of capitalict countries
gre high in comparison with their purchasing power i
terms of commodities., This applies not okly to the
currencies of Western Turope, but, firsi cf 211, %o
- tbe USA doller as well, o n o
o . Paymenta according to contracts with the gold
elause take place ordinerily in the domegiic currency
of the country of the importer on the basis of 1ts
formal gold content prior to or on thz day of peyment,
or the "price" of gold in that currency defined on the
vasis of the dollar exchange rate end the official
nprice” of gold in the USA. The ofijcial "price" of -
gold in the USA of #35.00 per ounce is very Low. It

| - 21 - | |
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remained unchanged from the uﬁi of Jaruary, 193%, desplte
the faot that fnP lﬂ”éi comnodity prices, even on the baals
~of the. of fielal American wholasale and ratain price indlcees,
Jn reased in comﬁdPLwdn with pre-war pr*cas vy mere than two
times. v _ ‘
E%a exoorter and credltor receive from the lmporter

and debtor that of curren

its gold content

amount
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dollar by 43.9%. The prices of commaditics increased signl--
-fieantly less. ‘ : o L

= With reference to the above, exporiers and creditors
who insured thelr curvency ilnvestments through the Znld or
eurrency clauses end who used thelr recelpts from the sgale
of goods and amounts recelved in settlement of credlt for

the purchase of goods, recelved sdéitional profit dus to
thos2 clauses. v -

On the other hand, cagesg are posslble in which, &8 @
result of various reasens (primarily currency reatrlaﬁionsk,
actual depreciation of currency 1s manifested oniy in the
change of 1ts purchasing power in relation to commoditlies
uwnder conditlons of an uvnchanged officlal gold content and
exchange rate. Thus, in the pericd from 198G to 1953,
the index of wholesgale prices in the majority of tha capltali-
{5t eountries increased by 3C% and more wilth a corrasponding
decrsase in the purchasing powzr of thelr purrencies, where-
se ot vHS mewe time the offlcial gold content and exchenge
pate of the currenciles of these countries {except Finland
and Wrance, which lowered thelr exchaunge rate in 1957}
remained unchangod.

Tn similar situations the incluslon into the contract
of gold or currency ciauses 4oes not gerve lU o purposs. o
Under an unchanged offilcial parity and currency gxchange rate,
these clauzes are not able to cowpensote the gxporters and
the creditors for the loszes resulting frowm the decresse In

the purchasing power of the currency.

Protection from these losses wmey b2 chtainsd by the
epplicatlon of well known means of 1) index clavese and 2}
clzuses on slldling prices. - :

e index clause stipulates that the price of the
commadity and the sum of payment or sum of credit to be
iiguidated change 1in relstion to the change in the price
irdex st the time of payment stipulated in the glause In’
comparieon with the bage period of the time in which the
transaction was concludsd. ; .

If 2 gensral index of wholesale prices is considered
as such an irdex, and thls index has *nereased, for example,
by 10%, the commodity price and the amount of puyment or
the amount reczasary for the liquidation of crzdlt will in-
crease proportlonately., l.e., alsc by 10#. The index clause
15 1n egsence a clause regarding to the stabllity in the
purchasing power of currency. 1t protects the sxporter
from a decrense in the purchasing power of the moneiary pro-
ceeds from exports, and the creditor from a decresse in the
purchasing powsr of currency recelvad in licuidation of
credit. : ’

The 4index .clause is almost nsver apnlied in interna-
tional trade. The movement of indlces frequently does not
peflect the movement of prices of the concrete commodities
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of an export commodity 1s pald with a specific gquantity
of an ilumport cowmmodlty of the sam-'valueﬁ Tan a barter transg-

“action there are no money accounts. RMoney is here only &
‘measure cf value 1lu the mgeCLina“ion of the equivalent

values of the goods.

ma

-Pr&eef%wiuﬁnxﬁﬁauw@, If the ihﬂ11uion of a &Old or

s

‘rency clause in an Tnfernational twage contract is

n@ﬂtn :r expedlient nor possible, then the inaiusion of &

price revisior clatvse in the evant of ﬁev;lua*ion or other
depareclation of the currency transactlon can be a means
of rronwchon sgaingt the currency risk. Tnls clauge un'

he expressed up coximately in the folloewlng form: In the
svent of devaluvatior of the eurrency in which the price cf

the

cammadl*“,i& ertablished, the supplier will have the

Ly

right to demand a revision of the price of the sold commodlity
by the buyer; in the event of disagreement with the buyer on

tlw
eny

3,

socl
tern

pevision of a price or the Fal“uﬂp te agree on the cor-

1Oﬂd11€ increase of prles, the suppller will have the
righf to ceass further va“fv of the commedity.

The Currency. and Firsnclal. Condltio ﬁm@,twé counts. .,m

Tnternational Trade Cpzrations with Countries it the

Sorislist Camnp.

International accounte with the countries of the
alist cawp constitute the pﬂﬂdeminaﬂt part of ths in-
ational accounts ¢7 the USSR. In receant years abous
and more of the total bov‘et forwkgn teade nas taken

T5%

expl
sepa

place with them.

international acoou ite of the UJER with countries of
the socialist camp include funternational trade accounts,
other types of scouomic cooperatlion, including aredit rela=~
tions, &nd cultural, sclentifle, and otker relatiocns not of
a commercial pature . '

Tha unigue vature of the interrelstionship between
the countries of the world system of soeclallsm 1s reflected
in the area of currency relstions of the USSR with the coun-
+ries of the sccilalist camp. Fconcemlc relations between
gsoclalist countries, as indicated above, constitute rela-
tions bhetween countries with the same 1;99 of productive
relations. Thesae relations are 1L0wdznat :d to the regulre-
ments of the ezonomle laws of socialisn. Thus all forme of

(&)
oltation of mar. by man are x duded ot only within
rate countrles, bai in the pelestiong between these

countries,

Tn fhe area of Jnrcenaticna amcwunts among soclallst

eountries, as in the ares of economlc relatlons causling this
accounting, the principles of egxﬂi rights of large and small
nations,., of muitual advantage hrotncrly mztual ald are
in cperation.. ,

025 A



In cornection with this, the Cﬁwfnﬂc and finarnclal
condi*ipn and formns of aﬁaaunﬁs for international trade .
Aransactions between governmental frﬁuﬁ assoclaticens of fthe
TSER and other soccla ljmf countries do not depend upon the
relation betwean the vwers of the parties coneluding these
transscetions, asg 1s the case in the capitalist economy.

They are not aeté*mimed by the changes in the conditions of
the world commodity merke: in which the prices anc aceounting
conditions for either the exporters or ilmportars ars put into
a more advantageous position. o A

The USSR and the other countries of the scclalist -
"camp utilizge. in their jntér@ﬂ*imna? eurwpncy relations,
the form and technique of 1 at rnational acecounting that hes
been formulated in the practice of world oapi?aliwt trade.

But 4in the relations among the soclalist countives thesge
form acquire & new economic content and Tulfill a function
of creating a more ratiounal organization of mutual inter-
nztionzl accounts in internatlonal trade and octher & aconomlc
relations in the interest of the tmprovement and extenslon, '
of econiomic co *6ératian hatween them.

In addition to this the socialist wouutw%e& not only
utilize in thelr currency relations the form and technigue
of international sccounts that exist in caplitalls world
ut perfect these formg and technlgues as wall,

he
¢
or

zrade, b ¢

creating nes 5 of aceounting in foreign fransactions,
Whioh are unknown and unattainable ©O erd“ng‘flrms and

Lanks of nsyp 1M countries. :
Aucounf ATTeN oY m”tﬁiohg. 1nt9rn tionasl accounts between
the USSR and the countries of the scclalist camp are conducted

we Form of ¢l af*nﬁ "”Cﬁmdbmw
condltiems of accounts beltwsen goveli-
ade asgsocliations of thzse countries

bwsidalay in
The cu
mental inter

.na.(,v;

have are cha z¢ by the use of Soviel currency ag the
rlearing cur on which the agreements on commodity
exchanges anrc tS or trading agreements betuween the USSR

and the countries . the sceialist camp arve based. At the
caa > timn the p? of the commodlties supplled by these
ountries to each athef and servicesz rendered is established

on the basis of the indicated apreements also in Soviet

CUPLAancy .
Trhus the L ization of the ruble in i
aecounts of € % vith countries of the so0
znd of those countrgea with each other is bas
official agreeient between the corres pomd%ng
In oonncvtw‘ with this the vuble is a cur

iﬁl e

0"’(‘?‘

the e{mrassacn of pflﬁ@u 1n international trensscticons, a
well 88 & currency in which payments lg nade for the corrves-

powdhrg commoditizs. In other words, the ruble is a currency

of payment or a ccount.
: The prices of commodlities mutually guppiied by the

« 26 .




international trade assoclations of the USSR and the coun-
tries of the Boclalist caup are established on the basias of
the correspending trade and credit agreements hared on the
prices prevalent on the princlpal world cowrod*%g markets.
This means thaf the price basls reFlects The international
value of the corresponding commodities on the world capital-
Ist market. The prices esgtablished in the contracts betwsen
governmental Internaticnal trade asscclatlons of the soclal-
1gt countries are in effect. ordinar lly for the periuu of an
entire c¢alendar year. In other werds, the prices are com-
paratively stable despite the fact that within thils year the
world prices can undergo significant change. fThe revislon
of the prlcees wlthin tn glven calendar yesr 1s neot prac-~
ticed as & rule. Hor the ﬁctewwﬂnaticn of prices 1n rubles,
the prices at the baslc world trade markets, mutually coor-
dinated among the partles, expressed in favelgn currencizs,
ars rcuomputed into rub3an according to the existing rate

of ex chang
. It Ls necessary to emphasize that the prices ln the
contract are nol established mechanically or antomaticall Ly .
Theg are agreed upon by the parties wlth the obzervance of
the an0581 princ*nwe of price formation indliedted above.
This makes 1t possible fo eliminate abrupt and temporary
gpeeulative fluctuations of prices chardoterlﬂniﬂ of several
commoditles on the capitalist market. : ,

: The use of world capitalist prices aa & base point
1is the mogt equ*tab e method for the determination of prices
In internationsl trade motwvvn countries of the socialist

canp under pre zen* conditlions. World prices mor@ or less
reflect the spontaneou "y evalenv International velue of
the sppropriate uammoiiuxes. On the other harid, the coun-
tries of the soclialist camp are not isolated economically
from the capitalist world market. They all sondunt trade
not only wlth each other, but with the capitellst countries
which presupposes & single basgls for prices.

One half of the expenditures for the delivery of the
commodity from the pLJGe of the bn&iv world cammndity merkat
to the place at which the commodity Lis received {the border
rallroad station or the port of uulaad¢ng) is usually ‘
added to the basic pﬂic& agreed upon between the zppropriate
socialist countries. .

’ Amounts In rubles ac vount&w for in the cleariang sc-
counts of the countries of the socialist camp 1n their
ccntw41 banks, like the prices of commoditics expressed in

ubles in private contracts between troding organizations of
*he ountrles, are not provided wilth elther gold or currenc

18 ¢
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 soclallst camp, as well as of those countries

Ceo27
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prectically non-existant asz the fereign trade organization%
are enterprises in a socialist state wolch conduct foreign
trode on the baslg of moropolies and a national economic plan
The possible cases of unfukfillment of mutual obligations

' by state forelgn trade organizations cen always be amicably
resolved among the apprcoprlate states.

In cormection with this individual Torms of account-
1ng evolved through practice 1n the capltalist world trade
receive & Alfferent econonmic content in the relations he-
tween sociallst countries. They attempt to attain a funda -~
mental goal of influencling the frade organizations of koth
-sidas to maintain the delivery desdliines and paymentas and
thus aid the rate of turnover in the import and export opera- .
tions and the ahsorption of the international trede commo-
ditles into the national esconcmy of eagh country.

Cases  of commercial eredlit were encountered; l.e.,

the extention of comaerclal credit to thosc countries in

. “the first years of development of -pade relationg of the
USSR with the countries of The Peoplz's Democracies when
private firms and cooperative orgenizations st11l particli-
pated in the foreign trade of these sountries and state
credit relations with these counfries had ouly hegun to be
developed. . : o

‘ At the oresent time comnerclal credit, as one of the
forms of accounting in internatiocral trade, 1is no longer
applied in the relations of the USSE with countries of the
socialist camp. This 1s explailned by the faet that the.
USSR grants these countries economiec aid in the matter of
soclalist reorganizaticn of their economies. This 1s accom-
plished by the extentlon to the nations of the Pecple's
Democracizas of direct govermment credit through which
1pdustrial equipment and other commodities are pald ror
by these countries. Therefore, the extention to state

. treding organizations of the gsocialist countriss additional
commercial eredlt would mean in many casges doudble and
parallel credit. Necesegary turnover funds fcr the mainten-
ance of the process of commodity circulation are recaived
by international trade crganizations of these countries 1n
the form of credit in theilr home state bank. ‘

» Shert-term crediting of sociaslist countries 1s pro--
vided in certaln cases, not by the extention of commerclal
ecredit, but by allowing clearing tndehtednass beyond estab-

14 shad téchnical credit  (see page  71). \

Tn the first years after the ¢ piltalist system withered
away in the present countries ¢f the socclalist camp, when
the fundamental scclalist prelfcrmaticns hazd not been conducted
1n these countries, Soviet foreign trade organlzations
utilized credit and collection forus of accounting iIn
trade relations with these countrles as 3 certain type of

[
s
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g guarantee agalnst losses resulting from the non-fulfill-

o POAN T WL LN A

o

ment or late fulfillment of econtrects by firme and organiza-
tions in these countrles. The collection form of accounting
was of the some nature &s the original collection account in
+he world capitalist trade. o

In trade with certain countries of the People's
Democracies the credit form of accounting predominated,
and with others the cnllection sceounting was predominant. |
However, the rule that the forms cf accounting in export '
and import ovperations with the corresponding countries had
to be similar, was observed. ’ 3

Pesides this the condltlons of these accounts assumed
a standarized nzture. This standarization was later ex-
pressed in the ynified conditions and forms of accounting,
stipulated in the protocols on the genetral conditions of
delivery, concluded with those countries, as recommended
by the Council of Economle Mutual Assistance. The simdlarity
iyi the conditions and forms of accounting conerning both
exports and imports was derived not only from the principle
of equal rights of the parties concluding paymeat trans-
actiong, but alse from the fact that the other partlez in
trnese trade transaciions were not private firma and egter-
prises of varying coredit ratings and business regponsibillity,
state foraign trade organizations which are subordinate
the national eccnomic plan, The abllity of thege organl-
fone Lo pay could not be doubted. o
rorns of accounting in export and import
11 posghible not to violate the ecuilibritm
of pavwents in clearing agreemaents due to the

T

Y

pers
f the balan
application of different forms of agcounting.
%
L

ce the middle of 1951 the collection form of ac-

e sg breome the leading form,stipulated as the basic

t cuning .  This has been provided for in the

protoncd tue general condlilonsg of delivery. This form,

howsver, differs from the common collectlion form in that the

g itiles were sent directly to the buyer and could

b Aatsposal even before payment for the csrgo

d . :

s Forp of collection, unknown in the practice of

trade, atds in sp2eding up the process of commo-
1

:‘a
ocunent
3

i

-1
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dity eirculatlon and results in decresasing expendltures for
storape in the warehouses of the trangport crganizations,

Tn addition to the collection form, the letter of
edit could be applied when individual trade transactiong

The digadvantage of the celleation form for the ex-
porters and the advantage ‘teo tihe - lumporters wap ironed out
duer to the condition of an approximate equality in the values
of the mutoal reciprocal deliveriés of the trade relations
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between soclalist courntrleg in which both sceialist coun-
tries were simultaneously the exporter and the importer for
rapproximately the same amcunt. Howsaver, irdivicdual foreign
trade organlzations concerned only with export operations
were at a dlsadvantage in comparison wlth thelr counter-
agents -~ the importers. The tendeuncy to perfect this form
in such a way that both sldes were irn the same positicn
developed from this. For thls it wes necessary te remove
the unfavorable aspects of the coliectlion form for exporiers
while preserving the beneficial aspects of the collection

form for importers. -
- Ar appropriate form of account for thls goal was

worked out by the State Dank USSR and the central banks of

- geveral socclallst countries. It recelved the desigratlon,

"egllection with immediste payment”. In several countrles
it 418 called gengral letter of ecradit. Ite disgtinguishing
features do not fully resemble the letter of credit or the

stual coliection form. - ’ _

o From the seccend half of 1954 collection form with
Immedlate payment has been applied in acccunving vetweun
the Soviet forelgn trade orgenizations of all countries of
the sociallst camp. ‘

© In Decembzr 1957, a CEMA committee for foreign trade

evolved refined general conditlonsz for the exchange ol geods,
which stipulated the order of payment in the form of collec-
tior with immediate payment (§35-45), The new form of ac-
counting apniied in beth export and iwmport operaticus
(sinllar conditions of accourting) consists of the followlng:
: Tha foreign trade organization -~ the exporter, having
shipped the commodity to the address of the foreign trade
organizetion of the impovier, presents the set of cargo
dosuments to the central barnk of hils country (in the USSR,
the Scate Benk USER). In thisg the seller bears full res-
pongibility for the conformance of the presented deocuments:

and their data to conditions of the contract. After the

verification of the confornance of the cargoe documents among
themselvea Iin ¢éontent end given figures, the bank pays the
exporter the amount of the bill and deblts the appropriate
amocunt 1in the clearing account of the bank of the buyer's
country and immedlately sends them to bis address along

with a notificatlon of the payment made.

The bank of the importer’s country, having receivad
the documants and the notliicatiorn, credlts the clearing
account of the hark of the exporter's country for the amount
paild and deblts the account of the lmporter. At the same
tire it releasss the cargd documents Lo the buyer. Thus,
with this form the carge documentg avre trangferred to the
puver only after payment. Although the commodity ls shlpped
to. the sddress of the buyer, bubt usually arrives after pay-
ment for the cargo documents. : :
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in the cargo documents and/cr the specifications, €) an
arithematical error is discovered in the bBi1l or the ;
‘attached documents, in favor of the seller, 7} other con-
dgitiong are stipulated in the contract. - - '

With the presentation of & reguest for full or rar-
tial repaynent of the awount pald for ths gelleris bhill,
the buyer must present to the bavk of his ocwn country &
statement showing the motivatlions and reasons for 1t along
with a copy of the statement for 1lts remlitance to the ‘
seller. o - S ;

, Upon the demand of hig bank the buyer is obligatéd» -
4o present to 1t the necesssry dccuments substantiating

the corraespondsnce of the motives clted by the buyer wlth
the contract conditlons stipulating the rightto request
pertial or complete repayment of the paled accournts. .

Under appropriate clrecumstznces the buyer muast Indi-
cate in his statement that the unaccepted commodity le
.belng held at the dispesal of the seller at the risk and ex-
renge of the latter. . C ‘ ‘

Tf the dewand br full or partial repayaent is In :
agreement with the conditicns giving the buysr the right too
demanrd repaynent of sums charged against him, the bank of.
his country immediately restores the sum by 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 hlm a copy of the buyer'‘s state-

ment.

B

Upon repayment of the full sum pald on the bIll the
©buyer, upon demend of the seller is cbligated to return the
cargo documents recelved by him concerning the glven ship-
ment of commodlitles. ‘ : S

After thr restoration by the bank of the charged sum
to the account of the buver all differences betwesn the buyer
and the seller ars resolved directly.

If the buyer acknowledges, or it le esteblished by
arbitration, that on & basis of bls request he wasg unjusti-
fiably refunded the pald sum, then, apart from the payment
of this sum, the buyer must pay a penalty of 0.1% of this
sum for ecach day of delay begirnlang with the day ol 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 imnediate
payment iz used with reference to expendituras on the delivery
of commodlties which lnclude expendaitures on aggenbling;
design and preparatory work, and trensport expediting sar-
vices, 1 thege experditures were not included in the bill
for the commodlity. ' ' ‘

' Aecountivng is accomplished with lmmediate payment on
the basis of the plll and other documenis, coordinated among
the countries which ave presented by the creditor to the bank
of 'his country.



o In this account, ag in the commodity account, the
creditor {(giving the services) carries full responslbility
for the fact that documents presented to the bank and the
date contained in them or the bilis prezented without docu-
mente correspond to the agraement wilth the dsbtor.

‘ The dabtor has the right to demand payment of all ev

“part of the sum paid within a twenty-four working day period
beginning with the day on which the bill of the creditor 1s”
received by his country's bank. :

© I. The right to request repayment of the entirs suw
exists if 1) there 1s an absence of a reqguest for agrecment
on the services,.of 1f the wrequsat 1s cancelled before the
services are rendered, 2) if the services have been pald

for earlier, 3) all the dosuments agrecd upon among the
srties are nct presented, or in the documents niresenved

1t is impossible to determine whlch services were rendered,

I} other eircumstances have tazksn place due to whlch it has

been agreed that there is a right to request repayment.

IT. . The right to demand partlal repayment existe 1

1) arithmetlesl errors exist in the pill or the atiached

document, 2) higher tariffs, and/or rates arve included than

those agresd upon between the partles, 2) thers has been an
improper use of the rate of exchange, gervices levies,
comniseion charges and additlons are not agreed upon hy the
party have been included in the pi1ll, 5) the total amount of
the Dill is calculated on the basis of incorrest data on the
quantity, weight, and volumn of ccmmodity, &) aleng with the
cost of the fuliilled services, the value of unfulfilied -
4nd/ov partially fulfilled services are ineciuded in the bL1lL.

Tn the event of repayment tc the debtor, the return of
the documents talkes place by coordination among the parties.

In acccunts for services and olher gxpendltiures the
szme condltions arve applied as- those in acccunts for commno-
gltics. : e _ ‘ o |

Paymenta for claims regarding quantities, gualities,
pinss ard other complaints take place by means of a) the
direct transfer to the creditor of the agreed sum of the
debtor or b) payments by the bank of the creditor's countery
in the form of direct payment of the agread sum to the

debtor on the basle of his credlt nobe. ‘

. Under special conditiens fov delivery of goods in

sontracts among the forelgn trade organizations of the

the |
cocialist countries the letter of credit form of accounting
mey also be stipulated.

£ iz not initlisted

In thig esse if the letter of c¢redli
by the buyer withln the time establinhed by contract the v
latter then is obligated to pay the seller & penalty in the'
amount of 0.5% for each day of delay, but not to exceed 5%
of the total amcunt of the jetter of credit. She seller Is

ocbligated to allow the buyer an additional peried of time

-
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to initiate the letter of credit, without at the same time
lesing the right to charge penaltles. T

In & case where a letter of credit is not opened
within thie ‘additional time allowed the seller has the right
to carcel the contract. In this case he may recelve either
a firne or & forfeit charge in the amount of 3% of the total-

-amount of ths letter of credit from the buyer 1f another
forfeit charge is not defined in the contract. ‘

In case of a delay in the initlatlon of a letter of
credit the seller has a right to withhold shipment of the
comuodity. If the commodity has been shipped by the geller
wefore the letter of credit is initiated, even though the
letter or ceedit is late in terms of the egreed deadline, the
bank o©f the scller's country receives documents for paymert
in the form of the ordinary collectlon amount.

The new form of accounting with countries of the
scelallist camp cn oxpors, Jfmport, and transport expediting
expenditures examined avove which is the collectlon with
1mmediate payment Lorm alds in significantly lncreasing
the turnover of funds invested in the indlcated operations,
In contrast to the typical type of collectlon accounting
in which a delay in payment for goods and services [or the
period of the transfer, verilficatlon and payment of the docu~
ments in guestion of ten days takes place with the new form
the total bill of the exporter is paid directly and is lmme-
dis tely exacted from the importer. In addition, the importer
nas the right to demand repayment of sume Incorrectly exacted
by the exporter without the delay for necessary proof e
the bank. : : v )

The ‘application of the collection form with lmme-
diste payment 1s possible only in trading relatlions among
+he soeclalist countries. It is usnknown, therefore, in the
practices of cepitalist banks. For its successful function-.
ing, this form of accounting stipulates an adequately high
‘level of agreement dlscipline by the forelgn trade crganiza-
tilons of both partles, a clooce observance by both sldes of
conditions of deliveries and payments in which cases of re-
“quesgts by the importers for the repayment 4 incorvectly
cherged amounts in favor of the oxporters are rare. In

roctlice, the ralatlons among forelgn trade organizations

of soecialist countries which are based upon mutual trust and
a non-antagonistic nature, such claims are only rarely en-
countered. This might explaln the general recognition of
thie. new form of accounting by soccilalist countries and the
ract that 1t has successfully functiloned for slready more
thar four ye&rs. : ’ ,

) Lpart from the positive aspects lndicated above, the

new forms of ascounting make 1t pesaible to eliminate lnter-
wel credits for the foreipgn trade organizations for export

operations, and signiflicantly decreases the technical work of
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these organizations and harks in serviclog foreipgn trade

aceounts among the countries of the sociaiist camp In.

zadition, because of the new rorms o accounting, she clear-

ing account has conme to roflect more precisely thﬁ’ca@po;iw

rion of foreign trade cireulatlon petween the USSH und othel

counitrias of the sonizalist canp. » . S
Accounts in varlous types af non-trkde rel:itions be-

tween the USSR and shese countries alsoc play an juportant

role in the currency relations of the USSHE with the coun-

tpies of the socialist camp. The main forms of sccourts Ln

nen-trade paymente are at the pregent time the menetary

tyansfers and- the ordinary end traveller's checks of the

State Bank USSE in rubles. The 1ptpoduetion in 1955 of

travelers! checks by the State Bark USSR and‘bamks of &

series of soclalist countries 1o tnstrumental in a fagter

and more flexible service 1O tourists and other catagerlies

of individuals arrlving erom the socliallst countries to thg

USSR, and also to Soviet teurists and other citlzens trave.- .

ing from the USSE to those countries.

L

Currency and Finsacial Cenditions ¢f Leoounts o Foreirn

&
Teade Transacticns betwern Firms snd Cpranizations of the T
Capitaiist Comniries ‘ T . \
The financizl conditlonas of accounting in the forelgn
trade of the USSR with the capitalist countrles in operations
at the prasout time are the resilt of a struggle of many -
yeers by the Soviet foreign trade organlzatlons for the im-~
provement of general condltlons of aceounting, and the finan-
cinl aspects of these condltions as well. o
Cmpe glirugele of the caplitallst countries agalnst

(sn trmde in the financlal area was manifested not

may Len Thed gcld and eredit blecake of the Soviet Union by
he cmottallst states and barks, but in the attachment to . ‘

Seviet fereilgn trade organizatlons of the most inconvenlent

and circultous conditlions of cash accounting.

During the flrgt years of the emergency of the Soviet
Republics inte the forelgn markets, forelgn firma and banks
reguired a prellminary gold or currency guarantee of payment
on orders for equipmeni or & full payment for the commodity
pefore shipment to the USSR. Forelgn firms agreed to pay
for commcdities purchased in the USSR only after thelr arprival
abroad and placement at the Gisposal of the buyer. Only
gradually, sfter a constant struggle hy tne Sovietl axport
organization, wae it posslble to extend to basic commodities
of Soviet export the gererally accepted condltions of account-
ing in internaticnal trade. o

bs & result of attainment of technical-ecenomic inde-
pendence by the USSR, the Soviet orelgn trzde organizations
were sble by 1935 o attein a significant improvement in the
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- atandard condliti

Cfirms.

finanecial 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 the USSE to
within the Soviet Union, particulariy in Soviet exports to .
payment with lettere cf credit initiated by forelgn buyers

in favor of Soviet foreign trade asscclatlons In the State
Bank USSR, or if the letter of credit iz lssued by a forelgn

‘pank, then payment on the State Bank USSR.

Aorveements on the general conditions of dellvery in
whichk various Financlal conditions of accounts are provided
for were concluded with individual countriszs. Examples cf
this are the agreements for the general conditions of de-
1iveries from Germany applied unitill the Second World War
and in the actlive sgreement on the conditlons of dellvery
concluded with the Unlon of Swedlsh exporters. The agree-
ment of the USSR with Great Britain as of 1936 on the ex-
tension to the Soviet Union of financial credit for paymnent
of Soviet purchases in Great Brltaln, specified condlitions
of cash accounting in transactions of forelgn trade 4550018~
tiona with British firme were provided for. ‘

Tor several mass export commoditlies of the USSR, such
as grain and forest products, a declsive role In the deflini-
tion of conditiong of accounting was played by the accepted

1+4ons of contracts in international trade worked
cut by assccilationg of exporters of thess commoditlies of
separate countries.

One of the advantages of the gocialist economy in the
apea of international Zccounts is the fact that the Soviet
economic organizations enter the forelgn warkes ir coordina-
+1on becanse of the atate monopoly of forelgn trade.

Tt should be nnted that among the capltalist [lrms
neving traded with the USSR, atfempts at comblning and the
creation of speclal monopoly organlzatlons for trade with
rhe Soviet Union were attempted. Under conditions of vio-
lent competitive struggle, these attempts did vot lead to
the results desired by thelr creators. ‘RBegide this, the
agreement among private firms designed to create dlscrimina-
tory conditicns in trading with the Soviet Unlon alwaye met
propeyr rebuff from the side of Soviel foreign trads organiza-
+ions by thelr ceasing business relations with the approprlate

tne capitalipt worid against Soviet
foreign trode extended alsc to the area of financial condi--
tions 1n accounting &nd did not cease after the conclusion
of the Second World War. It assumes various new forms. In
particular, the policy of bovious discrimination and the dis-
ruption of forelgn trade with <he USSR provoled by the leadirg
circles of the USA and several other capitalisf countries ave
to be noted. : : » |

The discriminatory polley conducted by the USA and a

The struggle of



series of other capltallst sountries is tl&ized bv individual
capltalist firms to force upon Soviet : orgenlza-
LLcn digadvantageous and burdensomne cash 8-
c'ur¢*ng in the zale and purchiag
. Lt the pregent tims xhe Soviet LF*u” hgg
greateat soonomle power. As a resulu of This the ,
of Yoviet Fforelgn trade apso oiaﬁLQLw *n the conc Lifiﬁl.mf
trade transactlons with canitalist countries has become
immeasurably stronger than 1t w&s formerly .
roreign trade assocletlons of the USSR
+iona in which the ability to pay is not sub T
They have every right to ;ﬁ»iut on gpeclal iiﬁew sial ”(tﬁlw
tions of accounting ln contrast to the conditions amoLiad

tpade to private flrme.
oveign trade crganlzatiens i should thﬂ“&fowe
contln he astruggle for the lwmpro vamaai of currency and
fipancial conditions of ascounting wdﬁ@@mulﬂg pxport and import
“transact concludad by them. ‘ ) i
For separate Soviet commoditles enj img g signifii- |
nt gemand in the world capitalist marks 1 the Soviet for-
n trads xrw~n“ ;ations are able to work nht heir speclal
ard >nﬁL n@ of accounting. 1n contras
- manifested in the praﬂt Loe
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with deferment of payment in gpecific cases. =

Currency conditions of Paymert in Export and Import
Trangactions, Comnedliy accounts with capltalist.countries
are conducted by fereign trade assoclaticona of the US3R in
foreilgn currencies. The exceptlon 1s Minland, with wiilch
accounts are cenductsd by clearing agreements in rubles with
an indication of thelr geld content. At the same time the
foreign currercies are currencles of the clearing accounts
in the agreements concluded by the USSR with many caplitsllst
countries on commodlty exchanges and payments, and speelal
payment agreements, to irclude those of & non-clearing
naturea. ‘

The currency conditicns of pavument acquire considerable
significance in the conclusion of contracts by forelgn trade
organizations of the USSR with firme and enterprises of the
capitalist countries on the purchose and gale of commodltles.

At present when not one capitalist curreancy may be
sorsidered durable and stable, the Soviet sxporter to the
capitalist ccuntries can be threatened by logses resultling
frow the reduction of the parity and rate of exchange in
which the price of the commnodity 1s sxpressed. They can
ircur losses also as a result of unew currangy restrict-

tons. The best way to protect the exporters from losses

resulting from blocking their currency procecds in banks

of countries with currency restrictions is to make clearing
agreements with these éountries, This is diccussed in
greater detail In the following chapter. : ‘
o The risks resulting {rom the reducticn of parity and
the currency rate of exchange increase ag the lnterval of
time hetwesn the conclusion of the contract with the im-
porter and the date of recelpt frow hlm of paymant for the
commodity becomas greater. ‘

As dndleated in Section II, one of the most comuon
methoda of protectlion against currency risk 1s the inclusion
o’ & currency or gold clause in the contract with the .
dwporter. x B

: The varlant of the currency claussz in the form of the
stablishment of the price of commodities zold in & more ‘
table and Preely cireculating capltalist currency wlth pay-
ment in the national currency of the buyer can have greast
significance. : . T

In eircumstances where accounting with buyers of ex-
port commodities takes place in a freesly convertible currency,
1t is expedient as a general rule to establish prices of the
commodities 1ip the contract in that currency to avold unnccts-
szry conversien of the price currency Into the peyment cur-
rency. With this as a goal 1t Is posslble to.recomsend the
establishment of the prices of the commoditles in the same
currency in which, according «to the glven commercial pay-
ment agreement of a non-clesring type, 18 stipulated ag a

-
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payment currency. ' s '
: The establishment of priceg of the commoditiss in the
ipaicated currencles dces not axclude the possibillity and
expediency of the shelusion of gold and currency clauses in
the contracts when concrete conditions demand. ‘ ,
' Tn order to avoid lnsres {rom devaluation it is ex~- -

SV R

for Soviet exporters to inelude gohd o CUrTaney o

“pedlent

cleuges sven in thoge cases wharse auch ciauses are included
ir inter-governmental clearing sgreements. These clauses
apply only to the balances of the clearing accounts and do
not protect, therefore, the interests of the exporters in

which will nct be entlrely completed by

9 5]

the mwoment of devaluatlion. -

Tn those cases in which the price of the commodity

18 esgtablighed In a currency that is different foow the
clearing currency or of the commercial payment agreemenrt
of a non-clearing nature, 1t 1s necesssry O indicate 1un
the contract the econversion rate of the price CATTENiIdY
1qpte the payment currency. T +his rate of exchange is
stipulated in the appropriate payment zgreement of the
Ugskr {for example, with the Netnerlands, the Belgium-
Luxembourg economic Uniom, with Switzerland, France, and
others) then the conversion rate in a contract should not
differ from the exchange rate indicated in the glven bay-
ment. agreement. The following rates of converslon are
theorziically possible:s 1) parity, 2} an intermedizte rate
Betwesn 1 nf the gellers and buyers, 3} in export -
# e in import - the rate of the buyers
rect cuctation), 4} the rate of the sellers for ex-
( tar Soviet exporters the most advanta-
57 exahsnge i1s the seller's rate (with direct

the rate

- e cases where the ilmporter doss not agree to
ion e countract of gold or currency clauses,
th t exporters may apply otrer mesne of protectlon -
Protr currency risks as indieazed in sechticon IL.. The most
convenient measure at theprasent time may pe the inclusion
of clauses on the revigion of prices of the goods aold and
the release of the exporier from treaty obligations if the
devaluation of the currency In which the price of the commo- .
dity hag been establiched takes place and the buyer does not
sgree Lo pay a correspondingly higher price for the commodity.
In Soviet import trade with capitalist countries, the
prices of the geods bought are established in contracts with
foreign suppllers are ordinarily stated 1n the domestic ‘
currcency of the suppller and the payment of the comnodlty
tzkes place in thet currency. Tn other words, Lhe transac-
tien ecurrency and the payment curreuncy are the sane.
- Such currency conditiéng afe explalned by the fact
thet the internationsal ascoounts of the U3SR are conducted

“2;{»@ .




gold olauses, since the rlsk of an increa;

vf‘ ' " . : A o -

with almost all capltalist countries in foreign currency,
not fSoviet, snd the forelign suppllers uMdﬁLlV prefer to re-
cetve payment in thelr own currency because this frecs them
from TKand‘tU“dﬁ conviectéd with fhn bﬁnvﬁfu, v ol a forsign
currency into thelr oun do%cstlﬂ currency. On the other
hand, in view of Lhu-CUTW“JPJ rastrictiong exlisting atl the .
time 1n meny capltallist countries, and sleo alter
sblisrment at the end of 1955 of a partial cenverta-
b’li*¢ of the main Weslern Zuropegan currencles, the pro-
ceeds from Soviet export in theze vountries in local cur-
rENCY van be utilized by the U33R for the wrrﬂhaﬁe of comino-
dities gnd other expendlitures only in the countries of the
given currency. o

domestic currency of the supplier 1s as a rule the

. fl'lk frg
price currency and the payment curre nwy also $n imrm”t trans~-
sotions concluded with foreign trede assosistions of the
-t

USSR orn the basis of inter-governmental agree m?d,o o0
commodity exchanges and pay meﬂt with caplitallst ¢ Ohﬂt les.
Tn most sgreements of this typz the clearing accounts arsg
conducted in the domestic currency of the ccuﬂtﬂw WL«u whnich
the agreewmsnt is concludad.

1f under conditions of the t;awxact Lon the payment is
mede ir a currency whick doess noi colincide with the price
currency, then it is necessary to stipulate 1n the contract
the rate of exchange at which the price currency will be

converted to the rurwabne‘qhng paymant currency. For the _
roviet importer the most anuagecuv rate of exehange‘is ‘

the exchange rste of ﬁhec& Lug@ﬁu in this currency. ‘
Soviet importers are rot intsrested 1lu The inclusion:
iv contracts with foreign supplliers of eliher currency of
: se of the exchange
rate mf fowaign currencies in which the prive of a purchased
commodity Lls estaklished under the condltlong existing ip
the capitalist world of currency ingtablllty is minimal,
whereas forelgn suppliers of several cepltalist countries,
Tearing dsvaluatlon of thelr own currency, may sometimes
present the question of the inelusicn in the contract of
currency or geld clauses or the afaolﬁuLmudt in tha treaty
of gliding prices [escalator clause}.
Suech regquests are prfucw*@a gometimes bJ slippliers
sn pnegotlations on corders for industrial O?ijmunu with long-
term conditionz of delivery.

The inclusicon into sontricts of gold or currancy ‘
niauses may lead in the case of a devaluation to an unfounded
f&%rir ment of the suppller and unjustiiled iesses for the

er of the awulp ment. With tae presence of a grld or

bayey
currency clauge the 3oviet importer would be obligated to

pay an 1Fcr:aaed anount for the commoditiss, in excess of
that stipulated in the contrdet, In cacse of a de-evaluation
of tha currency, by as many percent as the "orice™ of geld

3 o
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or the rate of exchange of the

with relation to the sel;ﬂ“’“ en ?¢fuhe¢m%i%
in ﬁeaijbi the prices of industy 0 contrast
to prices of raw goods and trade gasda sre move Suscep-
tible to ﬂuﬂ“ﬂﬂwv PTuétuatﬁmﬂa and ohanp i ' sl%rlg

H [_‘}“{“’

and significantly less than the droppl
of the exporter’s CQWT?ﬁUV. ; o
Gold ﬁﬂ& currency clauses 40 not ordinarily 3pp1y to

t evials and trode goods, except 1n chses Y
ﬁzrﬁaﬂ of time elepses betuecn The conclusinn ﬂf 8
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trial eguipment, shins, and other objec ¢ Y n
pertod of mamafacture of a sllding price claus: &8 2 WEENS
of protection agalnst currency risk for the suppiler is not
advantageous, as a rule, for tne Soviet importer: the 1o
erzape 1n the wage rates and prices ol raw wa terials :riu
sre the wmain objects * eacalatow elause 4o not alway
lesd to an lncrease cuction expensas perunlit of pr@»
duction, i.e. Lo an se of t price. In this Lyne
of clause only the ce of srmepeang fantoers are
constidered and all oS counteract the increase
ir the productlor ¢oO are 1z Beside this, the loss
to fﬂe 1woowfar snfiicted by tof em of slldin cEe
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e Sgevist 1 to protect his interests
with the sli e establishment of de-
fiped limlts a maximum Limit which he
will pay abo '

Roeou “erﬁ'g trade
assoelatlions wpltallst
countries as ﬁtr enterpripes
whose abill e solidity and
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Sﬁvieg ;: st therefors provide 1o the con-
tracts cﬁnwlumfé hem the necessary measures TO proﬁect
thﬂrse‘vmr not on;« from lesse ulting from possible :
depreclation of the currency in Wie he price of the -
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commodity is erpressed, bat from the risk of losges in
the event of nrnkrugtcy inabLAity to pav, or the lack of
good falth of the foreign buyer W icli are private ecapltal-
18t enteéerprises. :

T%aﬁ in Jn“Lvsiun of exporz transactions, Soviet

foreign trade asgocliatlons should stipulate in contracts
with *o%ei gn buyers those flﬂﬁh”iaT conditions of accouuting
that will protect them from 1) the risk of non-payment by

‘the buyer of the recelved gondm 2) the risk of non-2ccep-
~tance by the buyer of the sold commedlty, or nmrmr@uemp+¢mn

of the cargo documents for the shippéd commodity.
In addition, Soviet forelzn trade assoclations should
strive also to provide the factest poo"‘blm “efuPWk from

“the exported goods, and also to minimize ex “ifa S GOLNes-

ted with glven forme of accounting.

j Those sams baslce forms of sccounting - opmn aceount,
eollection account, and letter of credit ~ which are applled
1 interpational capitalist trade are also forms of cash
accounting for hoth export and impeort operations of the USI3R.

‘Tue to its inherent deficierncies from the point of
view of the interests of exporters, the open account form is
allowed in Soviet export trade only in specilal clrcumgtences.

Such special clrcumstances are the sale of commoditles
o conalgnment, on account with brokers, and also in cases
1n where the importer 18 & governmental orgdniaauﬁon of a
foreign state.

- In comparlison with the oven account, the collection

account 18 more aJvan,u eous to the exporter. Under ther

collsction form of acsounting the Soviet exporter endorses.
the delivery and lusurance doouments to the order cf the
State Bank USSR and forwards them to the 3tate Bank for
colleotion. State Bank transfers Them to its correspondent
in the pm*mﬂri've country for collecticn of payment, The
corrazpondant of State Pank transfers the documents to the
importer, or to a person indlcated by him or to hie bank
only after payments for tun value of the nmmﬁéi Y inﬁncatwd
in the deocuments is made.

Tn thils form of account hc rlsk of ponspayment for
a commodity recsived by the buyer 1s evaded, put the risk
of non-acceniance of fle commodity by the bu &EP or parson
indicated eemalns. The buyer, ap & result of several rea-
gong, (for exemple: A change 1In merkst conditiona causing
a decrease 1in the price of the ,ommOJi*y) may consider the
nurchage of the deecuments to be dissdvantageocus to himself.
As the commodity in such a case has not yet passed 1nto the
posaeasion of the buyer, the losses of the Soviet exporter
ere pestricted only to the expenditures of return shipment
1f 1t Zsn't possible to sell that commedity on the gilven.

rloe

1
makret or to losses in prilce as a vresult of the sale of
that cowmmodity cu the market at a prlice lower than that

of the invoice price.

.430
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_ With the gim of receiving compensation for losses

resulting from the non-purchase of the documents within
the tims specifiled, forelgn trade assgoclatlons sﬁipuiate
in treaties under the collection form of account that fines
be paid by the buyer for the non-purchase of the involices
withir the time specified. o , : v

when export goods are sold under the open account or
collection form of acccunt, the means of protection from
risk of non~pavment for the commodity in the first case and
non~-purchase of the involces in the second caze may be:
1) the recelpt of a deposit from the buyer, 2) a bank guaran-
fee for the full and timely payment to the buyer for the
commodity or documsntig, and 3) in the aale of & comuodlty
through a broker: the recelpt of & guarantee from the broker.

The importer must agree to send 2 deposlt elther at
the moment. of the signing of the contrazt or, in any case,

[ S
3

pefore shipment by the exporter to the first party of the

sold commodity. : , N ;
The advance paymants or deposlts are officlally nons
perceataged charges and do not bear interest. This aoes
not exclude the possiblliity, however, that the importer
may caleulate an interest &s part of the price of the
conmodity . . 4 '
A

Tote

ank guarantes protects the exporter from the in-
dicated risks only under the eondition that sufficlently full
and comprelensive responsibllity of the hank Ffor payment by
the importer for the documents within a stipulated time:
pericd is provided as a guarantee. A forelgn banlk providing
auch a tvoe of guavantee should be first rate. . ,
wiih a sufficiently full, clear and preclse formula-
tion of the obligatiocns of the bank. the beank guarantee for
payment iuv & sollestion form of account mey be equal, from
the point of view of securing the interests of the exporter
to a guarantee given the exporter by the jrrevocable letter
of credlt. or the importer, the bank guarantes of payment

@ reer

O
for the documents is & chesper form of meccounting thap
1rrevecable letter of craedlit because the commission for
the guarantee of the bank 1e less than the expendlifures
connected with inltiating an iprevocabhle letter of credit.
Expenditures Lor wie commisslon are carried, af a rule,
by the importer - the buyver of the commodity. The collec-
£ion form of account with the bank guarantee 18 encountared
in the sale of certaln commodities and in the practice of

soviet export treade.

The guarantee of the borker is & type of guarantec
applied only when the given commodity 1s sold through a
broker. Tn this case the broker 1gsues the guarantee for
the payment within a gpecified tira on the part of the
buyer. ‘ ’

Tt 4s neceggary, however, to take into consideration

. W,




: Enat the'guaranteé of the broker has only limlted sigﬁifi~'

sy

cance. 1t provides only for the payment by the buyer for
each separate delivered ovder of the commwodlty, and not

“for the fulfiilment of the entire contract with the broker.

| The lettar of credit form of accounting protects
‘the Soviet exporter both from the risk of non-payment for
the commedlity received by the buyer and from the risk of’
nen-purechase by him of the shipping documents. In contrasi
to tne open aceount collectlon forms of socounting, the lrre-
vocable letter of credlt glves the exporter the fuvll gusran-
tee of the receipt of payment for the commodity the moment
the documents are praesented fo the bank. Therefore, the
letter of credlt form of accounting guarantees the earliest
receipt of payment from the exporter. S :

Even more preferable than the letter of credit form

"of aceounting is the payment by the buyer for the comuodlty

at the moment the contract is concluded or payment to the
exporter during shipment of the commodity, that is even
before the buyer receilves the commodiiy.  With thisg Torm of
accounting, the exporter also doeg not run the risk of the
non-payment for the commedity or the nep-purchase of the
shipping documents by the buyer, and the proceeds frow ex-
port are recelved even before the shipment of the commodlties,
that i®, earlier than with the credit form.

The basic &nd most widespread form of accounting in
export operatlons cof the USSR with the capitalist countries

4s, at the present time, payment by the irrevocable letter

of credit initlated by the buyer or hls bank at the 8tate
Derk USER or in a firegt rate forelgn bank. - ;
: The irrevocablé letter of crédit should be Initlated

‘at a certain time before the shipment of the commodity.

Pt IO NN A W LI une e

Soviet expoerters should not shly the commodiiy before re-
ceiving a communicatiun from the bank that a letter of cre-
it has been inltlated in their favor and agreament of the
exporters with its conditlons. . , :
various dates for issuilng letters of credlt are en-
countered In Soviet ifmport and expert practice: &) at the
time of slgning, or within several days after the slgning

‘of the contrect with the exporter on the purchase of the

commadity: b) within a specified term, for example, 45 days,
before the shipment of the commodlity by the exporter; c) by
a specified date, for example, 5.0 days, before the beglin-
ning of the month of shipment sf the commodity, depending
upon the value of the commodity that is to be shipped durlng
the given month; a) within several days, for evanmple, 5 days,
after receipt of a communication from the exporter on the.
readiness of the commodity to be shlpped; &) simultane
ecusly with the issuance of the order by the buyer for the

“ghipment el the commodity, &nd othera.

Soviet exporters are interested in the earllest
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possible issuance of a letter of credlt in their favor in
order to have sufficient time fo prepare the goods for
shipment. The date of initiation of & letter of credit
gepende therefore, on the character of the commedity, con-
ditions of its concentration 1n ports, and transport
conditions : . . : o

The untimely opening of a letter of credit by the

“puyer leads to gpecific losses for the expcrters because
of the necessity to store the commodity, & slow turacver in
funds, and other expenses. - mherefore in treatleg wlth

buvers Soviet export

Y

g ers should stipulate fines for latensss
in igsulng letters of credit and the right to refuss de -
livery of a commodity if this latenese axceeds the aspeocl-~
f1ed number of days.

snother condltion which should be stipulated in the
letiter of credit form of accounting is the term of the
jetter of credit. The term of the letter of credlt should
be sufficiently iong” so that the exporter will heve the
cpportunity to ship 21l the gonds sold on contract and sub-
mit to the bank for payment the shipping documente. The
term of the letter of credit icg established depending On
the character and quantity of the sold commodity, the date
of Aelivery, and ths conditions of its transportation. 1In
acvict export trade with capltalipgt countries the letters

of credlt are used by forelgn buyers for a term of 45-60-

75-90 days, depending upon the commodity and the importer's

country. o :

The letters of credit are always limited to a definite
sum corpesponding to the involce vaine of the commodity, the
conditionas of dellivery, and other expenditures to be palid by
the iletter of credit. Therefore, the bill for tre commodity
should not exceed tihe total of the letter of credlt because
{he bank by which the letter of credit was issued may not
pay such a bill. : o

Payments against the 1ztter of credit takes place
after the presentation of the shipping documents, stipulated
ty the letter of credit, to the bank which issued the letter

of ceredit.
s &

“ e minivum set of shipping documents against which
payments are made from the letter of credlt in Soviet export
snd import trade where the goads are transported by sea or
railway are compesed of: a} the marine bill of lading or
duplicate of the ratiroad invoice; b) the Insurance pollcy
or sertificate (always in "SIF" sales and sometimes in
"mon' sales, when the lnsurance 1s purchased on request of
the buyer by the shipper): and c¢) the pill-inveice. Beslides
this, depending upon the type of commodity, the country -
whers the goods are shipped and cther clrcumstances other
documents way &also be regulred for payment through the letter
of credit, such as shipment Specl'iaatipn and a duallity

. B .
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sertiflcate, a consular invoice, the bill of exchenge, and -

recelipt authovization., :

T wr =l ae

~The hanks paylng azelnst letters of credit ashere

~precicely to all the conditlons of the letter of credlt.

Therefore, the exporter should make certain that the cargo

CGozuments presented to the bank should comprise a full

cemplement of documentis as regards, coples, content, and
thelr compliance to the conditlons Indicated in the letter
of credlt.  Any possible deviations froem thess condliiocns
Thould be especially asgreed upon sarlier. Thus, for ex-
ample, in confracts with forelgn buyers on the sale of cer-
taln Scviet export comncdiftles at "RCB" 1t iz sometimes
stipulated that in the event & ship chartered by the buver
dogs not arrive on tlme to a Soviey port, the exporter has
the right to receive payment through the letter of credlt
account againgt the so-called formal 1lnvoice. After the
arrival of the ship &nd the shlipment of the commodity, the
exporter 1s obligated to transmli to the bank the original
consignment documents Iin lieu of the formel involce.

Tn the letier of credit form of accounting it 1s
necesaary to stipulate in the contract the bhark which will
issve the ilrrevocable letter of credlt in favor of the Soviet
exporter. The assurance of payment for the commodity, the

tnege of returrs from the export transactlon ard con-
sequently, the rate of turunosver of tha funds invested in
the export operation depend upon this.

o in Boviet export trade wlth capitelist countries,
letters of credit sre initlated by foreign buyers both in
the Stste Bank USSE and inforeign banks. Paymenis on the
letiera of ceredit initiated in the State Bank are the pre-

Cdominant form of accounting.

Soviet exporters are guavanteed to a greater extent
not only of the recelpt of paymeont, but a faster recelipt of
gxport proceeds, in that they recelve payment for thelir
bills almost immediately alter shlpping the commodity. Such
a type of sccoount &lds in hastenlng the rate of cilrculation
of the resources of the foreign trade associstions (ob”
vedineniye). - S ‘ Lo

In situationa whers letters of credit are lnltlated

[

in favor of foreign trade associations or the State Benk

USSR in foreign banks, the Soviel exporters should insist
that letters of credit be initiated 1in & first rate bonk.
It is preferable to agrez wlth the buyer on the initiation
of & letter of credit in & specilfied bank. In that case 1t
is stipulated in the centrazet that the letter of credit will
be initlated 1n & particular bank. IFf 1t is impossible to
establish beforehand 2 partlcular bank in which the letter of
credit will be initiated, 1t is necessary to agree that the
letter of credit should be initiated in 2 flrst rate bank
which will be agreed upon in the future by the exporter and

~the buyer.
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Whnen letters of credit are ivnitiated In forel
the rate at whnich receipt from proceeds from the
depend upon Lhe conditions of payment through the
credit account. - '

- Twe Vif’%ti@b of let
in forelgn banks are &€ncoun
ing for Soviat export.

beeording Lo condlitl wﬁ‘nf some lettaers of
maent for Lh@’uomnaﬁ’”vg that the crediting ¢
voice cost of the goods agé -ﬁ t the cﬁﬂﬂaunu%uﬁw“
of the State Benk in a forelgn banl, bakes place
the presentation to the bank ir which the letter Of
is openad of the appropriate cargo documenta. It is 3 o¢
gition of other letters of credit that the forelgn bank
crecdits the valus of Che &

tters of credit ioni
ntered in the practlot

fn

§

commodity to the sscount the b“a“l
Bank lmmediately alter recelipt of d telegraoh communtceation

LA L.

of the receipt from the exporter of the cargo docunmernts for
tYA.MLer to this bank.  In the first case, Jﬂwgavds fram
srrt are recelved on the account of the State Bank '%ﬁr
in the second ¢n thet ﬁratﬂﬂﬁw of the cargo d(cumaﬂ
ﬁ»s#ow b Fﬁix ﬁuirﬂ% epending uvpon the dﬁutgnae,

nredit ap@wa;iana in
he following exsnmple of

2 a

£ by a capitallist flirm

The urgklxﬂue
Soviet export can be
the inltiation of &
in 2 fopeign bank: o

1. The capitalist firm Inltlates,
penk of its country, an irrevocable lelter of cro it in
favor of the foreign ra ﬂ asaoclation or State Bank JS&R,
for the ipvoice valus of the purahaseﬂ goods .

- 2. The foreign bqn informe the State Banl USSRE by
legrzph of the issuance of th letter of credlt with an

indication of

s, 1n gn'ﬁarmeﬂ on

its condition in artinwlar the carvgo docu~
ments agalnst which paymenis aga Inst the le -ter ol credlt
will be made. The forelgn bank then confirme *hia ?w & o
am by sending The 3»6%? Bank the letier of ¢ Ly
mail in which the conditions of paymwﬁw spe 2y d_in detail.
2. After recelving the Teleg & Bank
ransfers 1t to the f»:vxgw ?rajw sas the re
aicgt ¢ confilrm the corformencs of 1 to the
ntract.
¥, The foreig
time confirms 1te am
of credlt. In the e
with the 1ud lVJdMaa GO
State Bank communicates ?hiﬁ

% 50
th& ﬁumuitLﬁnw of
sagresment by the arn
f the letter of
to the Torelgn bank m
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quest to cha ﬂges these yond tioas. At the same time the
assoclation takes up this question with the fcreign buver
‘who initiated the letter of credlt. o
. If the conditions ¢f the letter of cre it corres-
pond to the contract with the buyer; the foreign trade -
associatlions proceed to ship the commodity at the time stipu-~
lated in the agreement, R
, &, The State Bank transfers the cargo documents of
the shipped mmmﬁﬂitv for collection to the foreign curres-
pcnden* bank in t?e ountfw whar thF letter of crejit was
sgued.
T. The fore iwn correspondent bank pwcfwnts the
rgo decuments to thz banlk in which the letter of credit
was inltisted and credlts the anount recelved againagt the
1etter of credit in the State Bank account with the forelgn
bapk correspeondent and then informs the 3Scate Bank by tels-
graph cor wnail, depending upon the instrucﬁimns} on the re-
cei“t of the %hﬂ*oafed amount. ’ ‘ v
‘B, Upon recsziving thils information, ths State bank
pays out the approgriate sum in rubles to the foreign
trade association by crediting it against the association's
sceount or, more freguently, applying it to the Jiquidatlon
" of the- loan received earlier by the assoclatlon in the form
of a specigl loan for export operationsg. »
From the point of view of greater rate ni recelpt of
returng from the export operations, 1t is possible *0 eg.-
tzblish the fotmennp order in the terms of payment .
1) Payaent forsthe commodicy by the buyer au thes
moment the contract 1s sipgned with the exporter; _
2% The payment for the commodity by tihe buyer aﬁ‘the
t*mﬁ Maipmeat ig ovrdered:; T : S
: 2}  Payment agalnet The 1ettar of credit initiated
by the buyer or by hie hgnk‘im the State Bank USSR In Moscow;
4y pavment agalnst the letter of credit initiated by
the buycw in 8 foreign bank alter recelving a telegraphlc
advice from the State Bank USSE on the shipment of the commo-
dity and recelpt from the exporter of the cargo documents;
5y Pﬂywtn* against the letter of credit arranged for
in & forelgn benk agalnst tuw cargo documents preserted to
the bank:
= ~ 6) Payment against cargo documents tranaferred to
the buayer by the cellecting bank [the Ou]l@”t*bn form of
'BUQCUﬁt) - ‘
' 7) Payment for the CQmmcﬁity by the huyﬁr within a
ceytaiu time after receiving the‘ccmm Aity from the exporter
(the open & uﬂowvt); 5 .
. &) Payment after ‘the arvival af the commodity into
“the eourtry of “3ignq1 on and qa¢ntit tive and qualitative
acceptance of it by the buyer. R o
Tn the colleetion form of sccount 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 cobligated
py the contract to buy the cargo documents i“on the bank of
eollection.. In the open foxm of sccount it dependes on how
long dLﬁe” the commodity has been recelved hy the buyer thaf
e pays for it to the exsow n, In mokt cases both of thepe
formk of accounting res ult in slow pavment for export ex-
penditures. ‘ : o "
The mosi aisadvarrﬂpcoug scoount for the exporte
payment for the goods by the buv@r only after its arriv
e L 1
0

B o

m

and acceptan Pagmprb for the comnmodity only af
ECGf@uaﬂG¢ in the country of designation make 1T p
for the buver to postpone peyiernt or to make & parti
ment for the value Q” the cemmodity, on the basls of va
and frequently ubjustified claims isr non-payment.

In the financlal condgitions of -export contracts
material maﬁVVLOnS in the event of non-ful Eilimcnt of th

puyer's obligation are alsc usually provided. Seviet ex-
‘pcrnhrm attempt to stipulate in the contracts the right of -
the seller to recelve comarws&*Lon Pov insses up to a speci-
fied per*enbage {for &kJmﬂlC, 104 of the amount of the
unfulfiiled obligation by the bu&&r; - The unfulfilled
ochligation on hehal? of the buyer will oczcour when the puruha~
ser Talls te redeem the cargo documents or pays for them at &
y than that Qtjp:ldt”d by the contract.
SAQea exacting peralties for lateness of ?ﬂ? Dufer
in arranging for a letter of credit, the foreign trade asgocs
iations ukuﬁllw reserve the right for Lbcmscivw” of cantel-
1ing the contract elther cowp?@?fib or the unfulfilled paft
in the event of breach of contrect by the buyer, workdnLVmw
ting this tc the buy@r atﬂ charging 211 expenses to him 1
they are not ﬁavaﬂeu by the forfeit clause of the. cuntra“t

Baviet € E/‘ﬁ"‘LC’fg “Yact the ;Jm}ﬂ”"il{'” due (G ”TLE‘H; PO

the buyers and »ranmfer their demands Lo State Pank USS
for collection.. : , ;

The collectlon for the cargo . documents can take place
both by pavmonu through the letter of credit and casgh ac-
counts. If payment tokes place through th e letiter of credit
srranged by the importer, the payment conditio
in detail in the letter of credit.

In sale under a raﬁh avamuwv peyment takes place against

the transfer of the cargo dnoumeﬁu te the collecting bank.

Tt remains to distinguish 1n the cash and letter of credlt
depend-

forms of account two types of milﬁutlnw cperations,

ing uwpon whether the nayment takes place hn cash or by credit

py means of acceptance of the bill of exchange pre egsented by

the exporter to the importer. In the iirst sase the cargo
documents are issued agalnst payme nt by the importer of an

appropriate sum of money. In the second, the exporter, simul-

tanecusly with the transfer of cargoc dos umenus, presents the

o
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. pill of exchange to the lmporter and the cargo documents

are issued to the importer by the bank, not against irme-
dlate payment, but against the acceptance of the bill of
exchange of the exporier by the imposter. IR o

.~ Detailed instructions agalnst which and upen the con-
gitiong of which payment by the buysr of the commodity should
take place are given to the exporter Ly the collecting bank
for aollectlon purposes. : _ : ‘ ‘ '
- ~ In Soviet practice the collseticn tack is isszued or-"
dinarily to the foreign bank, not by the forelgn trade '
aseosclation, but by the State Bank USSR to whom the assoc-
1ationg transfer ihe cargo documents for collection.

Aeaounting in Import Operations. Although In lm-

port operations with Iirms oF the capitalist countries the

doviet fereign trade associatlons apply the same forms of
international trade accountiug used in export operations,

the conditions of thesc azccunts do nnt always correspond -

te the conditions of accounis in export opsrationg., This

15 explained not sc mich by certaln differences in the commo-
dity structure of ¢aviet lmpeort and export, which is now
conatantly belng evened out, as by the diverse posltion ocou-~
ried by Soviet exporiers and importers on the trade market

with relation to their capitalist contract periners.

. In export, Soviet forelgn trade espociations have
firma and organizations whose ahllity to pay depends on

the contingencles of the enpitalist sconomy &8 thelr buyers.
Byt in Soviet import the forelgn firms and organlzatlons
have the Sowviet foreign trade assceiations as their hbuyers,
which cenform to the national economlic plan and whose A
abilityv to pay and panctuality in the fulfillment of con-
traet conditions is bheyond doubt. This releasses the forelgn
suppliers {rom the necegslty to inslst on those cenditions
of ascounting which protect them from the risk of non-pay-~

ment for the commodity by the buyer or from the riek of
. non-payment for the commodity by the buyer or from the risk

of non-purchase of the cargo docunents, {that 1s in the |
tetter of credit and ccollection forms of accounting). How-

ever, in practlce, in Soviet import these forms of ascount--

ing have, depending upon the changling cenditlons of the
commodity market and other conditions been more or leso

- prevalent.

" Prior to Werld War II the open account and collection
gecount were the maln forms of accounting for industrlal
equipment and machinzs in the capitalist countries. These
forps wers applied 1n gccounts of Soviet forelign trade or-
ganizaticns withn German, Austrian, czechoslovakian, British
and Swedish fires. In purchasas of rawv materials, and
egpecially. trade goods, the letter of credit form of account-
ing predemlnated. The latter ig explained by the fact that

.591 .
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wieh emre-azties that are subjected to frequent fluctua-
eaJiis AN ppibeo} payment through the lztter of credit is
the most extensive form of gawm@nu in internaticnal trade.
In the agreement of the USER with Great Eritain in
1936 in which the Soviet Union was extended financial cre-
dit to the amount of ten wmillion Doura% ster7L1g, pavments
for commodities bought orn the basis of this agreement could
take place by uov&et imnort assgciations~by orie of the follow-

ing three mwethods: 1) in cash in London after the pre- -
~sentation to the u pplier 01 hinplng dccumﬁnug and bilis;
d) within a period of thirty days after the dispateh of

these documents and bills by one of the British banks to
the State Bank USSR for collectlion; 3) within a period of
thirty days after the dispateh of the documents by the
British SUDDll“P directly to the Soviet import associa-
tions . ‘

Dur%rg the first years alter World War I as a re-
sult of the change if the market condlitions in fa”or,of the
suppliers (a %eﬁger'u nawxh-), the letfar of eredit form
of accounting for orders of industrial eguipment recelved
widespread appllecation. However, at the present time,
gseparate transsactions with the open account and collesctlion
account are recelving wide application in certain capitallist
countries. s ‘ '

" Soviet foreign trade as sociations should att mpt to
provide in trzatles with suppllers in lmport operations
thoge conditions of zecounting which will guarantee a
punctual Tulfillment of obligations on the dellivery of the
commodlty by a forelgn supplier, that would commit Soviet
funds to a lesgser dcgweu and remove extentiocn of unaound

radit to foreign upp]ledv. ‘ :

Prom this polint of view, the opan account and the
collecetion account are the most advantageous form of ac-
counting in import operations

in this form of account¢rg Soviet currency resources
a“e not immobilized before the sgppropriate cormmedities &are

eceived by the buyers. Besldes this, the date of payment
usually established iﬁ this form is for 2 specified guan-
tity of days (30 days) after the dispatch to the supplier
of the commodity documents or traﬂsfar of them for collec-
tion which gives the Soviet importer sufficient time for
verification. Within this time the d“1‘“a1 of the same
commodity occurs as & rule and makes 1t possible Lo verifly
1ts 0ua1¢tf beferc payment. In these situ aficns. payment
takes place, in fact, alfter the 3PTJVﬂ1 of the apprepriate
commodity into the USSR Due to such .z date of payment,
the forelgn trade assacLationu do not ueeﬂ to receive loans
irom the State Bank for an account with the supplier.:

These advantages do not wxzatjn the Tﬂuter of ecredit

form of accouriting. The payment for tThe imported commodity
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Cwith s letter of credit awrarged'ry the far&ian trade éfsoc»

1a?i¢n in favor of Lha forelegn supplier invclvdu, firast of
all, supplementary p?ﬂﬁ‘uur““ in the form cof a cmmﬂiv31on'
to the bank corﬂevroaue%b‘ T cxp?nﬁiturﬂ% o the letter
of credit are horuve by the buyer, as a rule. Iu the letter
of credit form of accounting the forslign trade assoniations |
ad teo utilize & loan from the State Bank US3R for the
is3usnce of a letter of credit. and thus pay a rate of
interest for i 2 . S
In additlon with ﬁhi
jmmobilization of currency

o
5

form of ¢ coﬁu%tz*q, cartain -
ssources of the U3SKR almogt
always takes place. It ig 4aﬂia wally necessnyy for the
State Bank to transfer the letfer of credlit issued to a -
foralgn bank e ”@n_ouicr@ the cargo docunents are presented
te the puyer for payment. This means that the State Bank
extends sredit to a forsipn bank without recelving interest.

Laetters of credit may be arranged by Torelgn trade
associationg at the State Bank or in a forelgn bank alfter
an agrecment with the forelign qvpplipr has peéen made. How-
eveﬁjvlj practice, the letterz of credlt openad 1o the
State Bank are almost never euncountersd. The letters of
cr“uﬁt awﬁ usually arx ra;aza by {oreign tracde gseoclatious
through the State Bank in.a& bank of the eypOﬂuer'% country,
or of a third country. In thils, the appropriate foreigu
bani: collects & supplementary commlsglon for confirming
the letter of crsdit to the sumpli 3 v,

. The letter ol credit m&y be opened by mell or by
telegraph. All expenditurss connected with the issuance
of & letter of cred&t, including the payment of the conllrma-
‘tion commission to the foreign bank, 1s usually carried, &g
indicatsd above, by the importer, the buyer ol the commodity.

However, cases are encountered in which, cn the bpasls of a
speeial agreement between the pﬁ‘“ne inn the transzactions,
experidlicures for the letter ol credit commissions are
covered either completely or peartially by the supplier.
The 'uunk in whieh the lettzr of credlt shouid be
arvengad is agreed upon ordinavily Ly the wunu}1~ﬂ andg

%]

-

!—-*QH

.

“buyver of the cmmmodity Tke isguance of the ietter of cre-

dit in a foreign bark thet 1s not 2 correspondent of the

"State Bank 15 zlwayvs lavolved with supplementary expendi-
N PL y !

tures which fall a?ﬁlm.rely o the forelign trede gssocla~
tion for which th State Ban¥ lssues the letier ol crsdliv.
Letters of aredit for secounting In transactlons
taking piace through clearing agreements on commodity aud
payment czchﬁmge betwesn states concluded by the USSR with
the appropriate countrileg is almost always arranged for in
the banks of tu“ exporbter's country. ‘They are arranged
most frequently in the central banks of these countries.’

A certsin immcbilization of currency resources of



the USSR in le
rency expenalt
dit, depend up
i1ts term. ° .

. Revocabd
for transferrl
senting the ca
letters of cre
ments the mome

-comnodity is ¥
- vocable, but ¢
banks demand [

The nes
of cradlt to a
in reality, cr
ig 1mmoblilizat
for a long per
USSR. Particu
jetters of cre
months. Besid
Rank for curre
rrom these acc
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The imnm
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the foreilgn ba
moment the let
Banlk, having ©
able to freely
accounts .

The ¢lo
dgit is to the
+ion of the ca
less time the
atate Bank ezl

The typ
i the letter
depend upon th
the conditions
of indugtrial
naeking

zatton for shi

trer of credit operations as well es the cur-
ures on the arrangewents for g letter of cre-
on the nature of the letter of credit and

1e letters of credit do not snvolve the need
ng the payment to the fereign bank belore pre-
rgo documents fox payment. In irrevocabla

dit foreign banks demand the trancfer of pay-
at the letter of credit is 1ssued, or the -
eady for delivery. In opening not onty lrre-
onfirmed letters of eredit, as well, forelgn
ull payment of credit pefore its confirmatlon.

eselty of transferring paysents on the ietter

forelgn bank by the State Bank (i.e., means
aditing of & ferelgn pank) means that there
ion of Soviel currency resources, sometlimes
i0d bafore the commodity is recaived in the
larly undesirsble is so~called long-tera

A1t with terms of 6-9, and sometimes more,
g this, if interests are paid by the State
at ascoounts in foreign banks, the transfer
ounts of payments tc ‘e bank in which the
i+ has been arranged means losses of interest
transferred. o

obilization of the currency regources of the
urs, in fact, also in thosg casa2s In which
nks do not demand transfer of pavuents the
cer of vredit is issued, 411 that the State
pligations on the letter of credit, 1s not
manipulate the relevant sums in his gurrent

» the date for issuing the ietter of cre-

ser

shipment of the commoedity and the presenta-
rge documents by the gsller for payment, the
jmaobllity of the currency resources of the

sts. , :
es of cargo documents for which payments olcur
of credit and collection form of seeounting
s nature of the import of the commodity and

of its traasport. Thug, in the purchascs
equipment, 1t is usually requested that the

11iat, speclficaticns the cargo checker's guthori-
3 l‘.g

pment, confirmations, that all the other

materiels {bluepriuts,.etc.)vhave peen Gispatehed earvler.
The suppllier does not require ordinarily, nowevey, the

typical set of

1ading or dupl

gurance policy

the involce.
of export and

cargo documents, that include the bill of
jeates of the railway bill of lading, in-
, or the certificate for gelivery "SIF", and
In ecountries in which & system of regulation
import exists through licensing, & certified

n‘%t




copy of the export permit is ‘doed to the docunents onunera-

“ted above. For cevtain conmodi ties, &s, for sxample, ships,

c&“f}e, th@'aﬁueptaupe ,ertim¢uat,ia to be included in the

CAETEO documents. o S C
.- The payment for G&ltj;ﬁ import cammod tles in which

the guality 1le stiuplated in the contract can Le yerdified

ol

- only after recelpt or anulysis (for example, the concen~

trates of non-ferrous netals, etc.) .. The payment fur the
commedity by the buyer takes place 1w twe installment
the largr part of the value of the commodity (80~90%‘ 18

i o B
part, after the fipzl bill and form, the completion of
agreed analyelsg, confirmlng the established quality of the
product (fmw example, the content of metal in ore, ets.).
Such a form of accounting protects the buyer from lmssev
in the event of & product quq]itv infericr to that ag “Psﬂ
upon in the contract this releases him from thu neoesﬁ
of présenting the consequant claime.

In arranging for letters of credit for the §ayment

“paid after the presentation of the Lill; the rematining

S

of certain raw materials (non-ferrous meta_w,’ﬂtc , Tor
xhiaf the prices are subject to Irsquent fluctuaticns, it
8 expe ailent to Soviet importers to demand from foereign

suppliers that are small and secondary the pr,uentangon of
spaclal bank guarantﬁrs for tnm fulfillment of the lattsr's
dﬂl?“pvyLm« The content of Duwh a guarantee which Lu called
the "Guarartee bond" is the bligation of the bhank to pay
the buyer & stipulated sum iﬂ Lhﬂ event of ﬁon~delL"azy oi
the ccmmoﬂ“y sold by contract snd non-utilization by the
supplier of the letter of credit 1ssved in his favor, which

epresents the compensation for losses f“bﬁlu*?ﬁ from the
freezing of the funds of the buyer on the irrcvocable letter
of credit for a wore or less extended time Tﬂﬂ extent
of these lcages is egtablighed ea1-;@r, tuUdLLV in terwms of
a defined percentage of the quantit vy of the letter of ecredit.

For orders of nmrf&in tyees of equipment i{ 1s nheces-
sary in certain cases for Soviet ﬁmnc“tcrw,vn themselves ~
extend urwuit tc the extent that the uqui sment 18 ready for
delivery to 10raugn suppliers, in the form of sdvance pay»'
ments or payments for ordered EJG(DLPDE‘
In Soviet CTorelgn trade, advance peyaents to zor&mgn

suppliers take place roL““iveJy rarely and ther only for
orders of expensive and complex industrial equip neht whtse
process of production regulres an extended amount of time.
As a general rule, orders for industrial equipment and other
commodities &re arranged without advance payments. Foreign
suppliers need not recelve advances 1ln order to protect
themsleves from the risk of non-aeceptance of the commedity
by tne buyer in ‘that thelr client is the State forsign

e
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trade assoclation of the USSR whose gbllity and punntual
in .the fulfillment of assumed obligations is bayond doubt



, pavance payments wmade by Soviet importers Lo ferelgn
firme for orders of sptpicats and expenglve sndust 1l eguip-
ment with an extended period of manufecture repres.me not
deposits, but forms of financing for the preaeag ¢ produac-
tion (i.e., the extention of credit to the supplien).

' In those clrcumstsnces in which advand payaents are
wmade for certain orders of 1ndnstrial equipment, 1t 1 n2oes-
sary to provide for the following in the enntract with the
‘supplier: 1) the form of ths advance payment; 2) the amount
of the advanca payment 3} time of its paymeni; by the
arrangements for ligquidation off evenis; 5} the form of th
guarantes for the return of the advance in ¢aac of noe-fu
Fi1lment of the contract by the supptier; 6) the calcula-
t1on of interest on the refunded advance payment.

hdvance payments may be represented in monetary anad
‘pnatural forws. The netural advance payments sonaistes of
the presentation to the suppller by the puyer of certaln
types of Taw materials necessary in the process of produs-~
tion of the ordered industrial ecuipment. _ .
The extent of the adgvance payment 18 establiished
ordinarily in the form of a specific percentage of the value
of the order (l.e., the value of the stipulated shipnent
of the industrial e@uipmant}. In tne practice of interna-
+ional trade the smount of the advance payment fluctuates
between 10 to 35% of the opder, depending upon tihe nature
of the commodity, 1te value, the time of marvfecture, and
other conditioms. o o

' The sdvance paymentis recelved by the suppller are
usurlly liguidated by supplying the ordered commodlty &nd
geducting the amcunt of the sdvance payment from the value
of %the supplied commodlty on the final biltl. I the ahip~-
renic of the ordereéd commodity oeceurs in separate install~
ments, the advance payment 1s Liguldated gradually by the
supply of each separate partlal shipment of the commodity.

seviet importers should not remit the advance pay- . :
ent ©c the supplier until confirmation of the order takes
place and & guarantee for the retund of the advance pay-
ment in the event of non-fulfillment or annulment of the
contract for tha shipment se peceived from hlm.. The most
‘guitable form of protection for the refund of the advance
payment by the supplier 1s the presentation to the ouyer
of & guarantee of a first rate corelpgn bank, In this
guavantee the sondltiong under which tre supplior is ob-
ligated to vefund to the buyer the advenee payment re-
ceived (non-fultillment of the conditicns of the contract,
aopulment of the contract resulting from delay in the
sghipmen wlithin the stipulated time, and other conditions),
should he specifically gstipulated. The expenditures Lo the
pank for the guarantee Fall on the supplier. ‘

@
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© The advance payments remltted to the supplier may
bear interest or be non-interest. In orders for large and .
intricate industrial eguipment reguiring an extended perlod
of manufacture ths supplier usually calculates the percentage
of interest on bank loans nseded because of an Insufflclent
turnover fund on the buyer's account, If the supplier re-

“ceives an advance payment for the order, 1t frees him [rom

the hecesslty of obtalning 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 supplier that he decrease the price of the comme-

dity supplied for the amcunt of the interest on the advance
payment. Regardless of whether the advance payment 1is in-
terest free or bears interest, interest chould be charged
on the refunded advance payments 1f the commedity 1is not
aupplied or the contract 1g arnuled. The amount of the in-
terest on the advance payment in the event of 1ts refund
should be provided for earlier in the contract with fthe
guppliler. ‘ . : \ ' :

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

Such a form of payment is applled relatively rarely,
mainly in orders for Intricate and expensive types of “equip-
ment requiring an extended periocd for manufacture, as, for

‘example, hvéro-slectric stations, ships, etc. Pavment by the

buyer for such a type of order occurs in terms of fulfill-
ment by the supplier by means of the partial payment, or
the state of completion of the order. The amount of the .
partial payment 1s established in the form of a specifiled
percent of the total value of the order. -

it is possible to present the conditions of payment
for orders of ghips applied by certain ship pullding £irms
of the capltalist countries in 1958, as an example: 1) 15%
of ‘the value of a ship is paid within siXx months after
signing the contract; 2) 15% after laying the keel; 3) 15%
after testing the mull of the ship for water tightness;

4Y 15% after installing the main engine and the gross

markers; 5) 15% after mcoring tests; and 6) 25% after the
complete readiness of the ship and release to the buyer.
. The first payment represents an advance pavment and

the four intermadiate payments are payments for expenses

of the supplier for the separate stages in the processes
of production, and the last payment 1s the payment of eX-
penses for the completed stage. : L

~ The advance payment and the intermediate payments
oceur after the presentation by the suppller to the buyer
of-a guarantee to refund the apprepriate sum in the event
of non-delivery within the specifiled term or the ‘annulment

05? o
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of the contr?c+ before aelitery pAs itdicated above, the
form of the guarantes that protects the intarabt of the
tuyera the wmost iz 2 sufflc Len*ly complete and all encom-
'ysssing guarantee of a flrst rate Fank. Interms *:t" pay-
ments are those thet take nlace not only agalnst bank

guarantees, but véﬁiﬂ?u the certification of an insp Ctor
o of

or representative of the puyer in the appropriate sta

pr'pa*aiisﬂ of the givern object. o
If the advancs payment and the intermediate p?%

are not charged interest, the buyer can ju,uifiablv 4 ::md

.frem the suppiier a discount in the price of the ordered

equipment ﬁOTY”ﬁjuﬁQ;WE £o the amount of tlp percentas
inasmach as the supplier enjoye credlt i ch a casge
Regezrdless, in the coutract with the sup@li&r, it i3 ucceas
sary to stipulate the payment of interest in the evant of
s refund of the advance payrert and & partial payment In
the mmnwful"f‘lmnut of supply and the arnulinment of the

ot mhe absence of such.a condition would mean thet

oontTact.
the supplier is obtalning ﬁvﬁﬂrvﬁf free credit.

Tn contracts for orders of intricate equlpnent and
wQ* i1n which the exact compliance of the tec hriical

fieations to the conditions of the contract ray pe

dehed only afltar 8 pmll@ﬁ of use, the Sdviel buyers
from the suppllers the nresentation of 2

rne equipment deliverad.
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up Lo £5-50% of its value. The remalnlog 15-10% remaing as
a guarantez in hc event of pon-fulfiliment. of the contract
ag ragards the tated quellity of the equipment and 18
paid te the uumg@;e within 30 hﬂV after {he € n;rauﬂﬂn oF
the guaranteed peril iod 9tio;;etei in the vo ntract’if the
quality ef the qvj?uv«f corresponds to the Cﬁﬂixuiadm of
the contract.

Tnstesd of retent lon uy the supplier of i‘ & ua“ﬁﬁ”
teed amount.the p“cservatlon of the guality. ol the QQipm
ment vﬂrplw_o mzy be provided d}uc by the DPCovﬁtctLdﬂ of
a guarantee of & fipst rabte bank which reguires & %v*emal
deposit by the supplier with the bani, and other Torms
as well. : .
In zontracts for orders gf equipment, wackinas, and
certain other commodities tneluding iutermediate proiacts
ard raw materisls, specified mate .pial sencticns in case of
gelays in upn?yiﬂg une camnwalty-fi“hwr the pericd st pu-
1ute3 in the contract sye usual pPO reded for. Appe oprlatc
pepa&t;eﬂ arve estaplished, of a qmﬁm fied pwrCAnt of the
value of the equipment or guantlity 0&_Q?Oud£t3 not supplied
wlthin the stipulated period and are tevied For each week of
delay, sometines W with & p¢ﬂﬁr,uulvcdy increasing percentage.
‘ Thus, for example, lw an agreement with Germany on the

wnss

e - 58 % . .

-y




general'aonditions of supply iv operatlon untll the
second World Wer, penalties for each weelk of delay 1in
supply of 5% were established for & period of the firat
four weeks and 1% for each rollowing week of delay. Hov -
ever, the penally should not exczed 154 of the value of the
order that was notl fulfilisd on time. | . S
o Tn certaln Soviet import cortracts there are provi-
sions whlch require payment by the suppiier_offdamages i
case of delay in delivery peyend & fixed date and which
give the buysr the right to annul the contiact and to de-
-mand from the forelgn supplier indemnities for the lcss he
has caused by not fuifilling the contract. , ‘ L
 Forelgn trade crganizations should carefully watch
211 fluctuations in the cepitalist market, So as Lo profit
from them in the besl way pmﬁgible,‘not'ehly For the cone
clusion of pusiness deals at the most advantageous prices,
put also for purposcs of imporving the foreign-exchange .and
finencial terms of necounts with foreign firmg ~- bOyers
and supplliers. L _ -
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| PAYMENT AGREEMENTS BUAWERN THL USSR AND FOREIGN STATES

1. The Csusss Which Broveht About the Conclugion of Inter-
ggverggggﬁai Payment Agreementcs, ' L

- ucath AR o1

Besle Kinfs of Payment Agrecments

-4

i ) } . : » . B '
Tnternotional eurrency relations are not limited

ander conditions o7 the present eripis of capitalism, to
secounts between the real end legal pecsons of the varions
countrles. ‘ - o o
Tnterference by the capitalist states 1n ecoromic 1ife
in the interests of thelr monopolles, wihloh deeply affects
the sphere of fereign currency relations, by establishing .
1imited operations lu foreign curvencles, goverrment reruls~ ’
tisng on its distribution, and cther mesgupes, hag brought
about the neceselity of coneluding netwesn the countries of
governmental payment agreements. mhe purposs of these agree-
wen*g is, on the one hand, to remove the negative effects of
the measures for currency restrictlcous iy Foreign trade and,
on Lke other haud, protect the interests of domestic exporters
and creditors from dipages gaused by curvency restrictlions.
At the same time, with The ald of payment agreéemenis, the
pechanism of international sccounts is used by the capltallst
sountries for purposescd &sgtruggle for markehs 1n which to
agilspose of thelr goods and Por forelgn ecunomlc eitpanslon.
Inter-governmental paymant agreements, ao well ss the currency
restrictions which brought them ashout, represent, therefore,
one of the manifestations of governmental, monopolistic
capiteliam, : : : o :
Currency restrlcetions, as a characteristic systenm of ‘
regulation of forelgn cuprency retations, appesred first dur -
ing World War I and were clomely connected wlth wartime con-
dlticns. Soon after the wer'ts end, the currancy reabrictlions
1ptroduced in the states participating o the woy and also 1n
some neutral countrleg &8s extracrdlnary MeaBUres, Were ravoked,
Currency restrictions appeared agsaln during the world
cconomie crisis of 10290-1953% as & neund of reguliating the bal-
ance of payments and &8 protecthion agalust currency deevalud~
tien., Currency restrictions sy this period, houwever, werse
iptroduced only in the conoml cally wenk capitalist states --
4n the debtor countries -- Germany, Austria, the Balkan Coure- -
tries, #nd In the ma jority of the geuth American Countries.
The Tiehar capitalist countries, the creditors countries,
which poasassed constderable gold and currency reserves, such
‘g the US, Grest Britaln, France, Belgium, the E.&Iez'r:.hm*Zt.amdgs,f
. eead




paynent agfe@mentg &3 far back aa 183
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~gqltzerland, Swedsn, Canada, and certain etrors, sontinued |
“ap te World Wer 1L te prepgrve the freedom 0 currency opera-

tions and the convertibllity of thely sarrencieg in forelgne

‘trade travsactlons.

- Veorld War 1i, whieh‘bwmmgh% sboat the further sharpen-
ing and deepening of the general erisis of capltalism, regsulbed

‘in an almest universal spread of surrancy restricticns in the
eapitalist world. S o . , : :

Whe surrency restrictliens 1n forelgn trade 1nbroduced

o
“during World ¥Wer LI in Great Eritain,vﬁfance,‘Eelgium}tha

Netherlands, Sweden, and other ecountries, as well as the
eurrency restrictions established earlier in sone capitalist

sountries during the economlic erlals of 1929m1933,'¢@nﬁinﬁe¢

in Poree in these ccunitries, with few changes even efter the

war, up to the end of 1958. 4 ‘ o
7 "7t the end of Decewber 1958, Great Britain and other

" West Burepsan countries -~ excepl Teeland, Spaln, Cresce, &nd

Tarkey -- introduced convertibillity of thelpy currencies for

eurrent trangsctions in aceounts with Poreilgn real and legal

pergons. In ecnnectien with this, the territerlal sphoere of
currency restrictiong has shrunk and, for the wost part, em-
breces at present only the esonenlcelly vnderdevaloped ctpliba~

“1ist countries on varlous continents. it 418 necesasry, how-

aver, to keep in mind that the imtroductlion of convertibility

ef currenciles im the countries mentioned was csuded nob by a
wasie improvement in thelr economlc and currency sltuatlone,

but by & situstlon which, due to &conomic fluctusticns, i3
only of & temporary nature. fherefore, the convertiblllily of

€

- Hert Burcpean currencien snould not be ?egardedvaﬁ sufliclently

stakle and solld. : . . , .
CInter-goverumental payment sgreements began to he con-
sivéed between capltalist countries by the end of 1931, l.e.,
a guarter of & cenbtury ago. Aleng with the increase in the
number of countries introducling currensy resirlctiens, the

Cmumber of eountrles which comclud@@'1n@eﬁ~gavermmamﬁal“gayment

agreenents with one another also rose. The maln goal of these

‘agreements was to melntaln eguilibrivm In the balauce of pay-

nents with narticular countries and to avold an uniaverable

‘palence, which would lead to the expenditure of gold and N
currency resources. The "dollar hunger” (doilar shortapge)

L

‘eaused by the T3 in wWastern Furepe and in other countries
- ‘poreed those countries to bulld tuely roreign-trade relations

on the batls of equallty of value in gonds exhoanged between
them and the adopiion of the clearing method of settling ac-

eounts. In adéibien to being used as a wmeang ¢f cembating

the “"dollar hunber, " the clearing method was used by 1advidudd
eapitalist countries as & means of defense agalust economlc
aggression by the US | | ‘

e Soviet Urien had to eonclude inter-governmentel ,
2 in order to engure

et



. o _ L ‘
the use of the receipts from VISR exports in those countrieﬁ
with currency restrictlons. oo Lo '
The international aceounts of the USSR in counectlon
with foreign teade were cerrisd on until the world economic
crisis of 19290-1933, mainly in convertlble foreign currzancles.
Trn the msjority of the capitalist countries, the curirencles
at thset tlme were relatively stable gold currencies, conver-
+1ble into other forelgn currencles. Because of this, the
payments [or exporis received in one country or another ln
its loeal currency could alwasy bs converted into some othey
foreign currency a&nd uszd as poyment for goods and r'or othed
expenses in any other country. o : ‘
Tads situation changed during the world economlc crisils
of 1629-1933, when currency restricilons wers introduced in
many capitalist countries. As & result of the introductlon ‘
of currency restrictions, the convarsion of the lozal curreénsy
of these countries inte the currencies of other eonntriles,
whish was necessary te the Sovliet WUnion, became imposslbie
or extremely difficult. TFeywents for USIR exports recelved
{3 the countries with currvency restrictlons could not be used
for purcheses of goods and for payments in third countriass.
If the export payments of the USSR were not immedlately cpent
for the purchagse of goods or feor other payments in the glven
courtry, they were in danger of being frozen in acoounts in
the banks of these countries. In practice, it would havée
meant eowpulsory credlt for these countries on the part of
tha Soviet Unlon. ; : :
Due to its monopoly over its foreign trade and the
lanning of its foreign accounts, the USSR was able to remove,
within coertain limits, the negative regults of the currency :
restrietions, directlng its trade relations with countries
naving currency restrictions ln such & wWay that receipts .
for ezports should rot excead the amount of currency neces-
sary for payments for USSR imports from or other &xpensas
in those countries. However, in certaln countries having
currency restrictions, obstacles were created te the free use
of the currency recelpts for exports, even for payments withln
those countriec. 1In such cases, the government of the USSR
founé it necessary to adopt messures necessary to prevent a
loss in Sevizst foreign trade.’ co e L
When the currency authorities of Germany and certailn
. ether countries began to create difficulties of that sorj, 1in
January 1935, the export of Soviel gocds was forbidden to
countrles where currency and foreign bill legislation or &d-
ministrative orders Gld not securs for Sovied aconomic argani-
zations the free use of receipts from export goods for payment
of all obligations and trade representatlves 1n thoge coun-
tries. The order [prikaz) of the People's Commissarlat of
»~ Forelgn Trade USSR ilssued in 1936 established specific condl-
+1onus under which export organizations were permitied to_ }
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export geods to Germany, Portigal. Busanis, amﬁ:?mgaslaviae7
L another matithod of protecting the interests of the \

goviet Union in caces whers the governmeris of capltalizt

countries ereated obatacles spainst fulfillment by forelgn
fivms of thelr obligations to Soviet econemle organizatlons.
or blocked Soviet funds in the accounts of forelgn banks, wWas
“the establislhwment eof undlateral roreed clearing of accounts
with the respective countriez. , A I

, Thus, in 1932, when ingtitations and irms of Ltaly
-ﬁrhitrarily atopped their paymenis to soviet trade crganliza-

ti1ons, the goverament of the USSRK grnacted on 1k Jaﬁuary.lgﬁé‘

a decree (pontenovienive) to the effect that sums owed Lo

Ttalian institublons and firmas for obligations of Soviet or-

ganizatlions were Lo be ecarried in & speclal secount opined

for that purpose by- the State Baok USSR (see Izvestiya, 15

Janvary 1938). No transfers from thig account to Ttaly conld
be made without a specizl order from the Council of Psople's

“orpissars USSR, Due to thls decree, the intereaste of Soviec

orgsnizations were protected from muterial loss which woeuld
wave resulted as a congeguence of the arblirery storpage of

poyments by Italien insgtltutions and firms. When, later in

1939, Italian fimsg and ivstltutlons regumed pagments on

their obligations, tha decree mantioned sbove was rescinded.

 The beslc measures underitaken for the purpose of pro-
venting & loss Lin forelgn trade &s a result of the adoptlon
in the canitalist countries of currsncy restrichions, was

the conclusion with the sppropriste countrles of clearing-

type paymant agreements. In these sgreemants the right was

provided for the Soviet Unten to uze fully the recelpts from

Soviet export operations in the respective countries for
- purchases of goods and for other payments lu those countries.
: After World War II, clearing-type payment egreenenis

wegan to be uged for the orgenlzation of mutual acspunits for

USSR forelgn trade with all the counfries of the sociallat -

camp, a8 well as in the trade of those countries hetween

themselves. Under condltions of & snelalist economy, the
elearing method of international soccounts chenges 1ts eentent
" gnd purpose. . j o ' v o ,

: The peyment agreements of the U8R with the sosiallst
countries, in view of their baslc difierences foom the pay-
ment agresments smeong capltallst countries, will be treated
furtner in & separate paragraph. o R :

Typea of Inter-Governmental Payment Agrecments

, Inter-governmanial payment agrecwments sucorpass all
kinds of agreements between staves %@@ batween thelr govern-
mental organs), which prescribe (he gystem of conducting and
ovganizing, and the currency conditione invelvad in accounts

1 snd legal persons of the countries, in for-

betwaen the rea
‘aign trade and/or ln other operationa of a non-trade nature.
. . e
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roo Interwgav&rnm@mtal payment agreements can be subdivid
ded into twe types: ourrehcy spreemsnts on nen-clearing type

payments, and currensy-clearing asgraenents. ' S

Hen-clearing type paynent sgreements are hesically
cgreementa which prescribe the systenm of reserving AUYIensy
for payrents 1In ecennection with forelpgn tradce and other opera-
tions, and which defilne the right of convertiug pecaipts frow

exports in & given currency into other currenciss, or 1o

,Eresarihe‘cmhditisng ror the use of this currency in other
¢ountries. . , : , o -

‘ During the world-wlde econcmic crisis of 1929-1623,
and in the followlng years, pmym&nt~agraemﬁut& which pre-
seribed the system for alloting forelgn currenty were con-

" cluded between countries naving freely convertible Errrensy
with countries having currancy restrictions (for example; in
1934, the asgreements corcladed by Great Britaln and Frence
with Germany). in these agreemants, the sountrieg having
surrency restrlstions usually obligated themaslves to set
aside sgpecific amounis of currency, obtalned from thelr eX-
port activities to the country with which such an agreement
hes beon conciuded, for settling geoounts ardising ocut of lm-
port actlvities of that ecountry ap well as for the setilement
of prior trade and sconomic debta. In guch an agresment part
of the export recelipts was reserved at times for the free
disposlition of the ¢ untry with the currency rastrictions.
{ater, when currency restrictions encompassed the wa jorlty
of the capitalist countries, this @ifferential kind of pay-
ment agresment lost ito wRAnNLYE . ' i :

of late, inter-goverumental payment spreements of the
nor-clearing typa consiot to a large degree of agrecments oD
the system of converting into other currencies the recelipts
from experts in local currency, whilch were placed in bank
accounts, and on the riphts tc use thase gums for payments

Yo
H

in other couniriss (the agreements on the tra
for exsmple, in pounds pteriing, marks of the Faederal Re-
pablic of Germany, etc., which existed until the end of 1958.)
‘ Tn connection with the tendency lately cbserved of a
decrease in the currency restrictions and the sntroduction of
currency accounts with'a Fixed degres of convertibility of
fhe sums in them into oertaln other cuvrrencied, agrecments
began to be soncluded (protocols, exonanges of notes) on the
regervatlon of the right to use these secounts . - These agree-
ments are the payment agreements of 2 nou-clearing type.
pgresments of this Wind were coheluded tetween the

soviet Unlen and varlous capitallist countries. However, a

congiderable portlon of the USSR's foraign-trade international

accounts are based on gurrency-clearing agreements .

ansfer of accounts,
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2. Paglc Peatures of the Slearing Method of

Py

o Thlernationa. Accolnbing :

-1

- In tne basis of the clearing agreemwent lies the ldea
of the cashless account, the excharge ol goods of one country -
for the goods of ancther withtut the transfer of pgold or
currernicy. ‘This goal is achieved by enterling into & lzdrer
the mutual monetary claims and obligations arising among the
ecountries as & result of forelgn-trade and other economic and
non-economic relatlions among them. It would be wrorg, how-
- ever, to 1dentify clearing with the natural cxchange of goo?s
(parter), since clearing, in practice, does not do away
completely with monetary accounts.  In addition, the cleariong
method of sattling sccounts may bo applied not only to pay-
ments in the selling or buylug of goods (to goods eXCNALEE ),
but also to payments on other trade and non-trade operaticns.
Thig statement is not contradicted by the fact that the task
of clearing, =& was sald above, conslists n making possible,
 the exchange of a definite amount of goods or services de~
‘1ivered by one country, [or an equal amount {in nrices) of
goods and services of the other country, without recourse Lo
payments in gold or forelgn currency. 3 ER R
The basic and characteristic features of the clearing
- method of internatlonal accounts, which ls besed on the
principle of bllateral suter~governmental eurrency~clearing
" agrezwents, consist of the following: S i
- Ciearing means, first of all, the centralizztion in
apecial banks or speclally erested clearing institutlons
of the sceounts of real and legal persons of two countries
engaged in Forelgn trade and othar operationg encompasgsed bY
‘the gilven agreemsnt.. ' . ' S |
Lin important feature of clearing, directly connected
‘with the centrallizatlion of sceounts and the reglstratlon ot
mitual clalms and obligations, 18 the compulrory nature, for
all the real and legal persone of the respective sountries,
of clearing accounts for the operaticons covered in the glven
~agreament. The centralization and entering of matual clalims
L and: obligations in special clearing aceounts. 1s the most im-
portant feature of the ¢learing method of international ac-
counting. Because of such & method of sceounting, it is
possible for goods gupplied in a glven perlod of time by oue
country to be exchanged for an ejual amount {in pricﬁa) of
goods and services of ancther eountry withoul necessitating
iy each and every case payments in gold or forelgn curirency.
© . Thus, present inter-governuental gurrency-clearing a-
greements can be defined as agresuents on the gentralizatlion
in special benks or spaelal clearivg snetitutions of forelgn
+pede acecounts and other transactions of the real and legal
persons of the pl-lateral agreement, for the purpose of




accounting for their mutusl clpims and obiigabtions..
At The system of conducting this escsunting congists of 1
the following: Importers and other debtors havieg obliga-
tions agalinst the real and legzl persons of the cther dountry
with which the sgreement ig ¢oncluded, pay the arounts owed
by them not directly to the ezporters and eredltors of that
country, but te the bank er clegring institution of thelr own
coantry, ioto the speclal account of the bank or elesring in-
gtitution of the contractcr souniry.  On entering the sppro-.
priate amounts, the bank or ¢learing lastltution of the
4mporter country (debtor) immediately notifies the bank or ib
clearing institution of the experter country (crediter). Tue
latber pays the exporters (ereditore) of its country the
amounts paid into the elesring accounts In the ether country
by the lmperters (debtors). As a rule, these paymentas take
place in the capltalist countriles not oul of the aucunts paid
by imporiers {debtors) of the other country, but sut of zmounts
‘daposlted by its importers {debtors) in faver of the exporters .
(creditors) of the other country. o : B
If there are no speeial claupes in the payment agreements,
then these payments take place only after an spproprisbe sur- '
plue has accumalated in the clearing acceuni. In the abreuse
of inez necessary surplus in the account, the exporiers
(ereditors) rmust welt untll sufflelient emounts have acoumulated
as a result of deposlts by creditors end ilmporters eof thelr
own country. ' . S e S
betually, the present-day inter-governmeéntal clesring
type payment sgreements allew for mutual technical credlt
by the central barks of clearing institutions. As a resull
of these eredits, ths banks or clearing institutions pey out
toe the exporters (crediitdrs) of thelr countrles-the amount '
due them, even when the clearing sccount of the bank of the
iwpozter country (debtor) does not have sufflelent sarplus. L
' Ths importers {debtors) pay the clearing bank or : ‘
Celearing institubion, in the currency preseribed by the pay-
ment agresnent, the amounts owsd by them. I this currency
ig not their naticnal currency, but the currency of the other
country or of a third counbry, they then buy this currency in
tre cleariug bank with their own currency. Egually, on the
orders of the clearing bank of one country, the clearing
penks or inctifutlions of the other sountry pay out In the
clearing currensy to its exporiters (creditors) the amounis
owed thewm; 1f this ocurreney is that of the first country o
of & third ccuntry, bthey thew convert 1t ilutoe thelr own h
netional eurrency. The clearing currency i net & freely
convartible currency, but a clearing-account unit. Because
of this, the exporterz (ereditors) receive the amount owed
to them, in the final anslysie, not in the clearing currency,
1f 4t ig& not their own currency, but io their own local
currency. This is a positive side of the cleéring account,

s
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as the expanaien in the exchauge of goods bsiween the coun~-

fpter which ceoneluded payment agroements doesy nol meet with
obatacles in the Form of & shortage of free forelgn currency

Present-day clearing in international accounting csn -
e divided into unilateral, bilateral, trilateral, and meltl-

Unilateral olearing i compulsory it is esteblished b
by ong country without the congant of the other country, for
the purposz of gollectlng trade 1ndebtedness and firancial

debts of the institutions and organizitlons of the country
which has halted payments to the first country, or for other

reasons . Unilateral elearing 1s analoguous bo freezing €Xx-
port recelpts and other sums depositzd to the eredlt of the
debtor country, for the purpuse of uslung them to setlisty the

Colalms of exzporters and creditors of lte own country.

An oxample of wompulsory clearing is the declision of

ghe British government, taken In 1835 1In connection with

the adopilon of economle sanctiong against Ttaly after the
tatter attacked Ethopla. According to thls declnlon, British

“firms and organizatlons were obliged to dapogit the amountis

they owed to Itallsn wveal and lepgal persons into & speclal
acecunt opened for that purpose in the bank of Bugland., The
amcunts entered served as & form of guarantee of recslpt by
the British firms and institutions of the commercial and
Pinancizl dehis owed them by Italy. The sarne gonpulsory
clearing #as lotreduced in Ttaly in 1935 relative to Great
Britain and other countries which took part in the sanctions.
Filateral, trilsteral, and maltilateral clearilagsg ave
bsged on voluntary agreements between the regpective countries.
Diffeving from 2 bilatersl clearing, 1o which the accounting

 for mitual claime and obligations takes place only botween

the two countries, in trllateral and multlizteral clesring.
tris method is applied with regard to three or more countries
which heve cenciuded among themselvas the appropriate agree-
ments. In prastice, trilateral clearlngs sre found Mot
often in the form of agreements beétweén three countries to
the effect that indebtednens crezted 1p the “clearing accounts
petween two countries may be liguidated through the active
welance of the sceount which the deblor country has with the
rhird country taking part Iin the trilateral agreement. The
Furopcan Payments Union, which existed in the yearslos0-1958,
cerves an an example of multilateral clearing.

‘ The mest important clearing account lgsues which are
usually stipulated in international payment sgreemenis are:

'3} the technlcal system of carrying the accounts; 2) the ex-

¥ant of the transactions for which puyments shoulo falke plage
through clearing; 3) the currency of the clearing accountsi
k) the system of regulating the balance of payments 1n the
clearing accounts and of iiguidating indebtedness wnich may
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sceumalate in the clearing ace

a0 d gunts; 5) lnsuranc
feg ascounts against risk of currencty ge-sveluation and &) 7]
payment of interest on elzaring indebtednens.

Sroter of Managing Ulesriug Acoounts

- Trom Lhe poinc ol view o the systen of managling clear-
“ing accounts, . present-day intev-governrental clearing mey be B
dlvlided into clearing manazed by the single-acoount gystem
end clezsring managed by the Gouble-accouni system. In the
single-sceount syoten, the elearing accounts are carried in
the bank of cnly one 6f the ceuntrless concluding & payment
agrecment. In the Gouble-acecount sysvem, the clesyring
accounts are carried In the bank acegunts of both countries,

, The system . of managlng clearing ascoocunts 1z & matler
of technigue if the mutual ecrediting of both parties exiats.
However, in the absence of such ereditirg, it takes ow & de-

finite economic meaning. In that case, the single-account

T
avstem puts in & privileged poaiticn the eourtry in which .
o

£ Y .
the clesring accounts are aarpied and in an unprivileged pogl-

tion ite clearing partner. Imporlers snd debtors of Lthe

first country ars able to liguldate their brade and eredlt
ohligations by depositing in thely oW currency in the cledrling
acceant of the other country -the awounts they bwe. Accumula-
4 o1, in this account of the aforementioned deposits will mean,

wi
economically, the grantlng of eredit to the country where the

ciearing ascounts are located.  On the erher hand, the country’
in which the claaring accounts are not carpied will be forced
to obhain for the payment of ehligstions of 1ts smporters and
debtors, ia the event of insuffisient funds in her clearing
aceount, surrency of ancther in gold or in freely convertible
currency. Such sn wnagual situatlon does not exist 1L the
slesrings gre earried on by the double-acconnt syplem. In .

this nsase, both gides are in the same situation and may be,
aepending on the clearing accounts, gebtors asg well as creditors

to each other.
The cle&
scoounts arve ¢a
. tiousl) Lanis ©
tpies special clearing iostitutl
Exten? of Clearing , |
B of The inmportent issues stlpulated in cleering &-
greemants 18 rhe guestion of the extent of uLrade and othiey
r the countries for which payment through
clearing should take place. practically, this means that only
1n the operations encompassed by the clearlag may the accounts
e carried as cashless, by entering matusl clelims and obliga-
tiors., On all other eperationg, payments have to be in the
asual exchange of curraney. - v : o
Tn the majority of inter-governmmantal payment asreements
the clearing pysten of accounts emagmpaaagﬁ‘paym@nts for goods
ahich the countries supply one another and eipensas connected

ring lnstitutions in which the spesisl cliearing
rried are Tor the most part the central {(na-

f the respective countriles. T certaln coun-

anp are created for this purpose.

b

Crrarsscetions betwe
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with the exchange of goods.

concluded between capltalls

¥

not only operatlons in fore

other sc-cnlled curgent operatlone

Howevew,

1

in many agresments

£ apuntries, the clsering embraces

1gn trede,

tut also payuments in

{sechnlesl aid, varlous

services, iiquidatlon of normerelal and financlal debis, and

other scceounts of a non-trs

de patuare.)

. The baslce slgnificance of inter-governmental srearing
agceounts 18 their connectlon with the current exchenge of
~oods between countries. present-day clearing agreements % :

- are often directly connecte

4 with the

change of goods ceneluded among the re
which prescribe the watual celiveryof specific gocds. In

pgreenents on the ex-
spechlive countries,

some coses, agrecments on the exchange of goods and payments

are contained in one document. Tn eother cases, separate

sgreements are concluded for the excha

clearing aceounbs.

-~ The practice of conceluding agre
of goods and payments which deal with the mutual delivery of
goods and the clearing mwethod of accounting for these gouods
peesme wideppread in the eapitaliet countries 1Tamedlately

nge of goods and for

ements ¢n the exchange

3

following World War LII. The conalusion of puch agresments
wae brought aboul by the extension of
peotrictions on the one hadn, and governmental regulation of
roreign trade by way of export and import lisenscs on the
other, which, in its turn, was caused hy_th&'sh&pr@ning‘oﬁ

the meneral crisis of cepltalism. - o

Clearing Currewecy

the sphere of eurrency

Tlesring accounts may be carried as follows: 1) in the

1ocal eurrency of each of the countrie
PN | Y . . B

ing sgreement; 21 in the currency of ©

or %) 4in the currency of some th
i the eurra

ancounts are carried only 1

tpies concluding the clearing agreemen

the single-acgount system,

earried. In the malority o

the clearin

" that of the country in whose bhenk the

£ clearing

5 econcluding the clear-
ae of these countrles;

143 ecountry. If the clearing
v

ney of one of the coune
t, which 1s the caseg in
¢ currency is usually
sleapring account 18
agreemerts between

capitalist countrles, the ascounts are carriedin eack of the
countries which are party to the agresment in 1ts iocal

, where & clearing currency Lig
alaso adopted, the currency of a third country, for exanple

aurrveney. In speclal cases

U5 dollars, is used.
Regulating the Balsn

ca of Payme

nta in Clearing Accounts

- Bn mocurate dally ac
ners in the clearing accuul

coraenca of

£ cannot,

paymenitf DY the part-
for a nurher of reasons,.

be engsured. This 1s eapeclally 4L{F1lenlt to achieve under
ooy, in which foreign trade is
noe of anarchial market sonditions.

condltlons of ¢capitalist ec
carried on under the infiue
P Disturbance of the e
Fents in clearing accounts
following: ‘ ' :

gullibriun
gan he caus

in the balance of pay-
ed basically by the |




) .a. By the actlion wf'@qascmai factors, &g a result of
wich certain goods cen be gadplicd only during part of the,
 year and not equally dufing the wiole gear: R
- p. By the differcnt type of goods ‘suppllied one another
by the countries concluding the payment agresments. CFor exe-
ample, 1if one country provides the other with finlshed goods
which 1t has in warehousesg, such as certein raw materials
and food products, and the other country supplles the first
with finished goods and machlnes which require some time Lo
produce ; o o ’ :
i c. By falliure, through the fault of one of the parties,
to honer contracts for the dellvery of goods prescribed in ?
the trade agreements; and AU - S '
d. By not meeting deadlines for the delivery of goods
as prescribed in the contracts concluded with the {irms and
supply organizations. o ‘ B o
- In addltion, Ataturbance of the eguilibrium of payments
‘47 clearing accounts can also be cauged by factors of a ,
teehnical nature. Such & cause might he the adoption in the
contracts conciuded between the organizations and enterprises
of both countries of different actounting methods. For eX-
ample, for goods supplled by one gide, the 1ett&rm&fwcredit
forr of accountlng 1s adopted, with payment-on the delivery
gocuments from the credit account opgned in the pank ©6f the
supplier countiry, and on goods dellvered by the other countey,
tne collection-bill method of accountling 18 adopted, wlth
parment on the manifest not at the timent 1t is presented, ut
after a specliled period of time after 1ts recelipt by the
pank of the buyer in the ather country; then, the country
whose zoods are pald for by the jetter-of~credit method will
nave an credit balance 1n clearing, even 1 there 18 complete
equallty in the coaxts of the goods supplled one anoiber for
the given periocd of time. ' - _ , '
- Dicerepencies in the balance of payments with actual
equality in costs of goods, supplied by the countrles to one
another, can also be caused by & deiay in presenting for
payment, by tne organizatlons end firms of one of the parties
fo the agresement, of bills for unlosded and delilvared goods.
Disturbance of the balance in clesring account pay-
ments brought aboutb by‘vafioug.aauﬁes of a technical nature

will not, however, mean that one country is granting credlit
to the other. - ST A R ‘
S 8ll,cagas,jdi$tufb¢nc& 6f the balance of payments
in clearing sccounts weans that the country naving a credit
palance in these accounts extends credit to the other coun-
try, which has a debit balance. - In as much as many clearing
agreements are cennected wilth agreements on the exchange of
goods, prescribing the watusl exchange of certaln goods, the
sceumulation of a creclt palance in clearing 1s an indicatlon
" _that one country has supplied the other goods in a larger
- o ‘ %
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cantity than 1t received forlit, l.e., it has glven real
Fo%it Lo tha cther. 'The elearing method of acceunts, if |
1t 18 not Lo gerve &8 4 WORNS of axtending eredit, c¢an oper-
ate suscessfully only wiltk the exlstence of pelative egquallly
of -mutaal payments over speeified perisde of time, L.e., by
equality of the balancs of paymente on the operationg encom-
passed by thz clearing. ‘ L o :

‘ 'HmweV@r,»in,aertain elearing sgreements the granting.
of credit on clearing takes place songeLiously. After World
War II, mutual short-term eraditing was done intentiondlly
by capitallst countrieg on the bagis of cleariﬁg'agr&&mentsk
waz characterigtic of Great Britain, Fravnce, Belglum, The ,
Netherlanda, Switzerland, Sweden and Argentina. SN

In practice, even those clearing agresments which o
not prescribe in advance en allewance for credit by the coun-.
tries to eone another, there usuelly 1s a certaln inbazlanoce
in mutual clearing payments during the time the agreement 18
in Terce, which is not regarded as s violation in the balsnce
of payments. Thls permigeibie limlt of 1ndebtedness in clear-
ing accounte 15 usually called technlcal credit or limlted

Cepedit. The establishmend of auch eredit is a metier of cone-

venience, as it 1s diffiounlt to asgwre dally balance in the
pupiunl elearing payments. fartain deviations are itevitahle
duz te the seasonal and othexr causes given above. The amount
of technlcal credit depends, all things being equal, en the
amonint of goods exchanged during a speciilec peried. Tha
central banks or the clearing 1astitutions therefore, 1p
clearing, extend cradit to one another, whlch makes pessible
the neayment of sums Gue the exporters aven when there 1s &

shortage of funds in the elearing acccunts.

~ Desplte the fact that capltalist goveraments ave able
to regulate the balance of payments in clearing sceounts by,
1iwtéing the issuence of jicenses for the export and Import
of gocds, extended viclations in the egulllbrium of the bal-
ancs of payments are upavoldable 1in copltalist covntries be-~
cause of the chaotic development® of thelr forzign trade and

3‘the nccounts resvtiting from 1t. In connectlen with this,

[}

“palance of payments lan the clearing aceount.

in interwngernm@ntal currency clssring agreemeuts ln forclgn
trade, grcat importance 15 attached to the guestion of
equalizing the halance of payments in clearing accountis.
 In the majerity of ipter-governmental ourrensy and

clearing agreements 1V 1z prescribed that periodically {each
quarter, half yesr, or yenr), oOr as 18 couverlent, meetlings
ahould take place of representatives of the countries to re-
wiew the fulfiliment of watual deliverlies of goods and the
scatus of the balance of payments, In sowme of these agree-
pents, the representatives sre obiiged to present to thelr
governments recommendations on meaures necessary to eliming-
2o non-deliveries which have been neted and to equalize the

o
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~_ + In order to eliminate compulsory credlt, some clesr-
1he agreements stipulate an obligatlon for the dabtor countdy,
in the clearing aceeunt bo liguidaie, on demand of the eredito
country, with gold or sonvertible forelgn ezehange, the acounme
lated indebtedness 1n excess of the amount of the technical
oredit. It would be wrong, however, to regard these atipula-
ticns in the sgreements as merely some sort of fine or for-
felture for viclating the equilibrium of payments ln the clear-
ing account. For, putting asids the fact that in concivéing
ciesring agrecments, the pariners sometimes intend 1ln advance
tb pay for part of the goods supplied them, in convertible
currency, the ebligation to convert the deblt balance may,
1n some condibiont, help to develop the exchenge of goooe
vetwean the respective countrles. Az a result of this, the
creditor can continue to deliver goods to the debtor country,
without an apprehension of its alearing acceount regerved
beling frozen. Houwever, the opposite is not excluded, namely,
thet the debtor country, not wanting to spend lts currency re- .
serves, will strive to curtail 1fs buying in the creditor
Ceountry. _ . ; B o _ ,
In the liguidation of indehtedness in clearing mnecounts
presant-4day inter-governmental currency clearling nay be Givi~
ded into two types: 1} purely clearing agreements, or agree-.
merts with nen-convertible dehit balances, seeording to whick
the liguidation of indebtedness created 1n clearing accounts
during the time the agreement 1s in force ls effected DY de-
positing in the clearing sceount the amounts galred Ifrom
selling goods and other cperatlions encompassed by the clearing
put not in gold or forelgn surrency; and 2} clearing-payment ‘
agreements, or agreements with a convertible depit balance,
which obligates the debter country to settle i1fs indebptedness
which has arisen during the time the agreement ls in foree and
which excesds the prescribed teaunlcal credlt, by meand ot _
an exchacge of gold and convertible surrency. : ' .

Gold or Currensy Clausges Relative ~o0 Deblit Balances
in Clesriap Accounts R ‘ '

To avold ioss in the event of a change in parity or
1n the quotation price of the ecurrency in which the clearing
asccount is carried, the practlce bécame widenpraad -~ after
World War II -- of including in elearing apgreemants a gold or
currancy clause relative To & debit balansce. These clavsds
stipulate that in the event of devaluabtlon or a drop in the
queotation price of the clearing currency should autematically
pe recompubed at the sane ratie at which the change 1n gold
parity or the of ficial exchange rate of the regpective cur-
rency took place. , - _

Charging Interest on Clearing Accounts

The specilal aceopunts cpened oy the central banks for
clearing accounts are, 1in prineipie, interest free. Howevaer,
after World War II, when epedit was often extended in c&nnaftion

il
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- with clearing, there wes preseribed in some clearing agree-
ments the charging of interest orn the swmount of indebtedness
in the éleariag aﬁcannta which exceaded thu limit of tech-
nical cradit. '

Agreements on Fﬁhmﬁw anhar*e of Qurrency
K Eveeinl Kind of inter-povermental olearingz ﬁpr
pents &r@ ¢he%L on the mabtusl exchange of currencies. u“ﬂ
Egraen s became wildlegpresad after Yorld War II, espec
;n Lhe @paratimn of the Llaternational acoournts of froe
ritain, France, Belgium, end other cotntries. On the pasly
af these agreenents the central baplks efissue of the res-
peative ceountries, acting in the name of thelr gﬁv&mmm@nﬁa,
obligated themselves le sell fo one another at the exchaoge
rate estaplished by the apre@mwnt, the curzez sy of thelr
country for the cubrency of the contrastor country in satil-
, ing for goods and serviens matuslly mnvn&*ad “heas &gf@a»
' mente for the most part prescoribad a certaln iimit of
Andettedness in the aowsap*s or technlaal cradlit, excess of
which the dabter country 1s obliged to pay with gold or
o freely convertible currency for farther buylug Q” surrency of
. the eraditor country. & weans of limiting Uhls inietfpdnras
to & more-or-iess definite smeunt ls sometimes eflfccled by
'&x+huéing shavi-term oeredit, usually unileterally, hy one o
the ﬂuvtr*e. which have: ﬂalulwdé& the currency-exchange agre
ment, “yr*%mpzus on the mubtusl axchauge of currencles are
formally deprived of certaln marg% @? inter-goverumental
currency-clea ximg F@I*@”?ﬁﬁm but in essence they lead fo
the same goal of accountiog for mutual elalms and obligations
in fO“nﬁﬂﬁ trade and other operations encompassed by iL
without the necsaslty of actually rxehang¢ng curr“ucy ox gold.
'wjea“'n? and ¥ f@iQﬁ Tradse
| T d¢f1¢ 1on I@aw&ng in international ﬁu?ﬁdﬂﬁlﬁg
' provght about a c:mmmrmim in the ephere of multilateral
Cotpade and the v@velcpmmhi in the PXQha}ge of goods by bl-
1afsr W cb&aﬂai ”h@ m&jo“; 5 o cl@aﬂang Gonc5rﬂ§ bl

Lo
i
e -

e

Tk@ QOnﬂikuiGn hntw en twm countries of 1mter~gavernm
"mﬁn1a1 clearing d&?%&ﬁmrtﬁ facilitates the exchange of poods
botiween theas countriss and may, btherefure, brilog sbeut a
“decrease in trads with third Géuuafﬁﬁﬁ having no such agree-
ment %aﬁh the gilven éountry. Therefore, the widening of
the clearing wethod of Ja*gﬁnrfinual aecounting 1s not i-
the imtarﬁ%* of third countries, efpeclislly of e ntria
with ‘& {resly convert Lmﬁe CUTTeney .
-  fhe system of eurrency restrictlons and the clmzring
mm&had of international ac*aunfing has served and may serve
‘4% cerbalpn cazes, for Wep Buropean and other capliifelist
countries, &g & eer*aiﬂ marrier ageliost the economic @xpanw5
gion of US monepolies 1n the markets of the economically
wesker eountries. It mekes posslible the regulation of the

\



payment belances of these eountries

of operations leading

mpig éxplaing why. after

to the expend

civcles of the US carried on such &
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prought them & out.

and the ilmitatlon
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Wworld War II, the raling

gtubborn {ight against
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1 THe USSR with the
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2L r
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~agreed upon plans for the exche
eontracting partles for the specifie

pla

The compatability of the clearing form of acsounting
witih the rature of mulual relatlony petween gosielist cotn~
tries is conditicned by the fact that lorveign trade and the
payments avising therefrom are carried out in the soclalist

countries not by private enterprises zeting independently

cf ?ne another, but by governments ag unlted economic or-
ganizations, the owners of the gooda exchanged. Clearing

gdccounts under these conditlons are, then, basically accounts

between united (in the person of thelr respectlve sociallst
governments) producers. Through ectearing, the prices of the
mutually delivered goods 1s computed. This makes possible
timely measures for the equalizatlon in the balance of pay-
mente in these accounts which, in principle, should be in
euqilibrivm, ‘ S ‘ e \
Differing from the capitalist countries, in which
international accountlng reflects upon 1tuell the atago-

‘pistic centradictions of the capitallist economy, accounte

stween the USER and the countries of the soclallst camp,

daveloped under soclalist economls conditions, are nct sub-

ject to these contradicilons and serve the strengthening of
econcmlc cooperation of these countries, which is directed
towerd the peneral stimulatlion of their economies and the
pullding of goclalism and communism, o ‘ ‘
The baslis of the clearihg accounts in forelgn trade
of the USSR with courntries of the people’s dericeranies, 18
tne watusl supply of goods. These deliverles ars pregesribed
1n specisl Llists which are the basic part of agreenents ou
rhe exchange of goods and payments or of trade apgreements
and the proteceols hased on them which are signed yearly.
mne econcmle content of the sferementioned lists are wmatually
nge of goods betwsen the
¢ peried of time. The
of goods are directly connected with
the pational economic plans of the respective eountries.
: Lately, with the development of economic cooperatlon
between the USSR and the countries of the psople's democra-
cies, a new stage has veen reached dus to the cenclusion
among almost all European. ¢ountries of the peoplets democra-
cies of leng-term {(mostly for 5 vears) trade agreenents.
The transition to long-term trade agreements becane nossible
after the countries of the soclialipt canmp began to establish
percpective plans of development fTor thelr national ecaonomias.
© The tylog in of forelgn-trade exchange plans and the
accounting connected With them with the national economlic
an ie one of the basle differences between the agreements
on the exchange of goods and payments between the USSR and the
wocizlist countries from simlilar agresments between capitallst
forelgn trade and the secounting

plang for the exchange

countries. In the latler,
connected with it are conducted for the most part by individusl
o E




. o : % | .
capiltalish enterprises, which 2re not guhordinated to any
regulating cenler and are therefore subject to the fuctua-

tions of the warket. T : R .
. Amoe result of this, the governments of the capit&list
countries which conclude agrecments on the exchange of gouds
and payments have no weAUS of guaranteeling the delivery ol
these goods to the other couniry as presoribad by these -
agreements, but merely obligate themselves within the llaslis

[y ]

of thelr compelence to assist in thess deliverdles partly
Ty lssguing export Licenssg. ) , %m

: piffering from this,cleariog secounts between. the
TeSR and the countrlies ol tbe soclalist camp are based on
firm comnmitments. The governments of these countrics take
upon themselves the chligation ef ensuring the dellvery of
goods an presoribed in the lists. In connection with this,
international scesunting among countries of the secisllst

camp reflect 1ln thenselves the planned nature of tasliy

sorsign-trade exchange. ,
. As regards the technical structure of claaring pay-. .
mente in the forelgn yrade of the USSR with the countries of

the pecple’s democracles, as well as clesring payments AmMOug
thege countrlies themselves, they ara effeated on the basic

of +“he double-account syatem. BY carrylog the clearings f.G-
counbe in the banks of both countries, the sbsoiute equallty

of the partuners relative to the elearing accounts 18 puaranteed.

_ The State Bank USSR snd the corresponding state on
netional hanks of the respecblive countricas of the goelallst
camn open for one another ﬁp&ﬁial‘(elearimg) gecounts in
vhich, in each of the countries, the trade and purchasing
crganlzations deposlt the amounts owed to the tyade ané
supDLY cpganizatiens of the other country for thie gouds o
sepyices deliverec. o o ’ : \

: is & result of the adoption in 1855 of & new form ol _
scoasnting -- the eollection-bill form due snd payasble on v
present . by the foreiegn~trade erganizations of the seclalist .
countries, the clearing account menacemsnt eystem has undere
gonz certain changés (see Chapter VI). :

Tn the majorlty of clegsring account sgreerents he -

tpeen the USSR and soniellst countrled the clearing aceeunt
encompossad the following: 1) payments for-goods geliverad
ander these Bgreements; 3] expenses connented with the ex-
chenge of goods; and %) other payments gonsraing o the agree-
ments of the pariners. In pracbles, 411 types, or & large
part of, the accounting arising petwaen the mentioned coun~
rples teles place throuph clearing. ,

‘ This is explalned by the Pact that through clesring
accounts for the current exchangs of goods, at present, the
1icuidation of credits extended by the USSR ©o the sociallst
eountries and the interest peyvebls on them, af wall as 1&@&?—
dation of the balance of {ndebtedness on speclal clegrings.d.
for non-trade payments, 18 aldo effected. :

- é...:
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’ Differing from the elearing acconnts ol the USSR L
with almogt all capitalist sountries, which are carried in .

Cforelgn currency, accounts of the USSR with the eountries of
the soscialst camp are oniy in rubles. The ruble is not only
the accounting unlt for clearing, but also the currency in
wiilch the price of goods gupplied on the bazis of trade
agreements and payuent agreements concluded petween ths
USSR and the mentloned ccuntrieg are established.

- The Soviet ruble, which has by law a definite gold
‘sontent, and which, in the accounte of the USSR with the ?
countries of the soclalist canmp, pozsessesd vaving power of
ne corresponding ameunt of gold on the world market, be-
cams the tool of international accounting not only of the

U38R with the soclallst countries, but also the toul of
internaticonal accounting among these countries. o v
‘ e ruble in internstiocnal currency relatlons botween
countries of the vorld system of socialism ls the medium of
intermatlonal accounting net only in the sphere of forelign~
teade, but alsc in the sphere of eredlt relatlions and none-
trade paymants. o : :
_ There are singulzrities alsoc in the system for regu-
lating the balance of payments in clearing accounte among
he USSR and the countries of the scclallst camp. Agreements
~on the exchange of goods snd payments, and the trade relatlons
between these countrles are bullt ou the principle of equal-
ity of mutual payments by a certain date, usually by the end
of the year. Manifests -- whlch are plans for matusl de-
1iveries -~ are complled with the caleulation that for
certain perilods of time equality in tine value of mutual de-
1iverics should be achieved. The posslbllity of effecting
thig equelity is bused in the USSR, as well ag in the coun-
tries of the people's demooracies, on the planned adminlstra-
tion of the national economy &8 & whole and 1n foreign trade
in parcticular.. . ' IR
~ In as rpuch as the delivery Gates and corrvesponding
payments may not coinelde for various reasons shown above,
a8 well a8 a result of & possible disproportion in the ful- .
f£illment of plans and for technical and other reasons, ther
18 established in the agreements of the USSR with the coutn-
tries of the socialist camp -- and in the agreemente with
capitallst countries -- & definite permissible pericd of
inflebtedness of the partners in the clearing accounts {tech-
nicel credit), which is not regarded as & vlelation of the
‘equality of payments. The amount of this technical credit
is dependent on the amount of goods exchanged for the
given perlod. ‘

Exceeding the amount of technleal credlit means re-
“ceiving short-term credit from the clearing partner. In
“sonnection with this, there 1s foreseen in the majority of
agreements the charging of interest (2% -annually) on the —

~ 77



"

balance in the clearing aseount over the tech-

r, éiffu?;nﬁ ‘ron the a#r%emwnfa with eapitalist
"@Aﬂhrﬁua¢ teahnics? credit doep not have'm limit wwﬁond

which the creditor country has the right to demand [rom the.
aeﬁyer country liguidation of ite indebtedness lu tue ac enunt
&Ltn gold or free currency. bDuring the btime when the res-

peet 4Vn plang for the delivery of goods are 1In atf zet, bthe
-gight to demand ;aym%“* in %ﬁ‘d or currency of indeblednes
leaping accounts exczeding the technical aﬂa@j ig not

in el
stipulated in the eiﬁariuﬁ aW*¢am%n%a in force betwoen the
43R snd the soclalist countries. Therefore, the *?giﬁﬂ&ﬁ

rl@ayiﬂg;
" .

in

3

ag:ee%en:a sre the non-c @mVﬁrzwh @MWhml%ﬂﬁ@ tvgw &
excliudin during-the time they sre Iv force, pevw
¢ e

cld or Qumfﬁﬂby.

Under the vondlitions of Sﬂnwwfﬁrm ?rﬁﬂv BETE N
with the Buropean suu;fti&& of the people's denocracles, the

valancing of paymwents In the alesring acoovunt is to be ac- ;.
niaved by the end of each calendsr yeryr, These sgﬁwmﬁtrtm ' d
prgscr4¥& in special protocols the mutual balancing of Zoods
geliveries &t rnrua; 1ngrf“alu. In bazlancing thess deli-

vertes, acecount 18 alsc taken of poods whlch &ve to he

gael vered 1n lL@widJLiﬂ“ of credits and of the socumulated
tndzbtedness in certaln payments. By the oo vl tions of the
sgreements now 1o force, the indebiedness iuv clearing &c-"

counts gecumdlated by the end of the year 5b to be liguidated

by the deb @uhtry by additional deliverels of goods during

the first ?hr“w monthe a@ the followling v@mx. in practice

vy agreemant Deitween the psriners, the 3¢”Lfﬁﬁﬁb0ﬁ »nu%bzuﬁw

resn usuaily is carriled over 1ln the clearing ac%&uu% to the
feliowing yesar. '

Vilelh g .
The cleaping method of aceounting permits ﬁﬁw Soviet

B
et £nd the countries of the socialist ﬁm%y to clesr ac-

counis wliih ong amcta@? without payment of gold er forelgn -

currency. Thanke to thia development, goonds e ezchanged be~ _ .
tywesn thea do sot weel wilth chatacles because of a lack of

gold or forelgn currency whilch causzs in the ganitallst
ceuntries to inteyrupi or curtatl the purchage of g@géﬂ amd

to curtall the lntended turnover of goodd. )

Under the cﬁp;h91¢w“ sgonowy, with ite ans
and the rulling element of tnm market, the

rory of proe-

duction se aaven-
tages of the clesring ‘method of accounting can not be suflfl-
ciently realized. ﬁ&”?ﬁnw witness to this are the proloage d

end Preguasnt disturbances of the evuiﬁmbriwg of the balance
of payments In g?a elesring sccounts betwesn L g&p$uali@i
countries, alifh 1ead te curtsilment of trade poeause of

N IS

rhe necessity of ezpendlog the tusufficlent resurvag mf gola

P =3
and free curreacy. | A {
Trade &ad payvtrt agreﬂmsnzs “of the Eﬁﬂ :it% the -

countries of the soclallist camp &I€ b i lE, At g”e o”%,




‘basically on a bilateral basls. However, 1t is desirable

tto widen this basis in order to use the advantages of multi-
lateral trade. A certaln broadening of the bllateral basls
already exists in the agreements of the USSR with certain
sozielist countries; in whichn it 18 stipulated that the
debit balance sccumulated in the clesring accounts Lo the
‘benefit of one of the courtries could be used by 1t -- under
conditions of the agreemente between the Interegted countries
-~ {or liguidation of clearing indebtedness created in the
accounts of the third country. S - - o
The planned exchange of goods 1n trade relatlions of
the USSR with countries of the socielist camp and the estab-
1ishment of the acosounts srising frowm this exchenges of
goods 6n the basis of clearing sgreements, makes it possible
to teke advantage -- for the purpose of broadening the ox-
‘ehange of goods between these countrles -~ of the multl-
lateral clearing sccount system. S
A prototype of such 2 system of multllateral trade
end accounting were the trilateral [61c] trade agreements
concluded 29 June 19U between the foviet Unlon, Poland,
Finland, snd Czechoslovakis [See note}. 7These trilateral
agruements, which included one capitalist country, Finland,
preseribed definite deliveries of goods betwsen Indicated
countrizs above the continganis establlshed in praviously
‘eoncluded bllateral trade agreemente. The multilateral form
of cocounting hes becoms widzly used only in these estah-
1ished supplenentary deliveries of goods. T :
' {[Ncte: | See "Signing of the Trilateral Trade Agrec-
ments between the USSR, Poland, Finland, and Crechoslovakia,”
Pravoe, 5 July 19%9.) .

2, oo, AN

' In scoordance wlth these agreements, Finland obligated

“herpelf to supply the Soviet Union with standardized houses,

saw-timpber, small craft, and other goods te the amount of
100 million rubles. The Soviet Union obligated itself fo
supply 80 million rubles of food stuffs to Poland and 20
million rubles of food stuffs te Czechosliovakia, for & total
of 100 miilion rubles. Poland obligated ltsell to deliver
ta Pinland agricultursl machinery and industrial goods
worth 20 million rubles. Lo ' a
— Aceounting ‘for these delliveries took place in rubles,
by way of entering the mutual cleimg and obligations of the-
counttries which conleuded the agreswent. | ' i
These agresmonts, whose accounting organizatlon has
undergone seme changes, were in forece for a muaber of years
“and heve feeilitated the exchange of goods between the partl-
clpating countries. ‘ . _ . '
The practice of trllateral accountlug is also used at
rresent in the payment agreements between the USSR, Burma,
arnd Czechoslovakia.

. The brodder economic §%ﬁ$ between the countries of |
<7



the secialist camp sreate favgrable condltlions for corganizing
fhternational accountling pe twéEen them on the basis of malti+
1ateral clearing. ' ' : ‘;yj‘
The system of multilateral accountling for the mutual
netary clalms and oblipations in foreigp trade and other

MO

aperations between counitries eliminates fhe neeessity of equal
1zing the balance of.paymemts witn esch particular counitry. as
1s the case with pilateral clearing accounis.

_ In June 1957 there was concinded betwzen the USSR and -
the Furopean countrieg of the pecple's democracies an agree-
~pent on the oroanization of a multilateral clearing. On the
basis of thls agreement there wes ereated in Mopood, in the!

. 8tate Bank USSR, an scoounting department (painta} which was
charged with the periodic compensation of accounts between

the given-comntr193 helonging to the pultilateral clearding.

& protocol. on the technigue of cendueting this mzltilateral
compensgtlon was gigned by the représc

) ntagives of the state
wanks of the participating countriss in July 1957 [goe nobel. _
“(INote:] Gesudarsgvennyy bapk SOSR rheate pank vssri, @
Mogaouw, Gosfinlzdat [gtate Publishlng House of Financial
idterature ], 1957, pages 207 ~208.} . o

The sgrecwent On the multilateral clearing sonciuded
i 1987 between the countries of the peeplé?s demeoracles
yept in force the bilateral clearlung sgreements existing
petween those countries. L . o
o The object of multila eral compensatlon -- bazed oa
whe agweem&mt'mentiened «- 4ig the transfer of sums determined

by mutual agreement which are not balanced by the annual bl-
1eteral clearing secount; the sransfer of scparate sums
frow the account of vilateral agreements TO the accounts of
multilateral clesring with the agreement of the interested
coentries; and gacounting for any goods offered by cne country
ro other particlpating countries. , , -
, Thus, moltilateral clesring 18, 8o to cpeak, & super-
structaire of the pilateral clearing accounts which are in ‘
force among the particinatlog countrlies. :

The form of clearing accounte in force in gapitalist
ipternational trade 1s successfully used by the soclalist
countries as a tool in the planned prganlzation of thelr
patusl exchangs of goods and paymentis fﬁw,theApmfpmﬁavof
widening and strengthening the econemic ties beltwaen them
and furthering the bullding of socilalism and comsunlsm.

4. payment Agreements Between the USSR and Capitalist
Jountries . o

s,

As we pointed out esrlier, the US3R bagan'cmnclmding
payment agreements with capltalist countries in 1932, when
i1n a number of these countries currency vegtrictions were

+ introduced which threatening the use in these countries of

- . . : §

e onnd
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_ Payment hgreements of ﬁhé‘USSR Prior to end During
- Porid Wer i = : — |

‘ pricr te Worid War II, in the peiled 1952-1939, the
Sovlet Unien soncluded clearing-type payment agresnments with
Germeny, treasce, Turkey, Rumania, Polasnd, and certain other
Coountries. - . ‘ , o ‘

o By thalr character these sgreements, except those
flth Turkey and Greece, were clearing agreexants of Lhe puré“
“type, with non-convertible palances and not preseribing the
ramittance of currency for pa;ﬁﬁnt*@f-imdﬁbﬁadnesw in the
- elsariog. ~ ' S ‘ '
o The clearing acsounts of these agrecments, sxcept of
the cgreement with Turkey, were carried in the single-a¢~
~count sysiem 1n the counbrles with which the respective
agrecments were comcludsd. heecunts were opaned for the
qtate Bank USSR in the central (rationsl) banks of these
countriea. In Germany, these clearing ascounts were openéd
pot in the central bank, bul in g4z private comneraiel banks.
, By agreement wlth Parkey, the clearing aceounts were
eontueted in the double-account system. The elesring institu-
 tien of the USSR was the Forelign Trade Bank of the USSKH, and
the clearing instltutlien of furkey -- its National Bank.
. The clsaying sceounts were sarried In the currencles
of those countries with whilch the paymeny sgreenents were eon-
cludaed, with ghe exception of Turkey, with whicl the clearing .
~accounts were asrricd in British pound sterlling. ,
Among the payment. agreoments conzivded in the 1932~
19839 perliod, a gpecigl plece was paeupled by the agreement.
petween the U3SE and Great Britain, which formed part of
the temporary trads pgreenent with that country of 16 February

1034 . g ‘ o
o e agreement was neltner a eleacing agreement nor
& payment zgraagment 1n the usual meaning of the word. Its
‘purpose wag the establishment of & deflnite corrclation be-
tween the monsbary paymentis and entries in the Ppalance of
payments between {he Soviet Uniloun and Gresat Britaln.
- The egraement of 1934 pregeribed that the ecorrelation |
of Soviet payments to receipts in CGreat Britain ghould be .
as follows: in 1934, 1:1.7; 4n 1935, 1:1.5; in 1636, 1:l.h;
. im 1937, L:2; and afterward, 1:1.1. - ~ v
e © 77 hmong the small number of countries with whom the clear-
1ng’m&thnd\@f‘acceunting wes adopted, only Germany accupled
 eonsiderable speclial jwportanne in the foreign trade of the
USSR, With 21l the other large cepltalist countries, incelud-
ing Great Britain, the 88, and France, the ps3R's forelgn-
trade accounts ware carriéed 1u that perled 1in the currenclies ‘
of the respective countries, which were at that time aenvegtibla.

"“gkﬁ’



World wWar II brought into further disarrey the inter-
national trade and currency relations in the capitalist coun-
tries. During Wworld War 1T, currency restrictions increased
and embraced the whole 1nternatlional payment turnover. AT
the same time, in all the countriﬁs.partiaipating in the war
and in the mejorlty of tha nevtral gountries, the Forelgn
_trade carried oD st that time was & regulated trade booause
of the regulation of exports and imports by way of license
1ssuling. v - ‘ : : ,

In these senditions, 1t was expedient to rebulld the

trade and account relations of the USSH with the resprctive

capitalist countries by concluding with thewn bilateral agrec-

ments on the exchange of goods and payments. Thase agreements

conformed to the sptepeste of Soviel forelgn trade. ‘ :
turing World War 1T, until the beginning of the Great

patriotlc War, the agyiet Unlon goneiuded pilateral agree-

ments on the exchange of goods and payments with ten gountries,

including Bulgsarla, Finlend, Swadﬁﬁ3~Ygg@ﬁlavia, Kumanls,

Hunpary, &nd others. ‘ o T . , L

Their Taglc dgistinctlion from pre-~war paymént agreements ‘l’
their pelng conmected with aimulbaneously con- .
eluded ngreements oD the matusl delivery of gocds. Iin these
azreements rnere wap foreseen & definlte guantity or [mone-
tary] amount of goods whilch the parties to the agreement in-
rended to daliver to one andther during & cdefinite period of
timz, usually in one vear. The goods deliveries agreed ppon
peiueen the pariners were shown in separate ligts attached to
rroge soreements. o e o ST ‘

mhe accounts for these wmutually delivered goods wore
carried by the clearing wethod. The broadening of the clearivg
nethod of gsccounting was also eaused by the cireumstance that
aceounting in cenvertible currency wes nmade aifficult during
Lh3 ver becguse of the blocking by the US governpent of funds
{r. neccants in US panks, not only of enemy countries and
those coacupigd by Germany, but also of & number of neutral
emuntries. At the peginning of 1641 this constraint was ‘
411egelly extended TO Soviet funds which were in accounts
4p U8 banks. L A ‘ L R
o Turing World wWwar 1T, articles regardlng goods in the
sgreements on the exchenge ©f Zo0GE and paymenita began (O
mean not only the right ea’imp@rt‘specific goods 1nbo the
other country, bul also the obligation of the other country
to take measures Lo ensure the delivery of these goods to
the other countlys partiaal&rly the obligatiod to issue
14censes [OT the export of the respectlve goods . S
© Tn ag much as the bagle cppke of the agreemenis on the
exchange of gonds and payments were yor the Sovietl Union, L0
obtain the roreign ROOAE necessary Lo 1t in exchangoe for
geviet goods, thﬁse_agreements wera bullt, a8 & rule, on the
pasls of equality of costs of the‘mutually axanamgad;gecdﬁ.

comalated in

.

M?AZ'




Currency.

‘ the lemgally unsgual positlon ¢f the pariles arising
from the singleé-account system opsned only 1in Bolparisa, Was -
rremoved by the specisl decree of agreement to the hanks of |
each party, eztending interest-free lcans to one another. o

o The eurrency in which the cleering accounts were carrled
was elther the local currency of the USSR's respective clear- .
ing partner, or 1ln U8 dollaxs. : . o

In the mejority of peyment agreements, the cleariog
rethod of sceounting was epplied snly to paymeuts for goods
deliversed and expenses cornested with it. L -

‘Many agreemente stipulated an equalization of pay-
wents by both parties Lo the clearing asccounts at 3-month
intervals. In 2lmost all payuent agreements there was fore-
spen definlte Lifits of permissible indebtedosss In the
clearing accounts. - In case the established limlt was e~
ceaded the debtor country was bound, on the demand of the
crcditor country to liguidate the indebtedness excaeeGing the
iimit with convertible currency or gold. _ :

The only agreement of o purely clearing type wad the
oné on the exchenge of goods and payments with Bulgaria.
The other.payment agreements were clearing agreements wlih
corvertible balances. : .
: The treacherous attack of Hitler Germsny on the Soviet
Union ¢aused the suppension of USSR trade relations with al-
most all the cpaltalist countries of EBurope with whom were
concluded agreements on the exchange of goods and paymants.

' fhe zoeds which the Soviet Union gucageded In obtaln-

ing during the Patriatic War in eertain countries by way of

ordivary commercial purchases, were pald for with convertlble

. The elearing wmethed of acsounting was appiled ﬂa&iﬁg
the Patriotic War only to the exchange of goods butwean the

. Soviet Urlon and Great Britain and Iran.

, On the basis of the apgresment on the delivery of goods,
credit, and payments which the USHER coneluded with Graat
nritaln on L6 August 1941, the accounts on the matuel dellvery

of goods were carvied by the clearing method.

The Soviet Unlen's balance of indeblednens in these ac-
counts wes liguldated, by the conditions of ibe agreement,
partly with cash and partly through the eredit which the USSR

obtained from Great Britaln. : 4
The agresment on payments with Great Britaln pre- .

i ‘
Ttseribed the single-acoount gysetem. A glearing Accouni WaE
~opensd for the State Bank U3LE in the Bank of England. In’

the clearing were carried all pagments on the exchange of
goods betwesn the two countries, ag well as payments for in-
rerest and the liguidation of indebtedness from financial
oredit extended to the Soviel Unlon by Great Brifaln in

1936. In additlon, by sgrecement belwzen the two banks, pay-

ments on other accounts could also be earried in the clearing.

e &3’ g pos ‘ V‘?



Existing Payment Acresments Betwesn the USSR
ind Capitatisty countrieg :

: After .the end of World Wer II, the trade ties with
Furopean tapitnlist countrles, interrupted during the war,
wepe resumed and the number of countries on other continents
with whom the Soviet Unilon entered into economic relztlons
ineressed greatly. This wade necessary concluslon with these
countries of trade agreements wonlceh prescribed not only the
condltions of trade but aleo the methods of pavmencs on

goods exchanged. o o - , o

The employmert by the Soviet Union even after the end
of the war of bilateral methods of trade and asceounting
with the capitalist countrles wése causad by a centinuling
dlsorganizatlon of international trade and internaticnal
carrency relations of the capitalist world. :

The regulsted eystem of forelgn tpade and the guan-
tltative limitations on Imporis introduced during the war
remained in force o & greater or tenser degree 1n almost _
g1l capitelist countrles. The currency restrictions in ‘
foreign trade existing prior to the war and in the newly
introduced restrictions in Greal Britain and in the ns Jorliy
of ~he other capltalist countries during the war, continued
in forece in many countries even after ita end. The unstable-
ness of capltallst currencies, the ﬁﬁtifiﬁi&liﬁy'mf their
guotation prices, trne digerepancy in thelr huying power, and
the chronlc inflatien jin the capitalist countries hindergd
tha ceablishment of muitilatersal snternationgl accounts.

T exlstence in almost all gapitalist countries of
currvency restrictions has wade 1t impossihle for the Sovlet
Cpian, in the first years after the war, to adopt in trade

‘ovn with the majorlty of countries that aystem of ac-
shose indispensible condltion jg convertiblllity of

-
3

¥

currancs. Howsver, in the pagt {&W years, the aslight de-

cresse in Weat Buropean sapitalist countries of currency o
restricticns, the introductlon of convertible currency accounis . _
ty Gpest Aritain in 1L9HT7, and in cther countries in the last

few yoars, and the creatlon ef the Faropean Payments Unlon

in 1950 hag created sonditions For a certain expansion of
trade end accounts outplde the timits of bllateral trade and
clearing agreements. ' ‘ T - S

H in connechion with this, the USSR bepen concluding

4with certain capitalist countries paymmnt’agreemenﬁafuf a
non~clesring nature, which prescribe accounting iy currencles
having limited convertlpllity. : ’ ,

' T December 1958, Great geitain and a nunber of other
West BEuropean capitalist countrics -- France, the Federal Re-
publlc of Germany, Ttaly Belglum, the Netherlsnds, Sweden,
Dormark, Norway, Flonland, and Austris -- introduced converti-

o
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pllity of thelr aurrencies Jor current secounts in the opera-
Ctiors of foretgners. This wmesnt the revocaiion of the cur-
rency restrictions in forelgn trade sxistiag in those ecoun-
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 dellars and other fully
“of partially convertible currencles. o I :
o The establishmant 6f partial couvertlbility of the
currencies of countrles mentlioned above makszs it possible Lo
corduct forelign trade and the resulting accounting with the .
respactive ccuntries on a multilateral basls. In this con-
rection, some of the above mentioned countries might b
interested in turning away from bllateral trade end the

* ¢learing method cf aceounting and go over to maitllateral
‘aceounting end trade. For thls reason, the currency relations

of the USSR with varicus capltalist countries are orgenized
éifrerentially, depending or the currency pelicy exisgtlng in

" one or another country.

From this poilnt ef vlew can be distingulshed at pre-
sent the following varieties of internatlonal currency raLE -
tions of the USSR with various groups of capitalist ccuntrles:
. 1., Accounts with the US, Swltserland, Canada, and
couttries of the dollar zone are carried out at present, as
vefore, in the freely convertible currencies of those coun-

tries, Ll.e., into US dollars, Owlss francs, Canadian dollars,
~and others.

© 2. Recounts wlth Great Britaln, the Federal Republiic
of Germany, and Italy (with whom at preseut the Soviet Unlon
has 1o clearing szreements) have been carried from 1959 1n

Cthe partlally convertible currencies c¢f these ccounteles,

4 .e., British pounds sterling, West German marks, and Itallan
Tiras. The currencles of these countries can be converted
freely in forelgn accounts for current operations in us
dollers, Swiss francs, Canadian dollars, and other partially
convertible eurrencies, and used for payments in the U8 and

in other third countriles. o : o

o ‘3. Accounts with countries with whom the Soviet Union
has concinded clearitg agreemsnts, but whose currencles huave
“now become partially convertible {Belgium, The Netherlands,
Swaden, Horway, Denwmark, France, and Bustria) will be conducted
a8 long as these agreements remain in force, by the clearing-
-account method. . - - -
S B, Accounts with these capitallist countrles which con-
tinue to malntain currency restrlictions and Llmltations of
their currencies and with whom the USSR has concluded clear-
ing agreements, are conducted through clearing. In April

1959, 13 capitalist countries belonged te this group. ;

“77 B, Accounts with countries having currency restric-

tions, wlth whom the USSR has concluded not-clearing payment

5
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satlonsl transactionss and, in sertaln cazes,

agreements, were carried to tne end of 1958 in convartible ,
Pritish pounds sterling, (Japan, Indonesls, Paicistan, Ceyioh, -
Sudan, and Trag). From 1950, Bpitish pounds sbevliliog, dn o
which thess sccounts were carried, hecsms & paytiailj Ot~
vertyible ocurrency. - | o v ’ R
6. Accounts with ofher capliallst gountrles with whom
the USSR hes concluded neither cleaping nor other payrent
sgreements, are carried In separste traansactions, g¢ither in
convertible currenzies of third countries or by way ol coOmpen-
10 the closed -

currencles of thése countries.

Glearing Apveepents

: By the middle of 1959 there were ln force tha follewling
clearing agresments betwsen the BeiER snd caplialist counirles
coencinded in the form elther of ¢rade and payment agreements
or in the lerm of gpecial payment agreemzntss with Swedan,
Korwey, Denmaric, Flnlend, Tceland, the Belglum-luzembourg
Beonomic Union, the Metherleands, Turkey, Greecs, Erance,
hfgrnanistan, Barws, Argentina, Anstria, Beypt, and Syria
(rua the GAR), Lebsnon, India, Tunlsls, snd Moreceo. Until
10535 there wes in force 5 ciesving agreshent with Ttaly.
GaR -- United Avab Republi ‘ :
eflect the speciflles

froeor .
Along with the peculiarities which r

of the econony and CUITERCY situation of the respectlve coun-
brlag, the above wenticned agreoments have many common fzatures.

From the peint of view of conditions for iiguldating
sndebledanss which hae aocumulated la the clearing ancounts,
slmont 811 cleaving agreswments concluced betwsen the USSR and
caplialist countries after the war are clearing with eonvers

e bhelapces. On the pasis of these agreements indebtedness
o focounts exceeding a certain 1imit {technlesal
=35l . are Lo be iiguidated by the debtor counitry durlng
the tire the agreewent is iy force with freely sonvertible -
curreney Jr gold. An excepilon was the formerly existing
agresment with Ttaly and the pregent agresments with Lebanon,
Purma, end, partlally, with the Egyptian Reglon of the UAR
[Se= note]. These agpeements belong to the catagory of glear-
{ing with non-cenvertible halances, agz they do neb prescripg
The opligation Lo LigulGate inderntedness by meana of ‘transier
ol carrency or gold during the tims the agreements are in
Forem. ] ' ‘ S . o

([Rote:] Doring the time the clearing with the Egyptian

negion of the UAR was in force, which is carrizd by glngle-
aecount systom in the Nztional Baulk of Egyobl, the indebtedness
of the USSR shove the ameunt of the overdralt may be ilgul~-
gated with fres currency, bub afber the cessation of the ac-
tive life of the apresment, the currency indebhtedness 18




1iquidated with de@?v*ﬂ;es of goodsn.) -

~ In cﬁﬁafiﬂ* agr“vrenua witi bcnvo"tibTe balances, the

;prmvisi&x prb%crialrg the procedure and condlitlong for con-~
verting indebtednuss 1o clearing aueaanuq is essential. '

- From the polnt of view of conversion ennditlava, the clearing
scocunts of The USSR with capitallist countries can be divided
inte two kinds: a) agreements in which the creditor country
ts pilven unconditioral right to demsnd et any time from the
debtor country the liguldation of indebtedness to her excesd-
ing the established 1imit with convertible currency or gold;
B) agreements whlch prescribe the obligation of the debtor
country to liguldate this indebtedness wlth cenvartible cur-
‘rency or goid only under certailn conditvions, in pertlcular,
in the event th“ debtor faLlﬁ, within thke time limit sent

in the agreement, to liguldate the indebtean@ss with des
liveries of gacdm.

n The @ifferencd between ﬁleﬁriﬁp sgrecments with unceon~-
ditionzl and conditlonal sonveraicn 1s that under uncondi-
tional conversion, the partiee have the riphf to demsnd the
tamediate 14 qmida?ien of slesring indebtednes axceeding the
pregeribed limit, but under conditlongl uOnVFﬂ% on they ocan
d&wana it only when thig indebtedneas will nut be eliminated
Guring the epecified time limit (for examply & months) with
deliverles cf goods and entriss of guyr nts on the clearing

~account for ofucr cperations.

‘ The USSR's convertible~balance. clearing egrneventb now
in force, these wlth Finland, Dénmarlk, @reece and Syria, are
conditional-conversglon clsarihg ALlL other U3SBR convertible
balance clearing agreements with capitalist countriles are
unaonditional-convareglon clearings.

0f the twoe various conditions for the conversien of
indebtedness sccumnlated in the cléearing accounts, only the
vneondltional-converglion clearing fully guzrantees the in~
terests of the credltor ccuntry, giving her the opportunity
of changing at any time the balanse accumulated to her bene-
fit into convertible eurrency or gold and use 1t far paymerts
in other countrles.

The nzcessglty of ﬁre<crib1n& in the cleariag agree-
mznts with capitalist countries the conversion of the clearing
palance of indsbtedness Into convertible currency or gold, is
“canzed by the faet that the Lmvnﬁnmemts of these ﬁuuntriﬁs
cannot fully guarantee fulfillment of the deliverles pre-
geribved in the agreementis. mhe ¢ deliverles are made by
private capitalist enterprises scting at thelr own hazard
and risk, and are not subordinsted to any plan. The govern-
ments of the capitalist couniries usually chligate themselves
only to issue licensesg for the import and export of the goods
listed on the manifests, and te take, within the limits of
the competence, other possible measures of assistance for
the fulfillment of deliv&riesjaccowding ‘to agreements.

~&7-



o - The Jlsturbancs of th# palance of payments in clearlng
S magounts can be the result either of the unwillingness of ™
fopelgn {irms to buy the spviet goods @p&ﬁ@ﬁi@a& in the lists
of the sgreements on the exchange of goods, or 28 & result of
the imponsibility of contluding gontracts with gaparete pri-
vote firms for the delivery of goods because the condltiorns
sre unacceptable, or as & wpgult of the vielation by these
firms of the tiue 1imits of delivary of the pespeciive goods
on &lready concluded cantracts. o ‘ :
There hove beer anmen Peoently Wnere aertain ¥est Buro-
salinz cirglen of. the

pean ¢ antries, unde? prasgure vom the ng
vs, have eprried on & policy oF sansing fTorelgn prade with the
JesRr and the countries of the secialilst camp and have for-
piddern thelr industriael fires te contiust trade rransactiond \
with Soviet foreign~trade crganizations. o : :
In commecilon with this, the right of the prpdlitor cOUD
te demend conversion of the balance secumalnted in its
or in the clearing scoount by way of tvansfer of conver-s -
18 curnency or gold, ae for the UOSR in thesd canes an .
jepensable puarantee against the compulsory srediting of

4

The existence of such 2 right maies 1p.pogsible for
es to perwit a sertaln acviation from the prineiple
uality of wetual payments, without having O agnvert
palance into convertivle currency esch tlae.
4] ‘e”'ﬁDEMSQﬁV€ftiﬁléébﬁlanaé agresnents

pole 80

3

rhe eguallza-

the bal

i

untry to ﬂi%cé&ﬁinmﬁs'and%r'c@rtain conditions,

o of gooda Lo the debtor country until the equili-
palance of payments in ﬁhﬁ*ale&ring aocounts P
resstaplished. Saeh & right was g;e:?ezﬁcmibeéﬁ for example, ‘
the pgresment on +he eXchange of goodd and payments GoOn -

dee el

uded by the U3SE and Sweden. ' v ,
, rpe phipalations explained &hbove concern the systen
for regulating the balance of peyments in plesring sooounts
Guring the time the pespeclive payment aprecments &re in
Argrce. After the cessation of the agresuenie, regulation |
of the indebtedness wvhich has srisen In the nlesripg ac-
counts takes place, &8 & rple, in the followling wW3y. The
central banks of the parties continue LO songpt entries in
the clearing goocunte on transactions which wWoere soneluded
guring the bime vhe apreement waﬁyinffaﬁc& and effact the
_cﬁyregpamding payments Lo the credliiors. 1f, after closing
the accounte for these transactlens, @ valance of indebted-
negs is left in the clsaring account in faver of ong of the

\

§o

Viafe X .
r1on of the balance of pagmaﬁﬁﬁ_in‘thw alearlng seoounts Lakes
placs Curlog the tilme the agresment ig in force cnly through
the dallvery of goods. In certaln ggr@emﬁﬁzﬂ on the gxohange
of goads and payments concluded by the Soviet Unieon with
ceritaiist countried there 18 pregacribed the right of the
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1

ﬂ"parties,Vthen the dsbhtor gountry is obliged, on demand of

the creditor country, Lo 11guidate lmmedlately, with con- .
vertible currency or gold, the entire balance and not merely
the amcunt exceeding the prescribed‘gredit‘limitb'v -

‘Pechnlcal Structure of Clearing

. By thelr techrical structure 811 USSR zleariag agree-
ments with capitalist,countrieﬂ now in force, except the
agreements with Egypt and Indla, ave based on the double-
account system. "~ These clearing scoounts are carried in the
USSR as well 23 in the countries wlth whom the respactive
ggroements were coneluded. Tne clearing instltutlon in the
‘GSS8R is the State Bank USSR and iIn the countries wlth whom
the payment agreemsnis were coneludad, the central (national)
“panke of these countries or, sometliues, apeelal clearing in-
‘stitutlions &s, for exemple, in Italy -- the CGuriency Offlce.

The State Bank USSR and the central pank or special
clearding institubion of the other sountry open speclal ac-
counts for one mnother through which are carried all ilrans-
sotions between the twe countrles for cperation&'enaompaaaed
by the glven clearing agTEement . o 0 '
o The. Soviet clepring agreements with Egypt and Indla are

Tl S

Cpullt on the single-account system, carried in the Natlonal

Pank of Bgvpt.and in the Regerveé Bank of Indla vespectively.
nhe unegual position of the parties resulting {rom the single-~
seoount system is eliminated to & certaln extent by the Lact
that these bhenks extend to the State Bank USSR interest-Lree
technical credit on the elearing. _

Tn the clearing agreemenis concluded among capitalist

countries and also in Soviet payment agrsements conciuged

prior to World War 11, payments from the glearing sccount to
exporters took place, &8 a rule, only in case of there being
a surplug in the clearing account of the bank which guthorized
payument. In the absence of funds in the eliearing acoount,
exporters and credlitors of the other countiy ware fforced to
welt until sufficient smounts were depositedin the account

py the importers and debtore of that country. Such delay

ipn receiving the sums owed +hem forced the exporters Lo re-
isert to bank credit and to charge off the interest on this

ﬂaradﬁt 1n the price of the goods.

I
In order to avold an ingrease in the prices of foreign
goods which this practies brought about, in the payment agree-
ments concluded by the USSR after the war there 1s presceribed,
as a rule, that a1l the sums owed to exporters ang other cre-~
dltors should be pald out ilmmediately after veing adviged of
the depoglit of the corpesponding amounts ipn the clearing ac-
acunt of the other country, regardless of whether there 18 a
surplus in the clearing sccount. In the absence of sufficlent

1

3
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fundf in}tha clearing %camuﬁt, the pespestive banks or elaar -

ing instituticns extena o 1+ to one mnother. In the ma JoTrly

of payment sgreenents of the olesring type, which the USSR "
concluded after the war with capitalist countries were, as &
rule, similtanecusly cennected with agreements concluded on
the exchange of gooda. In these asgreements the glearing me-
thod of accounting Wan prescribed for payments ol mutual de-
11iveries of goods and for expenses conreoted with the crohange
of goods, These Winds of paymente repregent the minimzsl ex-
tent of clearing. . However, in a number of fPunetioning agret-
ments the clearing method of accounting 18 extended outeids

the payments for goods exchanged o ceptain other kinds of

paynents. : o . ,

Thus, the agrecwent on the exchange of goods and pay-
ments with Sweden, which was renewed in 1946, prescribes not
only payments through clearing for goods deliveries and the

_expenses connected with them, put atso the following paymente:

for tranaportation of the goods through the territory of the

contracsting partles; ror chartering of soviet and Swedish . ‘

yocsels and for expenses of the vessels in the ports of the '
two countrles; for technieal aid and fﬂf-cgmatruatimn works

ané for upkeep of the USSH embassy and trade misslion in

Suae. den . ' ‘ B ‘

By the agreement wlth the Netherlands of 2 July 1O43,
ne followlng are aocounted through clearing: pavments for
goes Jelivercd under this agreement; payments for trangpor-
tavicn, insurance, and sea Trelght, znd for ship repalrs,
and obnoy expenses connected with tragds operaftions; and other
paveents permitted by agreement hetween the central banks of
the two .countries. o B ~ . S

After World War IT. in- the clearing agresments con-
ded netweson capitallst countries there. can ve observed 2

cens to carry a wider range of paynenis through clearing.

wicrioy has permitted the Soviet Unlon ro widen the ex- :
nayments carried in clearing in 1te agreemants on 0

210

o "‘.
aapis wlth varlious capitalist countriles. An example is8
agracment concluded in 1953 vetween the USSE and France.

‘ i learing method of
scoournting was extended to the fellowling payments: for goods;
other payments connected with trade gperations; for sea;
ﬂfiﬁers and &lr transportavlon, and for port and forwarding ..
cepvices; for insurance and reingurance; rer repalr of ghlps;
payment of interest and dividends; expenses for travel of &
“frade and cultursl nature and for travel of official delaga-
+ions; for the upkeep of +he embassles of the two countries
and of the USER tyade mission in fFrance; transier of pensionsg
and private alimony; and other paymente of a‘nomwtrada nature
(transfer of irnerltances and funds gained from the sale of

By the agresment wlih France the ¢

‘ - qg - ) “¥
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‘palance with dellverles of goods.

b

o

property) by agreement bebween the banks.

Tess broad ls the extent of paywsnts dovered by clesr-
ing in thejlgﬁg‘agre%memﬁ with Fgypt. Tahe cleoring accounts
extend, under this sgresment, bo: payients for gocds exchonged;
expengaa”eonm@cﬁeé with the exchange of gonds; exXpenscs of dlp~ -
1ematic, trade and ﬁonsularrrepreaenﬁaﬁivas; gxpenses for
travel for offlclal purposes; ard ebher payments by agreenment
between the baoks. Lo S »

. In all JeSR olearing agreewsnis, &s 1n the agreemant
with Egypt, it is stipulated that by agreement petween the

‘gtate Bank USSR énd the eentral,(natimnal)jbankvaf“alearing
spatitution of the other countiy, the clearing method of ac-

counting may be extended e other types of payments among the

countries, in additlion to those imdicatﬁd'in‘that payment
agreement. - . S . ' ' )

Thé devslopment of the npactice of long-term (3-5 years
which the accounts are carried by the clearing method (with
Finlang, hustria, and Franae ), MEans the broadening of the
elearing wethod of accounting. ©On the other hand, & wesken-
ing of the connection between clearing acsounts and speclal
goods contlngents preseribed In the lists of mutual goods
deliveries drawn up yearly can ke obgerved. With indlvidual
countries and 1n speclal cases, deliveries of goods pre-
geribed in the 14ists attached to the snrual protocols slgned

. prade sgraements with & mmber of capitalist sountrles, in

" by the pariners are being replased by the practice of trade
peyond the 1ists by concluding separate fransastions for the
- sale of goods, bubt with accounting for them through clegring.
. in the majorlty of cases tnls takes place 1u the trade with

eoantrics with whom ©he USSHE has concluded clearing agree-

ments with unconditional conversion of balances. In conned-

Ction with this, for the supplier country guch - transactilons
are eguivalent to selling for free currency, if during A

ahoert period of tlwe the other countiry dees not cover the

fne Currency of Clearing Accounts

. Im tme‘cléaring agreements cencluded between the USSR
land @apitaliszvcoumtrieg'the currency of ¢learing ls, &s a
mile, forelgn curvency. An exception ia the agreement with-

Pinland, according to which the clearing currency ls the

Soviet ruble, with anindication of its gold content. Another

‘exception 18 the payment agreement with Tebanon, according to
- which the clearing accounts are carried in the URBR in rubles
© apd in ILebanon in Lebanese pounds sterling. ‘ ' :

¢clearings carried in foreign currencles can be divided.

. into those whose currency is the national currency of the

elgaring partner and those which are_carried in the currency

-4 Y




ef a third country. National eurrsney 1is pregcribéd'in
vy, Denmatl,

the clearing agreeménts of the 18357 with Sweden,
. Norway, Iceland, The Netherlands, the Belgivm-loxembourg
Ecsnomic Union, France, Egypl, irdis, Tunisia, and HOrocs0 ..
Those in the currancy of third countries -- in US dollars --
are the clearing acscounts with Afgh&nistaﬂ,.Ausﬁria, Argen-
tina, Greece, and syria; and those in British pounds sterliing,
with Burma and Turkey. . S
In the USSR, Soviet foreign-trade organizetions pay
the State Bank USSR in rubles ror the goods - hought 1n another
country, no matter Im what ecurrency the clearing i1g carried,
‘and they also recelive rubles form the 3tate Bank for the goods
) they sold to the- organizations &nd s ypms of olbher counteles.
- In the same way 8Y2 sccounts carrisd in the gountries with
whori the USSR has concluded plearing agrecments. B
 The State Bank USSE and the correspondlug ecentral
(natianal) pank or clearlng ingtitution of the other country
reénder -- &t the goling guotatlion price - the amounts en=-
tered cr pald eut in thelr local currency into {he currancy
of the elearing &Gcsounts of the glven sgreement. -
~ In purely clearing operaticns, which do net permlt
conversion of the balance into cénvertible currency or gotd,
ths currency in which clearing accounts are carried is a
cloged currency. L . ' ‘
If, 83 is prescribed 19 the wajornity of clearing ac-
counte concluded beiwesn thé USSR and capltalist countries, : i
the crsditeor partnsr in the clearing acsounts hat the right
te demand conversion of the balance secumslated in its faver
into convertlble currency or goid, then the clearing currency
pecoes & convertlble curvency. Bowever, thiz convertibility
18 torited only by the amount of the balance exceeding the
estnulisned tmehnical erodit. These amounts ave 1iable to
1igraduti ~th gold or freely convertiple foreign currsncy.
' mck as the prices for the gooads supplled by ‘

!
the agriement on the exchange of goods and payments may be
pbetueen the Soviet

+g in the contracts concluded
elgn Tirms OF organiza-
tiong, aot in the clenring currency but in some other cur-
renay, in & number of payment agreements concliuded by the
USSR there 1g prescribed the ration at which this cUrrency
should be converted into the clearing currency. o

egtab:livn
foraign-vrade organizations and for

4 Regulating the Palance of Payments i Clearing Accounts

Tecrnical Cradit
1th capltalist countries are

of payments of the coun- ,
rinite (half-year,

A USSR ‘clearing agresments W
pased ou the principle of equal%ty
tpies in the clearing acoounts for de
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“which is not regarded

Camwount of technilesl

7*caw?y}pavifﬁs of time.,

o in sc?s?va ing clearing ﬁﬁ?@”mmﬁtﬁ hdtu ¢zeLv&ﬁLal coun
tries, the Soviet Toiaen duh&l@d bas no intentilon of ﬂzcv;dng
them credit in any fobm; or of making use cf'?he%? eredit,

Ao

The purpose of these agreecwments is Lo obbtain, in exchange Ffor

‘wﬁvdet gooda, & delinite amcunt of forelgn gﬁgﬁm.

K

Short-term inbalances in the balance of paywents in

the clearing accounts are inevitable for the many roagons
showrn above [see Section 2}, pf¢nw&ﬁa11y because 1t is i

i\«.v
poseible to coordinate the amounts eand dates of matual ¢

i,"r

“1iveries in sueh a way thet the payments of each of th@

p&rﬁpefs should &1%#V3jﬁqaui the other's. : :
For this weascpn, in the clearing agra@mentg concluded
by the USSR with gdpmﬁﬂ&%ﬁi ccumﬁf g8 there ls prescribed a
definite limlt of indegte ness in the nLaaﬂ?ng accounts
as & viociation of the gouality of the
walanee af u*ymﬁﬁtu, mmbbin the limits of the corresponding
awount the State Benk USSR and the central bank or clearing
institution of the other country extend one anotber interest-

ERS

free credifi. _ S
s The amount of this technical eredit is usuzlly estab-
lighzd ﬁmﬂﬁﬂﬁ&”g on the amount of goods exchaenged among the
countries which have concluded the glven agreemsnt, as well
ae An ﬁanaﬂ;633@ on the natvre of the goods su ggmjad Lv Lhém
to one another and on other factors which couvld lead |
lapse in time between the mutual deliveries of %Qﬁrm:

in force the

In g number of ci,wrﬁﬁﬁ ay ream&nﬁg oW dr
credit is ﬁywbli ed on the followlng

the ”frﬁﬁmfﬁt with Sﬂa.eng et JGQ 000 Swedlsh

scales »'w
LT ONG 385,u3@ Mﬁ%%@ﬁ, with the Belpium-luxenbour( Fra

mia ghﬁmm at 20 millicn Belglan francs or bQu G006 rubles

with the Netherlards, 2 milllon §217¢?I o EQ%, 00 zubie“*
with France, 1% milllion U3 dollars or &0 mﬁ¢1iaﬂ rubler; with
ﬁ?gﬁﬁ*ina 11 millien U3 dollars or B witlion rubles; with
AL'E .u¢§33F‘ 200,000 U8 dollars or 800,000 rubles; wlth

L m¢11&an Us dollars or 4 mlfiimn rubles; with Frusand,

Grvev y
60 million rubles; and others. . , :
Indebtedress in the clesring accounts ewva"img'tha
established limit must bg iiguideted by the debtor country
?uflm@ the time periced indicated in the agreene nt‘ L o
L In the mﬁwarﬁbg af payment agreemepts there pres i
tﬁ&m of the

seribed a review by the “”?F@%Eﬁt&u¢V£% of potlh par
fn’i ¢1m@nt of mutual deliveries and the balance of payments
in the elearing accounts. Such & review takes ploce 8t pre-
vioulsy established periods {uv@P? three months, 8ix monthe),
or as ”QUVEAiﬁht in certaln agreements 1t is és»%b3l%n£é
that the repre vsentatives should alsc recomrmend to thelr govern

mw.z* maa"ur”J necessary to reestablish the ecvi]ia,mum of

- ' ) lr




‘payments in the ciearing accounts which have been aisturbed
by one of the partners and for tae comnlete fulfilliment of
deliveries prescribed in the agreement on the exchange of goods.
‘Computineg Iunterest in Clearing Accounis :
¥ B NuUmbST OF olearing agreemenvs conoiuded between
the USSE and capitallst countries there is preseribed the
charging of interest on tndebtedness accumilated in the clear-
ing accounts exceeding the established limit. If the creditor
partner, havirg the right to demand conversion of the balance
inte convertible. currency or gold, refrains frem exerclsing
this right, then it means tnat the partner has extended credit
to the debtor partner for the corresponding amounb. The eX-
tension of such credlt glves the creditor the right to demaud
payment of Interest. By agreement between the U3ISK &nd cer-
tain capitalict sountries,?2% annual interest is charged on
this indebtedness in glearing account. , ,
Recaiving interest permits ihe eveditor country to .
waintain the corresponding amounts 1n the clearing socount
and not to demend thelr conversion into convertible currency
or gold when there 18 no nesd for Lt. Credlit extended 1n
sneh form s called demand credit. : :
The amountsin the clearing accounts exceedlng the Limit
of ipdehtedness egtablished in the agreement, though expressed
in the appropriate clearing currency (usvally ip the loeal
the clegrling partwer), ray be regsrded -- as a
fne credltor to converslon -- &3 funds
en 1if the given currency 18 not
With the exlsatence of &
guaranteed against devaluation.

eurrency of
rewrit of the right of
in convertlble currency, €v
foliv ov partlally convertible.
gold clauge,  thase apounts are

nevaluation of the Clearing Currensy.

Teorantess Agalast

ives marnal funetionlog of the clesring accounta pre-~ -
54 marisin etabllity 1n e clezping currency. A a ‘
instability in caplitaliist currancies in the

the deepening gneral erisig of capitalism after

that the amounts 1n The clearing &c-
counts ar the USER, represented in Toreign currvencles, would
dose thelr value wias not excluded.

- o svold this, in the agreemen _
the USSR and capitalist counteries, there is 2 gold or currency
clause, Ln the event of devaluation ox Bome other drop of
tha clearing currency price, the patance of indebtedness
socumulated in the clearing accounts 1s o be automatically
reconpubed, on the hasias of Gthese clauses, at the same ratlo
at which thre change in parity or offieinl rate of this our-

rency took place. :
In the ms jority of the

s el T
resld ol tha
conditiona of
World war II, the danger

ts concluded between

above manﬁioned~agre@m&nts, the

1
wed




in agreements on the

Wl

Cgold and currency clauses, the balances &ce
ol : 5 E

Thn the event of elther lowering or ralsin

gold clause serves as a mesns of ensuring thre balance Irom
de-evaluation. o : ' : : ‘

o < 'Rarer for this purnoge is the 1nelusion, mat”éf;a
gold, but of a currency (dollar), clause. S o
CBhn example of & gold clause stipulated in the men-

Ctioned agreements ls the taxt of the clause in the payment

sgreement concluded betwaen the Soviet Unlon and the Belgivm-

Tuxewboueg Econcmie Unlon on 18 February 1948,

TWrE the parity of the Belgian franc (56,263,795 Bel-

gran frang%vegualﬁ ona‘kilﬁgram of pure gold) relative to
gold should change, then the baleznecs asccumulated in the ac~

counts described 1n Articie 6 shall autometlcally change

on the day of occurrence of said change of parlty in the

game proportion as the change in parity.’" , L
Due to its monopoly of forelgn trade 1t is possible

for the Soviet Union to regulate ite trade and the resuliing
_sceounts with the capitalist countriles 1n suc

] h & way a8 to
avold accumulation in the clearing secounts of sny indebied-
nens relative to these countries, ' ' ' . S

The sdvisability of including gold or currancy clauses

the exchenge of goodg and payvments with
capitalist countrlies was clearly ronrfirmed Guring the mass de-
valuation of capltatist currencles in September 194G, The
devzluation was effected, 1in part, in all capitalist countries
th whow the Soviet Unlen had concluded clearing-tyne agree-
ments. - Due to the gold and currency clauses the Soviet Unlion,
which had credit palances in its clearing actounts with these
countries, succeeded in avolding losses whieh would have been
anavoidable otherwise as a resull of the devaluation of the
gurrency of the countries mantionad. By the force of the
amulated in the

wera recomputed elither by ralsing the price of gold

acoounts
or by ralsing the exchange rate of convertible currency in

+he currency of these countrles. B
o aueh a recomputation was made in accerdance with the
stipulations of the clearing agresument ¢concluded between the
usoR and France after the French franc underwent a Gevalua-
tion of 18% in December 1058, ) ' A
The gold and currency clausds prascribed’in'the ahove
eritioned agreements are bilateral, i.e., they are effective
g the price of theéi.
regpective currency. However, Instancss of rises in the
price of capltallst currencles, ap was pointed out earlier,
are & very raré ocourrsiice. ‘ : L

Neri~Clearing Type Payment Agresments

The‘cmmclusimn of payment agreement$,offa non-clearing

.




'"&hu gaan and the Federal Rew

type ?lth_ﬁgﬁ yarions capltallst eountries was conditicned by
the silght decrepse in theoe countries of currency restric-
tione and their transliilon te accounts in ‘transfer' curren-
cies end, later, 19 gcocunte in currencles with partiel conver-
t1bility. ‘ : 4 - :
‘e modt ﬁignifiaanﬁ_of the agreements of this sert waa
tne 19MT payment agraement with Great wpitain., oOn the basis
of this agreemant, the Soviet Unlon uHas extended in Great
Eritain the system of "transfer secaounts® in pounds sterling
i1p British banks. USSR palences in pounds gteriing in these
accounts could be trangferred freely to he pount-steriing
accounts of the countries of the st2rling vloe, as well as
o the accounts of ail other countries takling adventage of
the right of "transler socounts.” Almost all countries made
use of such accounts. Ralances in the transier gcoounts in
British pounds aterling eould bve converted freely by the USSR
into the currencies of other capitalist covuntries -- zxespt
into US dollars, Swlag {Tancs, and Canadlan dollars -- &3 well
as into the currencies of some Latin Ameridan sountries of
the dollar soene. , s -

The aysten of trapsfer acecunis wideped conslderably
ternational conversion of the British peund

the sphere of Int ‘
gtaprling, turniag it ivto a4 currenay which wew® sonvertible
syto a Large number of capitelist currencles. At the rane

tiwe, In pfaatica,ﬁritiﬁh pounds ateriing conld even he coOu-
vertad into US dollars by seliling them for the latter on the
private - sarenty market in New York and Zurlch with sone 4ls-
£1-26) on the offietal guotation price.
A ooty paymant agreements were goncluded 1n LO5T by
e U4OK with Italy and the Federal Repvblic of Germany.
vitn Itely there exisgted uvntil 1957 a clearing agrea-
r-gonvertible palances. On the pasis of the
ant concluded betwesn tne USSR and Itely at. the
7. foreign-trade scocunts between the twoe sountries
o P2 cprried net in clesring, but in Ttalian lirs, with
2 sgniertibility. Balances in the USSR's current ac-
. <+ [oelian banks in llra govld be freely prensferced
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Lo gecotnts An the lira-country mepbers of the Eurcpsan

Purrents UnLon. ‘ - - : T _
emant concluded balweedn

fy tue basis of & trade agre

sblle of Germany(FR3) at the bel
ginring of 19%8,'f&r@igw»trad@ acuounts and thos= f@r,qthen
current operatlens wWers carried in beubnche Marks. USSR
balancas 1n segounts 1o FRE banks in marks aerild be tparnaferreld
' sfecrable accounts in other coan-

sreely to waErks 1n the trans

rries and sonverced iuto a1l capitallst currencies with the

excenbicn of 13 dollare, Copadian dollars, snd Swilss francs.
" a were conciuded with some

fpg de -payment agreement
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canpitalist countries whioh praseribe the carrylug of pooounts
petween the USSR and thede countrise in forelgn trade and
-Qpergticns~¢&nmecteﬁ‘With 1t, directly in Britist pounds :
steriiqgn(in’transferrabla scoounts). ~Such agreements Were
concluded with Indonesia, Japan, Ceylon, iraqg,and Sudan. o
After the conversion of the Britlsh pound cterling, at the
end of 1958, into a perilally convertible currency for the
accounts of foreigners, accounts with these countries became
~accounts in partially couvertlble pounds steriine. j

) , The characteristic feature of noa-clearing Lype pay-
ment agreemants wlth the countries mentioned is that foraign-
trade accounts of the USSR with these countries are carried

- peither in the clearing system nor in their natlonsl curren-

T etes, bab in the currency of 2 third country -- Belitish pounds
gteriing -- which beeame at the end of 1UE6 a partially con-
yertible currency for current acasounts.

The anangeover at the end of 1953 of The Eritish pound
sterling end the currencies of Westy European caplétallist coun--
tries (with the exception ef those of Iceland, Spaln, Greece,
and Turkey) inte convertibls (for current operationsg) cur~ ,
rencies ir the accounts of foreigners ereated & new conditlon
in the international currency relations wlth these countries.
Baerzuse of the partlal convertibility of their currenclet,
the spheve of multilateral trade and accounting wldened,
which was in agresxent with the forelgn~trade interests of
the USSR.  In the event of a credit foreign~-trade balance
with one or ancther of thosge countries, ths USSR covld use 1t
for payments iv third sountries when the palance of payments
wlth them was not in its favor. The surpilus of pounds ster-

iing resulting from a credlt valance of payments with Great

Brifain could be, for example, converted into U3 deollars by

the USSR and spent for purchages of goods in the Us8. The
possibility of multllateral scoounts eases the trade maneu-

vering in capltalist goods markets for the UBSE.

T e USSR has concludad clearing agreements with moat
of the countiries which have establighed partial convertibllicy
of their currencles (France, the Belginm-Luxembours Economie
tnion, The Hetherlands, Sweden, Denmari, Norway, Finland, and

Austria). we introdacticn of partlal convertibility of the

currencles of these countries does ot by itself mean the

ecesaation of the apgreements on clesring accounts. Neverthe-
«ﬁe&ﬁ,-amaunts +n the clearing accounts in the currencies of
these countries will be freely convertible only 1f they ex-

ceet the limit of technical credit established In the corres-

pondlng agreements. At the same time it 1s not axcluded that

asome of these countries will reject clearing geeounts with ‘
the USSR and will want to go over to accounts in thelr partially
convertible currencies. Tn this casa, the USSR ie deprived of
the possibility of uging in the seeounts with the, countries
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the smount of tbehﬂical ;eé$ permitte
engure payuents on ﬁu%“*%w YWW*iﬁuerudw and othér opera-
tions, the State Bank USSR will have 1o maintaln in ifa
agantial (korresponde ﬁtswzg) ﬁvﬁau te in the banks of these

or other countries with whom 1% has no clearing sgcounts

eufficient reserves in the corres @GT&lﬁa, pgidmuliw G OTH Ve -
tible currencies., In rﬂmtiﬂe it wilil meen the necansity of
ipereasing the USSR's e@arvaa of Yorelign convertible currendy .
The auﬂvenﬂL? " West European capitallslt cour :
which, at ths end of *@3% %3gamw annvertible for current operse

tiong, do notb havs zuf;ic nt stablility. The Jﬂtidﬁ ction of

yvrv%rtﬁ%iliﬁy wag brought a? it n by & haslo iﬁ;ﬂﬁ%?ﬁ&ﬁu
& the economle gnd carreﬂav sltuation of t Britein and
other countries, but by the actlon of temperary factors. Thus,
for example, ﬁrae? myieaints bulance of paymer gitugbion
Cimporved in the main &s & ragull of the decresse 1ln pr Gﬁa
of the pew materials 1t¢ imported as @ roesult of the crisl -
and because it receivad conglderable f grelgn eredite. - Tt .
1a rot excluded that with a chenge In the favoreble condi~
tione on the capitallst world warket, some of th2 partia L1y
salue and/or agsalin
rencies. For this reason; forelgn-

convertible currencles could loge thelr
s eme noneconvertible currs
socount the

panizations of the USSR mu”i talke into

g Or
seiblo currency risks when congluding trade and oredlt
rensactions in the currencles of the axi?*%f”ni aned coun-
ey ang bo ad4oph ﬁpgrﬁﬁfiﬁuﬁ measures to nrevent them.
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CEAPTER VI

THCHNIQUE OF ”(hUUCLIN THE USSRYS THTRRNATIONAL
ACCOUNTING BY THE STATE BANK

In cordormance with the UDnF 8 ourvurcy legls Tationg based
on the principle of zovernmental monopoly of currency, the inter.
‘national accounts of the USSR ars carried fhrough the State Bank USS
ard partially fhrough the Foreigrn Trade Eank USSR, . ‘

The irternationsl accounts of the USSR are carried alt the pres«
ent time ky‘%hc Stete Bank in the form of cléaring secounts prescribed
by the clearing agreemenls concinded belween the USIR and the respens
tive countries, as wall a3 in the fowmm of ordurary bank drafis and
transfers sutside clearing, which take place throvugh the agential
secounts of the State Bank USSR in favmign bhanks,

The majority of accounts carried cuteide olearing are carried
+ by the State Bank thrmngh foreign banks which are the correspondents
[agents] of the State Bank {or the Foreign Trade Bank). Such corras-
pordents exist in all forelegrn states with whom the Soviel Unlon maine
tains trodé relations or othcr formu of economic tles.’

' The correspondents of the State Bank USCR and th& Forsipn Trade
Bank are the l&“g@ﬂt end most solld banks of the respentive countries.,
Princip a@iyﬁ tﬂb&b banks are privete conmerdisl D&ﬂ{S, but in some
courtries the agentisl atthorid by of the State Bank Jor for@ignntrade
soocunts 15 also conducted by the central (nationsl) banks. '

- For 5&03mnﬁ$ carried oubside clearing, transfers of foreipn
currency from the USSE abrosd and from abroad to the USSR may take
place either through the State Bank's agential aceounts in foreign
bank s r.‘h;eagn the agentlisl aceounts of forzign banks in the State
Fax ik P .
Fareign sgantisl sceounts are current arcomnts of the
banks of a glven country, which are opened in the banks of other
countries for the purpose of Lvlfilling payment orders, trunsfers,
letters of credit, commizsicns, bills of collectlion, and olher orders
pilaced by barks on one another. :

It is necessary to dvahzﬂguiﬁ; between agential accounts "Naose
t20® (cur accounts) ard *Loro® (their accounts), From the point of
view of the State Bank USSR, agenﬁial acesurts "Hostro® are those

asccennts opened for the State Banl in foreign banks. Agential accounts
"ore® are those op@ned for foreimn banks in the State Benk, From the
point of view of the respective foreign banks, the State Bank's "Wos-
pwo agentisl acoounts cphnad by it in those benks will be Plore!
sccounts to those bankss and the "Lore® zccounts opened in the State
Bank by the forelgn banks will, to the forelgn banks, be "Nostro®
secounts.
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A rential relations betwesn the State Bank (or W@rﬁr‘ . Trade
Bark) ‘and foreign banks can bz bilatersl or m.x.lawm Agential
ralstipns have 2 bilateral charaster When tho foreign buﬂh in which
an account is opsned for the State Bank, opens in turn an sgerntial
zacount in the State Bank, 4 gential rolaiions are unilatoral whien

zn agential account is opencd for the State Bavk USSR in the forelign
bank, but the forelgn bank has no sueh acneunt in the State Bank; or,
the farc,...gn bark has an agentisl scoount in the State Bank but Lh\,
iatter does not have such an acesunt in the foreign bank.

Tr the countries with which the US3R hzs po clearing-typs
peyment agresments, in the S w‘m Rankls ggential aecounts Mostro®
in the forelgn banks arv:, derosited the smounts veesived in payment
for Seviet moﬁ sold in these r«,m:%,:cim, uE w»u as any other nonge
tary aceruvements deposited to the credit sf Soviet fox mmmmwa
organizations and go “»*ez*men’tm institutions of the ULSF Wn the re s
pactive courdry. :

For the amount in f:‘mm.g*: eurrency deposited in the agential
ant Miostre®, the State Benk copens in Torelgn banks 1atter-of
aceourtes and effects on order from uwmﬂ*m“bmdu Orpand B
ent other Soviel seonomic organizatlons and institutions paye
ts foreign suppliers for the goods purchased. from them, pay=
for trade and *rwﬁcw’*&?lw e-“menm,‘-,‘ for interest ard
dation of eredii obligations, as we 11 &5 effecting monetary
sfers of o non-trade nature from the USSR abvroad. -

Sews of the accournts for Soviet export and non~tra Jm m\wﬂ ions -

map also be carried in agential ace sunts Moro" opered in the State

3

=5

f&ﬂk by Lorelisn banks. hus, when the foreign bank has an a#antial
sceount in the State Eaﬂk iwrﬂlgz buyers of Soviel exportd gm@dﬂ
car: open through the raspective banks LFuEHf*ﬁfwﬁ?&ﬂlﬁ accounts
in the Sitste Sank USH F‘ ard can slso effect through this bank other
pavmants in favor of Soviet esonowic organizations and institutions.
Myde in the "Lore® accounts, the State Bank can also effest

rg from forslen mﬁnis for non-trade operations.

Tn 211 cases, in order that a sufficlent surplus be created
7ﬁ the Ylero! account Qf a foreign bapk in the State Bank, ageinst
hich account the State Bank can effect orders from its fwrﬂvgn
“agent fa? e*tnra &b v*eu1+ and tyansfers, it is necessery that the

forsign bank first deposilt b& eqrr*@pnnﬁiJQ ameunt of forelgn
currensy in  one or another "ostre" account mf the Stete Bark in
tha given cmunurve

Tius, even as regards carrylng cér*%in pavments in & "Lore®

asount, the smcunt of forelgn cuvrency has firet to be deposited in

the Roctre® aseount abroad of one or aﬂﬂtkwr foreign apent of the
State Bank. The accumuiation of funds in the "oro" socounts of
foreism banks in the State Bonk USSR may aleso arise from deposiis
ilﬂ those sccounts of foreign currency swed by Soviet buyers of

aveorem

2au
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| foreign goods, if thie ie preseribed In the given conhrant. '
- An apentlal seosunt Miortre? of the Sista Bank con te epensd
gither in the cnrmensy ol the courter of the re spestive forsicn
bk or in the currescy of a third eswnbry. A Moo -
geconnt of a forelgn bank An the State Denlk UDSE mzy ba opensd
ediher in rublaes or $n Foraiga CUYTRCT. , ' v
Ta order to enmure panctual paysert ¢f the foreign cradit
snd trode obligotions of Sovish economie organizations and Anstlie
intions, the Stete Bazk keens in s4s sgentizl "Noobmo! seomnts
4y Poreign benks SuUrpivses of the respestlve forelgn onrrenclas,
e funds kept by the Stats Bark In verious forelen cur-
rencies in ihe safes and in agartisl "Nostro® aceounts in roreigh
renke form part of tha enrpeney recerves of the Seviet Unlian.
. The foreign-trade and cmedll cbligations of the USSR eve
expressed ln varioas foraign currencies, For twis rasmson She State
- DBenk USSR smst alwars. keep nn eye on the stete of ibs ouIvenly
ragarves in every foreten corrency and tn tale timely messures for
the conversion of currensy which it has in abundance into enrron~
eles vhote supplus 18 pot sultisient 1o meel vrgent eurrent obli~
gations_ 0 those carrencies. ' ' '

ip

In carrying out these operaticns it is pocsible for the Stalte

Cfepk USSR 4o base itself on the plans of the G35k s balance of pay-
moaets, dn which ave Foressen juture deposits as well As peyments whieh
w311 deplebn Tne voserves of certein forelgn currencilas,

A% the present time the majority of tne JS5R's inderaatienal
foreipn-trade accounts are carpiad by wey of clesring aceounts,
Sneelal (elearing) accounts opensd by the Stale Bank for the central
rapks ¢of the respective countries, a8 well &s special accounus Op ried
by the forszlign cenkral banis for the State Bank, &re a spocial fora
of agentiszl secounts. :

s most important fealnre aistingaishing clearing seeounts
from regalar agential aovennts Is that the eomdust of sertain Yot v Fet
+ise through clesring accounts 38 ebligatery for the resl and legel
persens of the meantries which have cotsinded s clearing arreenend
betieen themselves. Aveidense of aceounting through clearing 45 regard-
&8 a8 i infractinn of the law, In the ebsepca of 2 cloaring agree-
ment, botween the rogpactive ceuntries, exporters and importers of
those countries may setile sccounts with cne sncther either directly,

- witheut the parbticipation of tno papks, or through the benks of ihe
two conntries, In this case, the apprepriate acaounting will be
napdied through the regular agential aceounts. L S

A% the same time, in dd stinetion from regolsr agautial accounts
throngh which may be sarvied sny secsunting and cperations betwean
barks, through the clearing accounte meyitake place only devesits ands
payments of finds Yo thuse operations which sre proseribed in the \
clesring agreements with The respective pountrics.
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i The sgentisl relations of the USSR with foreign central :
banks &5 repivds clearing agresments have, 85 8 rule, & bilateral
nature, as in almost a1l of these apreements the dovblewacconnt Sys-
tem is used. ’ ‘ : v e
T the double-acscunt syctem lhe techmige of clearing avcount-
ing prescribed in the USSRYs respective clearing agreemente with
capitalist countries sonsizts ef the £following. ‘

Soviet foreign-trede and other economins organizations and
jpetitutions deposit the amounts they owe 4o the firms, organiza-
tions, and instituiions of the other country for goods supplied,
serrices rendered, and for other operations encorpassed by the given
clesring agreement in the specisl (clearing) account of the gerchral
bark of the cther country which has pesn opened in the State Dank USSR,

Tn turn, the amounts owed to Sovieb foreign-trade organizabtlons

. and other govarnmental‘mrgaﬁizatians.&nd inetitutions for goods sold,
services rendered, and for other accouniing encempassed by the cleare
ing. are deposited by the foreign firms, organizations, institovdions,
ard persons in their own country, in the special {elzaring) account
opened for the State Bank iy the central bank of thabt country. The
Strte Bank USSR and the corvesponding foreign central bank ‘
rotify one another of all suounts which have been depesited in those

ezl {clearing) acsounts. After receiving such notification the
te Bork USSR and the correSponting foreion central bank or clear-

. institution immediately pay out in their ovmn currency the emounts

ed in the other country to the enterprises, cvganizations,

tinne and persons to whom these funds o due. .
¢ technical system of claaring accounts deseribed i3 applied

nt only to the USSR's aeccounts with the capitelist countries
with whom tilateral clesring sgreements were concluded. With the
cenntries of the soclalist camp, this system hns urdergene cerlsin
changes afl . detroduction in 1955 of a new form of accounting for
spart ard import transactions —- the "bill of collection with immed-
tats pament” forp. With this new form of accounting, the transfar

of Minds in clearisr acesunts begins in the central bank of the coun-
try which has sold the goeds, L.ge, the exportig eceuntry, and not in
the bank of the buyar {imporiip) country, as in other fowmms of
accounting. o : : o '

The central bank of the exporting gountry paEvs

the seller of the goods immadiately after they have been presented

te it, and debits _thet . amount  fo the clearing account of

the bank of the puyer country, sending it the goods involces together

with the Hotification. On recelving them, the pank of the Luysr couie
try coliects from the buyer the amount paid out to the seller by the
bank of his country and credits the clearing zoegunt of the bank of
the seller country. During trade ensratione, the '

secounting connected with 1t 3s thus terminated. The paying out %o
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effecte’ by the bank of his country indeperdently

the s«a"i.er is’
tug of the ¢l e:‘?ing* aceount iu the bank of the buysr couns

of the st
’g:!b"ﬁ .
(erndm:'i:.i.h{' this awm' bing throuph %mﬂai (el saring) aw:mnﬁs_
o5 b oalways msan, hovever, mi’ tha ftate Dank esascs using the
r;-i g of its reguliar mnigrx arents, l.e,., Lhe privaie co m::mi.al
hmu of the country with vhm, . the clearing Agmemeﬁnt was aunclu-
fiws, In & wmﬂr of espitalist eountring the central bank ¢rF clesi-
ing institubion ecarrving the speelzl {elearing) sccovnba dess mot

ordinayily oe,aL with lebiers of oredit, blils of collestiorn, and

other oporaticns connected with servicing foerelgn-trade ace:-rvm‘*’z;s;

Cl

(437
8

Fop t is rc:mm the State Benl, despite the existence of & cleuriung
sgreosent with & given countyy, apens & letlterofweredii acoount and
gives . . blllaofenellsction av 'ﬁhﬁz“i""'l‘ et to the cenbrnl bank care

rying the clearing accounts, but to ibe privaie commereial banks
vhich zre its agents in the rﬂ«.m\, cematrye In this case, the

e
State Bank, giving authority lo the f reign agentehank to V,pm for

£

the State Bank o letter~of-crefdit acoount in favor of the forel on
sapplier of geods, ecredits  3is spee! tal {clm Ting )

asocunt & the forcien csr;::t‘r*'»u. bank or clearing ins bitatd lon, glving
he latber authority 1o repsy the privale comsercial bank in vhich

ihn latter-of-credit account was opened 81l awcunts that the latter

Wil pay oub on the basls of this latter-of-credit e the gellers.
With bill-of-collectina awthorizatichs, the or Wa‘%;fa GBS T

clal agent-bank deprosits the asourts received frim vollecting on

Inveices for goods in the speclal {slearing) acovund of the State
ank which wos cpened in ﬁ‘y» contyal banle or olsaring instituiion
o the respestive counbey.

I7 8 lelterenlesredilt acesunt 1s ca@md Iy the vy tvete fﬁ.ﬂw
¢ end in bhe State .1.3,2‘.’1:'.9: in Moscow, then that bark ds sbliged to
gapesit the sppropriste smovnt to the eredil of Soviel scononle
EE L?aw':m, in the soecial (clearing) secount of the State Bank
in the cenbrel bank {or vlesring justitution) of iis covniry.

As repards e*lM”" 4 sorounts with She eoantries of the Soc-
atish comp, in whieh elesring institubions are always the centrsl
anks of the resnective courniries, svch a situation does not exist,
he e ntrzl banks of these courtrias gve, 2s o rule, the only banks
£ ehort-tern cradi . dervicing all forsignetrade aceounts.  For fids
x*easan, bill-of~sollecticn and lebbopesf-tredit anthorizaiions ave
gilven by tihe Stabte Bakk JSS’Z,& direchly %o the central banks of the
covnbries of the soclallst canp. : o :

T eertain eapitalist veonntries with which fhe Joviet Union
has eonsliuded clearing Apreeméents, the posgibilil -,v exists of
opering letter-of-ocredit accounts and of giving bill-sfwenllection
d’ﬁn,pmuatmn to ths central b&”..‘.ﬂ of th::,e GOt m:wira Sa

el
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Vaﬁvcuq srecial & ccc‘mts for the acc cwntwnﬂ cf np@rat’nnﬁ'
whisn do not pass ghrough clearing r oy alse be n,eﬁed Wy the State
: UGBk, along with ne ¢learing Mccoﬂviu‘ Such accounte are
uguallv stablisher for reflecting gavrents and eredits, receivable
l& by the Sovieb Ui ~r¢ _

' sddition tr this, © pﬁmvcﬁtn?v acennnts are srebires
piished for the ageaunting ol noneb vade transections avong the
aocial“ 4 comntries. Such sup” Aamentbery &accor xJn provide o petier
ruéns of controiling the non-brade accounting an 3 pie~in betber

Ath the cargo shirments. e majority of unc-nohwtradn aeoonle
are conducted, as jndicated above, threush the Foreisn frace Vanl
1538, which meinbains srential f“jthFH? hﬂbh metj@i .dnkﬁ Lor
this nureoss ' '

The C“V"CW of all 1nte?ﬁ3u1»npl afgwﬂntwnw af the USSH
throush the State Tank as well as bhe nrincirle of unity of the
guYTency Tescurees conetitube two of the we ot droortant advane
ares of the eo aligt syster of international scconnting.

f\
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| CHAPTER VIII

INTERNATIONAL CEEDIT RELATICNS OF THE
USSR AFTER THE SECOND WORLD WAR

1, Gradit Reletione with Capitalist Countries during
the Feriog ol the Strugsie of the verty for the
Rgeonstruction epd Develorment of the S00ie1ift
Econony after the Secend Werld Wer [1045-10537),

After the victerious ending of the Grest Patrictic
War, which resulted in the complete military destruction
. of Hitler Germapy and imperiallst Japen, therte 8rosg baw

‘fora the pedople of the USER the urgent protlens of spsedy
reconetriction of Lhe sirickan erans of the eouvntry end
of rebullding snd merkedly ralsing production In udustey
and agriculture, Solving these problems vas indlapensavle
for the further progréess of the USSR toward soumuniecm,

- ¥hish had been interrupted by the war, = ‘

‘ The trsacherous attack of Hitler fermahy hail ine
Flicted upon the Soviet economy heavy losses, which to-
gether with war expanditures aud tewrcrary losses From
industry and agriculture in the occouried zones, rag te
2,500 bvillienn rubles. The rasstabllishment of this wer-
damaged natlonal econumy regulred expendiivrs of vast re-
sources, the aine of which can be Judred by the capital
Invaeniment figures of the firet posi-war five year plan,.
Thanke to the advanthapes of a sncizlist aconoar and the
economic vigor ard independence that it had attaloed,
the USSR wes able to solve these problems with its own
_resources., These capital irvasimeata wars mads possible
by accumulated surplus funde and the ressurces of ths
Soviel esonomy. o . ; o ‘ o

Howgver, thls did nol mesy & refussl to mske use
~of foreign resources in the Torm of imports of irdustirial
- aguipment snd other products, wher such imports could help
gpeed up the tempe of fulflllment of the goels set by the
3 year plan. One condition which could faver a merked
inersaselin importe to the USSR after the war was forsign
-eredlie. The Soviet government did not refuse forelgn
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ersdits on eceeptable terme, gepnidering ot wnly ot
jmuediate Injerests in developing the Bovielt econouy,
bat slse the fect thet Tforsigh tiss, in trade and ore-
d1%t, based on ecusl righis of the contracling puriles,
fawor the Geveleopsent of tnterrationsl econonle scoapera
ation and strengthen interpatiopal pesle. :

The Bovlet government nevsy objested o making usa |

ot forsign oredits, end ir partisular, aredits fron ths
s, as & weans of asecelsrating goononie reconalyustiod,
Fewaver, ¥he Soviet Unlon alvwale provesdsd feon the prow
pize that the terms of the eredits should nod heve &
gserrile characher end should not 1esd to the asemomic
spd politicel enslavement of the dsbior by the sreditor
pstion. o S , S
_ Taking adveanitaege of US sroedite to speald up 630~
pemic recsonstruction inp the USSR seowed jupoasible an &
result of the humllisting cenditlons that resstlonary .
cirales in the Ud strove to impore on borrower gountried.
tinder their inflvense, forelgn cvedits baname one of tha
veapons of fmpsrielist expounslon g0d aggreselon, & WHnIs

rf subjugating the debtor petione and eubordinating

‘yelr ecocmomic and politiecel poslicies to the iptoreats

Cof the financisl cligerehy of the US.

, ifter the Becong World War, with tho world split
fyto Gwo sanpe, the ruling circles of the US, who led
vhe imperislist and ant i ~donceratic camp, adopted &
axtremely hostile positlion tewerd the Soviet Union,
whioh ucw abeed Jorth e o puiwark of peass for the

Cuhole world. Oae panifestation of this hoatility toward

tshe USSE on the pari of the governsani of the UD &p-

posrsd, in pertiseular, in ite dsiibercte non-felfillsent

o ite obligatiouns under the eredit sgreement of 15
atebar 1045, Tae ocradibs were not Tully uszed 9ps De-
sevse in Desexber 1946, the UB goverament wntlaterelly

steppad the supply of soudpaent epreed wpon on 13 Got-

ehor 1945, thus @1&1&tiﬁ% i4s spligstione., Other vl
Pastations of UB hostilily toward the USSR were it o
serfeoronce in tho Soyiet-Svedienh negotlistions concerniug
we eonclusion of trade end credil ggroemants (the aim
57 the UE being the dlsruptiop of theso sgroonents) snd
tho U3 governmens's rehurclaticn of thae goviot~Anerican
trade agreasont. S S
The U3 governpent'e attewpt to prevenl the ech-
clugion of trode and eredit apreensnts between the USER

and Sweden and to divert ESweden fror any trade relatlons

¢ith tao Soviet Unjon falled. (Bse nots £1.3 Kevertha-
'&@ﬁﬁy the ruling sircles of the U5 conbtinvsd uelng rres-
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sure on Svedish marufacturing and banking interests in order to
disturt the normzl courss of fulfillment of the alresdy con-
clnded oredit agreement. [ See note] .

; ([Nete:] Prawde, 3 September 1646, *ne Question of

- Soviet-Swedish Trade Negotions.® Alsc, *4 Swadish Newsgaper
en the Interfercnce of the NS in USSR irade Regotions.®)

((Xote #2.] Striving to dierupt the conslusion .
by Sweden of the trade snd credit egreements with the
fSovlat Union the govesrnmment of the US offiecizlly inter
Tered in the S¢viet-Swedish trade negotiatlona, dirsch-
ing to the goverrmente of the USER and Swsden on 17 Aug-
ust 1046, a note umprecedented in international relations.
In this note the US movernment ¢alled the sitention of
the USSR and Sweden to the faet that it would bs disade
vantagious to voth sides to eonclude bilaterel long term
t“rade agreoments, that that would, 80 to sneak, lesd o
treds diseriminatien ageinst third countries and would
inpalir the alms end purposes of the plennaed internstional
sonfarence on buciness snd trade. Ths ianderferencs of
the U3 in the Boviet-Sweldilsh trade nogotiations throughk
can attempt st oubright violation of the sovereigmty of
the nsgotiating governments was, of course, rejected nct
orly by the USSR but by Sweden ns well.) ‘,
. Dlaregarding the credits recolved firom the US %u
acgordance with the apreement of 1% Cetober 1945, tisd
in @8 they wera with the poriod of the war (1945-195%),
new credlits were extonded the Boviet Union by only one
aaplialist couptry--Sweden., In scosrdance wita this
ngreenent of 7 Octobar 19%6, the government ¢f Swedsn
extanded the U3BR a coredit of one bBilllon Swedisk kronen,
1o be drawa upon Ovar a periocd of five yeare, in pay-
ment for Swedlish supplies of industrial eguipment and
some other paywents by the USSR in Sweden. (Pravée,

@ Ogtober 19458, "The Signing of Crelit and Trads Agrse~
ments between the USSR and Sweden." - o

-~ What these Bwedlsh supplies on credit were to be

wes pirovidaed for in a statement attached to the genersl
agreoment. Included were such ltems se hydroalectrie
end stoam-electiric statlion eguiprment, wmachinery for the
‘ore extracting and refining indastry, ths luxber zad
peat industries and for home builiding and the mang-
fasture of construction materials, as well as locomo-
tivas, Tlehing trawlers and cthsr types of esulpment.

in addition, & small pert of the credit was assigned to
frelght and assenbly oxpenses, technical assistance, and
Wer the payment of soue pro-war sgeounts of the US3IR snd
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Crrevision wae also made in the oredli agrecment
Tor iq*xaé@m@v&q after Gue comzultetion, changes in the
itst of guvpplles o be pald for by the sredit. The
prrices of the goods covered by im@ eredit aceoount Werg:
to be esteblished by contracts based on agreenenis mada
between ths forelign trnde dun&kf%av%u of t%ﬁ U%Sﬁ and
the Swedlsh supplylug firms. ' -
Yhe credit funds fopr the [lve :f ar perlod were
to bte drewn uﬂ@ﬂg ne far &8 possible, in ecual parts,
1. €., 200 pillion kronegl & Yebl. Tﬁ unussd pert in
any giV@ﬁ ywaz gould e eﬁ@au %o the following y@&r
provided howsver, that the %Qiai pum did not exnesnd 300
million kromen for eny oue @ﬂrﬁ
e ?‘M“me}.rg tw?m Topy ‘mf* Y PRy fﬁ ef the A@afz'
Cwere provided for o the 8”@ﬁ9ﬁ ih . f% &? te be Tioul- )
dated in 15 voara, snd. the officlal rate of interest wan .
ﬁﬁf &t 3% %ﬁuaiive However, insanuch as 1V wes 8HipU~
ated in the agresment that there should be no interest
"s ges for thﬁ first three vesrs, &dded 4o gome nther
.av“tcﬁ condi %vuﬁ, ihe a&erﬁﬁ@ Aot erest rete wER HOL
&1y about 2. ETEE annually. '
' The arrs ngements of the Bwedish lean of 1946 ware
B MQWw&f @rfferont from those of the simlilar losl e¥-
temced to the USSR by Sweden inm 1940, Under the 1946
BETGE ﬂmzi the UBER ;?3&@ ¥ission in Swaden, ag the sesad
grose For means to cetile sccounts with the supplylng
firms for goods payeble upder the terms of the loan,
gnd &lso Lo make other payments provided Tor in the
treaty, g&Va zraﬂiag ory notes to the Bwedlsh Gov srument
ank (Rikebank). The latter, after making aﬁpr@griat@
pavments to the Swedlish eredltors entersd the sl gﬂi& .
oul &8 & Gebit in s speclial iul ew st free gouount wh ieh .
wag opened for the USSR Trade Misalon by Bweden. &%
the end of each guarter the Trade ﬁisaiau was obliged
to liguldsie its indebtedness through a epesial acaount,
haﬁggng cver %0 the Bwedish goverument 15 year prem?a@wyy
notes. Tne P’mi”éﬁr? notes signed by the Trade mxxa&
were made out in tho name snd tc the order of the Swe-
ﬁ igh Government Bank da emounte of 100,000 kronen or
fir¢ag thereof. The term of the credit wee flgured
f tne mwoment the promissory pnoles ware isgued .. The
iﬁtbraak op the promiesory notes wis paid, afler the
1pd yesr, st the rate of 3% &nrua%iv, v@v?bsr samm
&?’uxv;*} iy«
The 1;qu%&a%&@ﬁ of t & ‘*Oﬁi%%ﬁﬁv notes taalm b
gccopplinhed through S wadish kronen, i%@ procoeds of the |
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sele of Soviet goods in Sweden, or by msans of g0ld or
sonverted currency. The privilege on the pert of tlhe
Soviet goverpment to llguidate 14z obligations befors
the expliration date Wuse provided for in the agreement.

) To help licuidate the Boviel obligations, thy SWe~
gigh government ansumed the reaponsibility of lasvlog
peraites for the luportsbtlon From the USBH of such godde |
gz wsre usually iwpsrted into Swelen. Cradit extenslons
and settlemsnt of scacunia with Swedish firme tooh ploce
throusl & olearing agency whilch was aet up Ly & working
agreenent desling wilth the exchange of goods and pay-
ments betwoen the two combries:  Opn the other harnd,
ire liguidetion of the lean sud the payment of iuterast
were copduched through @ pajencing of accounte with the

cleeriug agincy. ‘ ‘ , : ,

T ¥t is necesssry to nobte that the eratit agrecamit
with Sweden was tied to ay actilve extension, Hfov & five
year term, of &g sgreensnt op exchange of goots and
payoents concluded T Soptember 1940, In this ggroerent
provision was made for both gides to aflust recinrocally
ihe 1ists of ordsrs for merchendise for & twalve month
mariod. | ‘ :

ke Swedish loau of 1946 belongs in The cabegowm
L of purely finsrelel cradit. Aeo 1t wan pursly & £OV-
ernment lean. Both tha lender snd the horrower are
- governments, Inagmich as the Gwedish Governmont Bank,
tneoough which eredll wan extanded, wes sn orgen of the
Bwacish governmenh, Just es the frade Mimsion of the
DA3E 4n Swedsn was en orgen of the Soviet government.

o The loan had & strictly gpacific charscter. The
vee of the loen was ilmiled to ordere for gonds and ex-
penditmees, all listed in the ptatement attached teo ths
pripeipal sgrserent. : ‘ : .

e 1ist of poods contrected for, subject to pay-
mant from the credlt funds, WAL twportant not only fer
the sxports frow Bweden, but glipulated an obligation
on the part of the Bwedish government o coomarate A8
es fur as wes % its power in £l trgteting orders for
TEER gooda. ‘ ‘

~ T AlShough, as it turned aut, only a littlie wmore
ipea half ¢f the Swedish losn wag used up, it played &
positivs role in rasstabliehing end promotiog intere
peticnel sconamic relations dlsrupted by the Second
Werld Wer, snd cenforped o the econonic interassts of
roth the Soviet Union end Sweden. » IR - '

Ao ie well known, aiter the war the ruling cir.
fi&% of the US ndovted a poliey that wes eccntrary to the 4
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r intersstas of internstionsal aponomic oooperatich. - Taward .
the Soviet Union and the peoplets demosracias thay 8-
dopted o polley of Qigopinination, disrupted trode rée
1niions, and promoted soondumliec and Financial hoyootte.

in spite of the covmiless Yosgen infllected by the
war, the Soviet Unlon, in & shoert histoaric tiwe, roesta-
blished its national esonomy with ite own soaumelated

furde and rescurces snd went Ter shead lu lua further
soonomic @svelcpmant. The pre-war (1940) level of in-
duztrial production was resghsd two and & half years gl
ter the comolusicn of the war, &nd in the next desade it
rose by pore then fourfold. [See nete.; Tae figares
far the fulfiliment of the slxth B vear plen and the
grandloss progran for the growth of ihe USER iy tha 7
ygar plan sdonted by the dlist Cougrefs of the Gﬁmmamiﬁt
bParty of the Sovlet Unlon for the yeere 19501005, show
¢learly with whet rapld tenps the Soviet land le ap-
proaching Communism, ‘ '

‘ ({(Fote:] See Materisly wneocherednoge XAI s'yerda Kbog
(Matariale of the Extrsordinary Zlst Congress of the CrPsty, Moscow,
Siate Publishing Houee of Political Litersture, 1959, page 169.)

The fmpressive economlc succednoe of the UDER .
sné of the other soclialisl countries are the best teatl-
oy that nolitical diserimination and finsncial boyootts
sopdunted by the ruling groups of the US and several ’
sther sapiialist governments agalnet these eountries vere
- poteble feilures, snd will never e abie to slop the
srogreas of thelr economlesd. o - o .
: These US groups, which bear ths responeibility Tor

tmnie poiicy, have for a lomg time comforted themsslves
né thelr HATD ellies-~a8 ig pointed oul in & ghatement
6” Tasz, 12 July 1959--with hopes ihat starving trads
with the USSR snd the other soeisiist countiries will
bring them to the brink of soenonic Gisaster or at least
will put the brakes on thelr sontinuous advance on the
road of sconomic and techuvisal propress. Ihose hoves
ware dashed leoug ape. 4 striking contirmetion of this,
glong with the remarkable incresss in produdtion in the
¥3SH and other soslalist ecountries, 18 the discovery in
the USSR, even before in the US, of the use of hydrogen
gnargy, the launching of seilentific earth satelllter
$nte coamis spaes, znd the creatlion of intercontinental
bailigtie rocketa, wnich, to date, the US doer not have.
(Sea revort of Tass, 'Words and Dseds of the TS State
Depdriment,” svd Pravds, 12 July 195G . )
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| . prter Werld War Y1 the Hoviet tntorn changed Irod
g dsptor coundy, which had used cretits rpom capitallst
countries in order o gocalerate the temps ef 1te anc~
nomic development, inte a credisor country ebis to pro-
vids credits for goonomls aid to other goverpmente. o -
. to World War II the USER rarely grented erodits to other
govarnnents. e Tew that were granted o granted 2
peveral Eastern covniries bordering on the USSR, Thus
im 1934 & loen OF § million lmerlcen dollare was granted
fariEey on favorable terms., Sush credits hald g3 thélr.
air the yromoting of economic development 4y thase GO~
triea and the strengtheninag of thelr indepsndenco. I
addition, shori term crofits wersy granted for spanifie
Gaviet exporiable gooda to PIrchasers, in ths forn of
snle of thesa goods on aeferred paysent.
The chenge in the role cf the USSR after the war
s regaed to srternstional eredit relations was befire
evarything elne & rgault of the formation of & world
soslalist systen rollowing the defaction fprom the capl-
tolist system ef the Chincse poople's Republic end ot
ﬁm@miar.ﬂ@momratiq rountries in Farcpe &nd buta, whnich
53 stertsd On the peth of gonialist developmont. “he
aayiet Uniom, e the firnt gavw#nm@mt in the world o
tupild & sonislist cosmonwaalth, true to the debt that 1%
owed Lo proistarisn ipternabionallisa, rendersed end e
rendering Gisinterested eoonenis and polivicel sesistents
e couptrias whick have broken away frow imperialist.
one form of this seaiotance {8 furnishing thesa counbirlies
with ovedits that wouwld contribule o the developmend of
sheir productive powers and the sociallat regonstruchion
of thelir GDUKGEY. _ - S v S
. T ghe ehanged role of the USOR jm Aptermetionel ore-
4%t relations ia pevesled in sffording eredits not only
to the eceumirles of ihe sosinlist camp, tled to the UBSKE
by the copmon sims of building poctelion and commurind,
Bat to a nusher of nen-sotialist eovntries, espeeially
comiries which have recently Tresd themeelves fpom 60l-
omisl snd semi~colonial dependence and ere grperiensing
gnonomic difeieulition begause of the unnatisfactory leval
of their pr*esdwmw-émeﬁ.@mm*ﬁ;@ P - o
- Large offers of eredlus t¢ these ocuntries bocawns
- poaslibls thanks 1o the rewariable progrens 1a USER pro-
auotion which resulted from the sucpessful folfiliment
. of the peal-war 5 g&&r»ﬁﬁWﬁlﬁp&ﬁﬁt plans snd the inerease |
. fp toe USBR'e nnional lneome and reservs fumdf. |
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The rapic growth of &ll branches of ths Seviet eeonomy, .
espacially of heavy industry, makes it possible for the Soviet Union
to set apart a considerable gquantity of the produshs of scelalist
manufscturs for the purpese of granting credits to the peorle
cratic couniries as well as to capitalist countries with urderdeve
elopad zconowies, without any damage Lo the progress eof the Seviet
ecoromy. The aversge annual imersase in indugstrial produstion
the USSR for the seven-year period, 1952-1958, was 90 billion

“rubles. For the Seven-lear Plan, 1959.1965, the planned incprease
is 135 billion rubles, [Ses note] - o o :

" ([Wote:] See Materisly vaeogherednogo XA slyerda RP5S
(Materiais of the Brtraordirary 2ist Congress of the CPSUY, Museow,
tste Publishing Fouse of Pollitical Literalure, pace 165.) ‘

i

Tn its pole a3 & creditor naticm, the Sowiet Unlon

srvarisbly follows tie principles of ceual rights and
mutual benefit of the perties sopeluding the oradlt a-
greemante, respect for their national ecverelgaby end
nop-Anterferencs in the internal 1ife of tho borrower.
country . the same priaciples 1% siways sdheres to in 1€
arcaowic relations with all countrlies. . ‘

The USSR is not the ordimary type of ereditor
edons 4t is & oreditor pation of & speelal kind in
warce declings as credltor are raflected relationshlips
ol sonielist production. In the eredit tles of the
HasE witk soeialist countries there ars, in sddliicn,

a number of new aspects springing from the unity of alma
of the UBSR ang thege couptrlies lu the atrugele to hulld
socizlise and ecommmnlism and from. the prineiples of pro-~
1aterisn lcternstionslism. In his outline of thesez on
nat tonal and colonial cuestiope ¥, T. Lenin polinted oul
ity peoletarian internstionaliam requires not eniy the

gubordiastion of the interests of the proletarian struggle

ir one country to the interests of this struggle ou &
world wide seale, bul also the eapacity and resdiness of
e ecountery which nad already obtsalned & victory ovar the
bourgeoisie to face the greatent national gacrifises for
ths attainment of the finel alm of gocialisn, (V. I.
Lenin, Gollested Work , Vol. 31, p. 125.F -

Tn esdition, the debt of the rrogressive natlons
who heve thrown off the yoke of imperiazliem conglsia
in helping The more backward pecples to paes to demd-
cracy and scclallsm, Develeping this propesition, Ie ¥
Stalin wrote in 1821, fie 1p esseatliasl that the vietors
jous proleteriat of the progresaive neations should give
effactive and prolonged ald to the working wassce of tha

paokwerd nations to acsist them in the task of developing
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culturelly and getnonieally. It is ezsentiml that 1%

it shouvld help them rise 1o & higher stage of development
snd 4o overtake the nations which have Torged ahesd.
Without guch halp it 1s fumossible to bring about that
coeszibtence and fraternsl cooparetion of the workers of
di1fferent countries aud vationnlities loto & unlied world
geonony, something which 48 so essential for the Tinal
vietory of sccialiam.” (1. ¥, Stalin, Collectaed ¥or
‘v’te"}.u §§ p}»:)o 58"‘5?0) ‘ ‘

The principles of proletorian ipternstliopellsm arsg
todzy belng realized in a system of wmutusl econonic re-
lations betwesn the USER and the sosialist countries.
Different in form budt glike in thelr socinliet directlion
these relations of ecomowle codmeraticvn and muiusl haelp
betwesn the Soviet Union ang the countyrien of the soclal-
iet camp &re bullit on the Foundation of these prineloiesn.

The prineiple of eguel ripghts for big and spall
nationg, of fraternal cooperstion and wmutu i helyp finde
tts gtriking expressiop also in the crediil agreoments be-

-

tween the USSR and the couniries menmtlonsd shove.  The

Soviet Union, in svite of the huge losass inflleted upon’
it by the wsr, even in the firsi posh-war years afforded
the countries which had broken with capitallsm and mogt
needsd belp with deliveries on eredit of food stuffs and
rew moterisgls. Leter, the USSR furniched credlt in the
vorn of deliveries of industrial eguipment, so esgential
Fer the industriallzatlon of fthese couptrlas,

Cradit agreensnts betwesn the U3SH and other
speialist countries are both formally cod in esstnde
agreamenta betweon the governmenbs of the socialist sova-
trige themaeives and nct betwesn thelr state forelgn
trgde bupeaus, as separste legal bodliass. Here 1t may e
steted that grants of commercial credlt by state forelgr
wrede bursaus of the dlffarent sooialist covntries to
eneh other in the form of sale of goods with deferrad pay-

‘ment, seems inezvedlisnt in the caze of lntergovarpmenial

oredlt sgreersnta. Comwercial oredll belween atete for-
gign trede bureaus of the differont countrlies would only
disturh the systemstlc exscution of exchange of goods
betwoan the respective countriesn, _ L

Credits granted by the USSR to seelallst couniries
are of two diffsrent Yypes: in the form of Tloanclel
iosna and in the form of credita for merchandlse. PFlnen-
eisl oredits arg thoze pranted in gold or ezsily convert-
e@d foreign currency. %o distinguleh them Trom oredlite

feor morchandise they can be called euirency cradite. cra~J

%}ts in the form of goods are thofe supulled dirvectly in
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© the rform of dsliveries of definiis merchandises, or ore-
S4%s mevrked Tor payment of gosde dsiivered by the USSR,
and ales of teshnical aid lent by the USSR to the bor-
rower countrlies. : ' T -
' Tne ocbiset of currsncy oredits has been end still
g to help the different soelallist ecuvntries overcons
their suwrreney Aifficulsios brought aloud by the pollcles
of the eapitalist countriez, and also to provide socisl- -
« 43t coumdries with intermational purehesing mesns Lo
ehtatn easential lmnorts frow csplialist countrlea, when
sush imports capnet be paid for by thelr own exporis.
. During the flrst yesrs after ike eoncluslon of
VWorld War II stiprt-term and moderats-tern loans provelilad
for goods, enong which deliveries on credit of fosd-stulfs
played an important pert; these peraltited ths different
populer demosratic coumtries (Bulgavie, Mungary, Ouechde .
glovakia and Pelend) to gquickly lizuidate the conseouel- ‘
ces of crop fallures. Credits of this iype (grein insns) :
verg eleo gransted during the Tollowlng yours, ,
During 1947-1051, vhen the countrles of populer
éemoeracy paszed directly to buillding sogiallst commine
wealthe, the moderale snd long term oredits for invest-
gt wera of greater lmpovrtance., These oredlis warg
panted Por the payment of deliveries to the seelaliet
scmtries by the Soviet Union of industrisl equlpnant
evt metemiales, and renderiug nceessary tachaoleal ald. |
Dariog 1O4T-1952, or&dits of this btype ware recelved by
Falgeria, Albanie, COzeshoslovakla, Rumeanle, Hungary, Po-
ignd, the Chinese People's Rerublic end the Xoresn Fec-
plsfs Demoosratie Republle. OF these the largest orediis
were to Chins and Polsod. - o ‘
In 1647, Polang was granted a currensy credit L
14 She form of & loan in gold for 27.¢ mililliou dmerican .
fdoitere., In 1948, loogeterm creflits totbled 450 mililon
bAporiecan dellars {18&@ wiitllon rubles) for the payment
of industrisl soulpzent whieh the USER apreed to dellver
to ¢his country in the peried 194B.10S86, In 1950, Peland
vas grested a supplementery lean of 400 million rubles
to puy for deliveries of ipdustrial egulypment durlng the
pericd 1952-1958. Ou account of these loans Polend To~
ceived fiom the USHR industrisl egulipment for the V.I.
Lenin matellupsical plant, and planned and bollt with the
8id ot Soviet englineesra, such anterprises &g the B, Palte
uba metallurgieel plint in Chenstaokhnov, and feetorlen.
like Eosbyushle, "Batory,” "Poluy,” etac. :
In 1948, Czeshoslovakis was granted & curpsiey
eredit in gold and forsliegn curreney fopr 132.5 million A
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publes que for repayment Suring 1954-196%. The Chivese

. People’s Republic was grentad e losn in 1950 for the sum
of 300 willion American Golisre (1200 milllop rubles &%
the present exchange value Of the ruble) for payment of
deliveries in Chlna of equlpnent and wateprlals for elec.
trle plants, metallurgle and maching fasteries, coal
mlass, rail and automobile transport and cther branches
of thelr netiongl economy. This loom was to be pald in
10 yeera-~from the end of 1954 to the end of 196%. Tk
ing into sccount the destruction in Chins &fter the proo
tracted operations on iis terrliory, the interest on
the lean wes seb st 14 por sunum, an exseptionally low
pate, The 1950 loan ef 300 million American dellars,
4g tne larpest ecconcrie Loen ever received by Chias from
- & forelgn govermment. ' : . o
i During recent years the USSR's cooperation with
thae socialist countries contlnued to widen. .In scoord-
srne with the direstives of the 20th Congress of the
Gommunist Party of the Soviet Unlon with referancs to
the development end etrengthening of economic tles with
thess sountrles, the reciprosal exchange of gouds b
t gsen the USSR and these countries is insvessing. In
s345440n, loans granted by the USSRH to thees socialist
countries have elso incrsased, Of these leans it s
poasibla to pelnt out the follovwing: , , :
On the basis of an agraemen% sonpluded 12 Coto-
ter 1954 in Pekiug, the USSR grented the Chinese Pao~
ple's Republic & new long-term credll of B20 million
vubles to pay for ingressed purchasss by China In the
. UESR of indvstriesl ecuipment and other goode. According
o a statement algned at the ssme time the USSR egreed
t¢ 1sné 21d to the Chinese People‘s Republic in ruilding
su additionel 15 industrial enterprisez and %o inoroase
the volume of deliveries of eguirment for 141 enterprises
vrovided for in &n agreement slgned gorlier, the total
cost of the sdditicnal deliverler baing more than 400
wmiliien rubles. The USSR is giving ald to Chine in
oiilding, szsenbling snd setting In metion 211 industrlisl
ontepprises. By the end of 1857, of 166 large scale
upits eculpped with the aid of the Soviel Uuion, 68 une
st had besn whdily or pardly put in operalion. Part
of the Sevist dellveries OF industrisl egulpment, lg-
cluding whole sets of equlpment, end the participation
ot thg USSR 4in ths restoratien and resonstruction ot the
giant ferrous metal indvstry of hina--the . . Anshan Tvon and
 Steol Company  Works aud a8 muwber of other enterprises
81411 urder construction~-ware all paid for from the ioan A

b
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r grented Chlue by tne UBER. : -
' it the raoguesd of the goverpment of Czeshoslovikia
a epedlt was granted it in gold for 54 pillion rubles &b
2¢ perermud, Fols lown 14 subject to repsyment in a per-
red of B yeors boginniug in 1658 in sguel snnual pey-
mertd. Tue 1iomidation of the toen @ad the peyaent of
interast is covered by Geliveries of goods Py GO N-
sIovaRKIE . B ‘ o o
- At the reqsuest of ths @ﬁw%ﬁﬁm@mﬁuﬁ£¥ﬂhﬁ:7@3igﬁ Feo~
ple's Rerublie to axtend esoncmic aid to Pulsnd, Ok 18
Ggptewner 1956 a pretocol wan gigned on this metier in
¥aroow, 16 it provision was mede for a eredlt by the
GASH bo Peland n 1856 for 100 #it1ion rebles in gold .
and deliverdss of goods esssabial te the Polich naticnal
enopomy (conper, rubber and fets). The lozn wese 19 ba
1iguidated by celiverien of Polish goods durllg 1957 =
1280 4a egual enmunl paris. The jpnterast on Ghip 1680 -
was 2% por snuue, A&t the same time the USER agread 10 & '
poshponoment of & Lo % yesrs of paynenis by Poiend on
raiits extended sarliier ip 4he Torm of suuipment far
bpdifding industrial plaate. ' o
faring ths ties of the Lpikz thed vend OB 4 Fos-

"

e TTom 1E-18 Foyssbor 1906 betwean ne cffleinl Parly
zaisgations of the YEAR and the Folish Pouple’s Republie,
aovere) Fikanoisl acqouate wWere a8 justed on bokh sides
s e pracedlng yaurs. In the smterests of both pare
ties vhe twe sideg spresd to conslder &8 1iguidated e

1 Foveaber 1956 the indebtedunees of Polerd rapuliing
o the loens grentod by the gses, in full pagment of
& cusraaes Tor cgsl delivared from Poland to tho U8R
51053 ap per the egresment of 16 sugust 1945, Azreg.
wh wes 5100 Tenched OB ad justment of finsncial scoounta
Por rallrosd transportetion, currendy peymenta, etc, o
“B4 the seme time the USSR granted volend et 2% ' ‘

oredit 4o the form of delivery in 1957 of 1460 tons of

grain ou daferred peyment., Fayaent of this loan will

te in sguel erpual paris throvgh deliveries of Polish

exportn, In eddiiton, the USER agreed 1o grent Poland

a lene term oredit of 700 milidon rubles for payment of
goods delivered Ly the NESR o Polepd sccordivg RO &

Dot osdl guiually sgresd upok. It wag provided thel the

jonn should be ussd durirg 1958-1960C, Léguidation of

tme lown will be through delivery of Polish goods Ay
19631965 in equal srmual parte. The interest a8 at

2% per annum. o S ,

e People’s Republls of Bulgarla was granted
w0 longz term loems on she basis of &n agresment of 3 Fab-|
i. ~ S : i
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puary 19%56. The Tirst Joan for 300 wiilion rurles to he
uaed iu 1055-1989 wea werked for supply by the USSR to
Bulgerla of (ractors, cowbines, selestors, excavators
apd other sgricultural mechinery as well as pedigerered
gattle., The second loan for 70 mlllion rubles was
grapted for payment of equipsent, work on projects and
cther aspects of technlesl help In puilding & nitro~fer-
tiiizer plent &apd 2 buge pvhosphate plant. Both loare -

- werw on & 10 vear term at 2%. In the veglimming of 1957

Bulgerias wes grantod 170,000 tons of wheat i the form
¢f & loan. Thls wae 10 e raimbursed by Bulgaria with
aupplies of whest to the USSR in 1057-1950 in approxi~
mately eouval anpual deliveries with interest of 2% per
anpum also subject bo payment ix kimd. L

‘ At the time of the talks held in Hescow 15-21
Februery 1857 betwper the Soviet Uaion and Bulgaris,
Bulgeria was gronted snother lomg Lerk 1oar of 200 . wil-
1451 rublee for the development of varlous branches of
produetion ineluding thé comstruction of & supplementery
nitro-fortilizer plant and & cosl-droseing ®4il ettached
to 1t, & lesd-zine lactory, and a chemieal coke plant
v 1th & coal-dressing will., Funde ware alaso providsd for
“he exponsion of the nitro-Tertilizer plant in Dimdw
trobgred and the completion of work ok salt dsposit pro-
jests in Frovadke., The ramainder of the loam wasg @al-
warked to may for Soviet supplies of necessary goulp-
ment, Lielp in desligoing factories and othar serviges
provided by the USSH. o : S
~ .. . As a result of the gucessatul conclnsion Of Dure
ther pegotiztlons an agreemcnt was aigned 26-27 Dbecember
1688 fov Soviet cecnomic and teshnioal &ld t¢ the Peo-
wie'a E@p&blic,dffﬁulg&rla:iniconstruaﬁing en oLl-refin-
inug plart with provision for the manufacturing of chenw
Agel produstis from the exhaust gases. To moet poymentis
Por Wwork on the projeets by Soviel untis and for leup-
plies of eonipment and meteprials from the USSR the g£0-
vernment of thﬁ'ﬁulgarian'ya@pla*m Republic recaived
frop the USSR s losn of 130 milllon rubies ot 2% Tor .

Liguidation in 10 ye@ra‘by.ﬁupply;ﬁg'ﬁulgarigmqg@aaa 10

the USSE.. . o . R
. During the Seviot-Bunarian regotlations in Le-
cember 1985, the guestion of ecouonic coopecration be-
tween %he {wo sountries wag exemined in all its aspects.
in connection with the fzilure of grain erops in Hu-
mania in 19%¢ the Loviet govornment - agreed to comply

with the reguest of Rumanla 1c supply Humanis during the
First half of 1957 with 200,000 tons of wheat and slso |

169,000 tone of forage grain with peyments in keeplng with

R A




L U36EHR, gotds whleh the

and streoginening of

CA00 million ruhias.

whlich mad bes
- eign

tne treds sgresment. It was also sereed that in order’
to Buiid iﬁéua%figl‘chemi@&i“piam%ﬁ“(@ﬁa ritro-feértill-
ety one aynﬁhatia,r&bbgy and one ﬁhl@@ié@'eauﬁtia'géﬁa

pZam%}‘ﬁﬁviet grgeninations abould sxecute the plans for

thesn and supply @ﬁ%,@ﬁﬁi?'?ﬁﬁ"é?&%ing en & credit of 270
million rubles at 2%3 Trie Loan was to pe repald within
ten yesrs from the I ment the plants were et Ik GperE-

tion, by means of gynplies to ihe USSR by Huzanld af the

o

proiucts af,iheﬁ’_pla@t§;~amm@ﬁhﬁmg whitsh weuld corret-
pond Lo the snonormic interests o® both ecountrien. '

Tp sédition, by mubtuel agreement, the payuents
on earlier crelits grented to Rupenia by the USIE, whieh
were due 1957-1954, were postponed, as well gs all guees

ﬁ%ians.ﬁalétimg to poitusl finmncisl aascunta. ,

With the aig of sesistling tne fupther developmont
crie goonomy of HULZERY . the USSR

+ wanwary, for 1987, & josn of
1xty @illion of ihessc rubles wers
pupPplies of goode from the
mgarisn natlonsl &eOnOmY CETE
] L eotton, syndhellc rubher, e%¢. ),
and 40 wmillilon rubhles in fraeg CurTenty. CTris loan wag
at 2% per annuw and was subject ¥ 1inutdetion Wy supe

¥

-

Lo
4

apreed in 1956 ta grar

W

3

providad liu the form

1ally noeded (coks, lea

£

nies of Hungsrian goode to the UBSR during 1660-1665
A evual aanu&1~aglsﬁmam%@e’w O L
: Ty 1987, at the time of tne Soviet-Humparlan ne-

thetions im’%aagéﬁrwhiah“ﬁﬂok'ﬁZ&c@‘&fiﬁrvth@ Thouide-
o7 iha:acunﬁafwfséﬁlatianar?*ravmlt tn Hungdrys

] n o orgavized wﬂthjﬁhﬁ‘ﬁ&rﬁiﬁipaﬁaﬁm of for-
; smperieiists, the Boviet Union rendéred bread and
pary ~¢ided econczis eid to Huagery. In order to asslst
tre mermslization and further development of the BEONOBY
of Hungary, 1o enabie Lt Yo not only satisfy the growing
$rterrel requirensnts of the eountry but also Lo guoran-

tep tre baléncing of rayments for tue Poretgn exchange
of goods and to ralse the standard of 1iving of the pop-~
ulalion, the USDE grentad Hungsry & Leong-term loan o he
ueed Ln 1957 of TEO miiliocn sg, which ineluded 200
@11iion rubles in free SUPTETOT o The intercet rate WAS
ot at o4 per anpup. The Liguidetlon of the loap bepins
1y 19671 sad will coutinue for & period of 10 ye '
throurh sunplian of oda usually exvpurtable by Hungary .
T gddition, oa accovns of ecredite ;“f?iauﬁly greanted,
Hungary peceived in 1957 gocds Tor &5 million rubles
ard Tree currengy for &0 milllion rubles. Thus, in 1957,
Hungary reanived 75 million rublef from the UBSK. 1o
nadition, the USSR granted Hungaly & postponcment for & J

-
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F protracted term, of the lisnidaticn of 1ts cbligatione
on a Bum grester than 150 million robles in cosneet lon
with & credit that had pesn granted earller. Xt alao
eranpted Hungary from repaving j4e iadebtedness, £ 8ul
of mworeo than oma bLilllow forinty, for formapr Germpan Pro-
porty that had boen tnpned over to Hungary, &nd fer the
Boviet share of fis partleipetion in the combined Poviet-
Hungarien comuunitles. S , N
o e Geoyman Demonratle Bepublle recelved frot the
USER Am 1953 & losr of 4E5 wmillion ruvies, wrich ipeluded

135 militon rubles {n free currsncy. The rate of fnters
est on the losy wes 2% per anmum., The Tiouidation of the
1omn begsb in 1955 and copbipued for tro yerre. By the
agreemont of 20 February 19%7 the Germnn Deaccratic Ra-
publie was grented e new loan tn Tree Torelgn currency

for 240 milllon rubles, for purchanss in eapltellisl couti~
triss of goods esaentlal to the nationsl eszonony of tos
- german Democsratic Republic. :

: it tma time of the negotiatlcns which took placs
in Mosgow in February 195E with the goverpwant delegation
af the GUR the quastion of oxtending ald to the GDE for
tn2 devsicpment of lts eremieal industry, aad eoonsration
$m the Tield of chemlcal industiry hetweon the USSR end
the DR, was exswminsd. The HusE, desiring to asslst a
further riee in the economy of the ODR, declded to glve
1+ economit help inorebulldling its chemieal indvstry By

Csunpliing essentisal patarials fer this purtose. To
pay for these surplies the USHOR grauted to the government
of the 3DR & lemg term oredli of 110 wililen rubles &t
29 pey aamut, svblect to 140uidation beginning iz 1061
1y agual srnual sllotments for & paricd of 'S vaars.
mee tisuldetion of the loen will be carried out by ueens
of deiiveries to the Scviet Unlon of the products of

{he chemicel industry of the GDE.  Thenks to this loan
the increase in the productiva capacsity of the shemicel
industry of the GDR will make 1t poassitle to satiafly

mora Tvlly not only ite own ronuivensnts of chomlceal pro-
duets, but will alse incraase the supply of these piro«
Guete to the UIBE. . I

‘ 4% the time of the Soviet-Albanian negotiations
an Moscow ip April 1957, the USSE somplied with the s
ouest of the government of Albanis to suphiy her with
money cn acccunt of the porehandise losn, for the pur-

Cpose of making 1 poasible to fulfill the meggares that
were belng taken to abollsh food-rationing in Albenia.
e sredit wvas furnished for 31 millior rubles, on L~

yorable Lerng. .

L. In November 1957 ths UBBR, mesting wore than half

. KI/§ .




. , . sl
the reguest of Albanla, and alec gulded by the prin-

way th
aiples of proletarien lnternstionalism eund esgerness to
asplst the further risc it the egonony of Albanla, grant-

ed Alberis o new ioug term credil of 160 million rublas.
As 2 result of thig Inan the USSR rendeérs Albenin techni-
cal help in the develspment of 1tz agrieuliure and in-
dustry, 2ad in perticuler, in developing new lands,
During the iwo yesrs that heve passed since the 7
time of the Soviet~Albanlan nepoiistione in 1987, tha
Sovied Unlon has grented Albenia e number of loap tern
tozns totaling 526 mililon rubles. As a result of an
agreement of % July 1950, the Soviet Unlon granted 1o
the Peoplels Republlc of Albania on Tavorable tarms &
new long term loan of %00 millien rubles. This losh was
parmarked for the vayment of Soviet supplise of industri-
al equipment and technical aid vepdercd by Scvlet agane |
‘gies during the eourss of corstrueting ip Albanie ghamle >
eal, building and light iodustrial plants a8 well s ~ .
L urits for the fosd industry and other mlssellaneous
plapte, power stations and ald in carryling ovit gaologi-
col aurvers and the treining of natlonsal parsonnel for
ork on the eptertrises which will De set up ln ecopari-
wiom with the Soviet Unlon, - . ~
' The USER also renders brosd esonomie help Lo the
isn People's Republie through the granting of
. During only the lest 10 years (up to 1957) the

il
teriet Uniou, desiring to render aesslaiance, prouwcte
sicser relaticns tnd ralise the geperal culiural level of
the Monpollien People's Republic, granted the lajter on

4

favordhie terms long term oredits for more then 900 mll-
1ien rubles to develop industry, egriculture and trang-
- , .

Inm 1986, the USSR grapted 8 the MNPR on favorable -
terms & long term lozn of 35 million rubles for paymenis ‘
of building services sud Soviet supplies of egulpmsnt,

puiiding machinery and cther materials for e nugber ol

units belng bullt by the MPR with the ald of the UESR.

As & result of the Soviet-Monpollisn negotlations in Mos-

cov in 1957 the USSR granted & new long term loan to the

VPR om favorable terms for the sum of 200 milllion rubles.

The loan will be used for paymante of supplles from the

USER 4p 195841950 of ecuipment, machinery and materlials,

aréd sisc Tor teshnical sssistznce 1ln connastion with the
sonatruction in the PR with the aid of the TS8R of two
woodworking factories, brickworks, & wireless radio sta-

tion and the restoration of two wool-weshiug fasterles,

gﬁ 10 February 195¢ an egresment was contluded betlween A

vw /fﬁ-’g“’
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I 4pe USSR and the BPR for the Soviet Tmion %o give aid &3
the MPE In eganﬁmg.mp\wirg&m‘lmﬁ&a and da eonduneting geo-
iogleal surveys. vor paynents for agrisultursl pashinery
furnished Ly Ihe USSR to the WPH and aleo Tor expenides
Ter the eommission of Soviet gomeialieta, the USSR
pranted the BFR & loan én fuvspsble ferms. .
T g Lewoarvatie Republleo of Vistnam wes gesnted,
. 4y xddition to the ald it pecoived gratis to the extent -
-~ of 400 piilicn rubles (ses helow), & lopg berm losn for
50 pillion rubles for purshasss in the USSR of goods ip
Wite demand. Tue interest rats was 2% per ernun, 2al ree
payment of the losp will toke place iu 1960~1964 through
pupplies of Vietnamess goods 5 the MsESK.  On T Marcha
1959 ap sgreewent ¥as &igned between the USSR wnd the
DRY "On the extancicn of saouomle sud techniesl aid by
4ne Sowlet Tnion to the ERV Lo wutld industirisl plants
and to help realize other pﬁmﬁacta” and an sgreament on
Sagientifle-Technical Gooperetion.” For the peyment
“af the technlcal ald sxtended by Soviet agencles to DRV,
the USSR granted the DRV a sredit of 100 million rublss
on fevoreble termm. g S
Aw per an agresuent of ¢ Febrosry 1956, Yupaalavie
roceived on favoruble lerns a jong tern currency losm
For 50 million American dellare, with the right to uvse it
e oubpright in fuil or 1y d1fferent portlons durtug 1956«
1386, .Ap vemards the ¢redliis provifed for iy, the egree~
ments bobwesrn the USSR and Yugoslavia of 12 Jepuary and
1 August 1955, on the finanoial seraogenepts for bulld-
ing an alumiaum faclory {j6iatly with the Germen Deng-
eratic Hepublic), and also on payment for equipment for
fartiliser producing plants, ag well as englnsering end
oither servicess by Soviet agencles, the UssR proposad %0
Yugoslavie that 15 aefer the wtilization of theae aredits
for eporenimately 6 years, The reascn for this waz the
Eesteton of the Soviet government to geselariie the ée-
voloprant ¢f the chemiesl tndustry of the D3R, which =
called for vasi new invsstments. {8oe Pravfs, 1 July 1958.
. & form of csonexic vuspsratlion and mutusal asgist-
snse, eimiiar fo eredlts, wers {rvestments bY the UBER
in copbingd commumities organlzed in a nuamber of eountrlies
of pepulsar demdoracy. Some of these combined groups
(for cxample, in Rusenia and BFungary, sroce bessvse of
{pe utdlinetiocn in the renpecilve souptries of Germipn as-
sets which hed bscome the propsriy of the USSR s2ccording
to a desision of the Rerlin confcrence of 1645 by the
thres great povers, e foviet Union supplied, on &oe
pount of Ltz oun paymemta,‘finiaheﬂ.@quipment and aet~

Aansary materials to these somaunities. A5 & result of
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U therce capital jlavestmaents aud other mﬁaﬁuraﬁ,‘tha;@gpam

¢ity of thens coumunities grow snd the tecanical levsl

o? their enterprises improved. After these joint oclm~.
munities sucessefnlily Tulfilled the teske that Taved

thean, bwasks of assigtande in the indusirlal devalapment

of tre different sountrice of popular democradcy and tus
tratning of locsl pergonnel, in 1656 the UBSR transferrad
ta the respactive scclalist countries the Sovict shere -

- of its varticipstion in thead conpunities, on favoratle

torme, Wilth pagﬁsntﬂ‘d@farre& fopr meveral yeuIr8.
Ty sddition, the USSR durlng resent yeurs al8C
‘hag given ansiebence, absolutely Ifree, to the udividual
gncialist couniries, as well ae other adventages. Thus,
$n 1653, the USSR aprortioned to the EKovreip Natlonal
Damoeratic Republic, wnleh had suffered in the war, 1
biilicon ruvbles to roestablish fts notlonal soonomy. o0
‘gozount of this guid, the USBR delivered tlo ¥eren, during
& pericd ¢f 2 ysars, garled industriel and other e ip=
pont, materials and diffarent censumer gocds. The EHDR,
in nddition to & gift of 1 wt21ion rublss, was &lso
granted @astpon&mﬁmt'of'paymamtﬁ due on Soviet credits
rsewived and used esrlier. ~ , S
In the Summer of 1685 the USSR ailotted to the
Yeople's Republie of Vietnem, which had suffepsd hotvy
material Losses &8 o result of the prolonped war, 400
sriien rubles to dmprove the standard of 1iving of 1te
cwants, and to reetore the economy af the republic;
ihe restoratlon and comstruction of 25 inmdus-
and compunal suterorises. o :

In 31956, when the Hungarian Revelutionary Worker-
peasant governnent turned Lo +he socislist countries on
& Hovember 1956 for asalatance to Hungsry o heal the
Cmunde infiicted on her during the time of the counter-
vevolutionary revelt, the USSR extended fraternal as-
sistance, ahsolutely fres, to the workers of Hungary,

- gending, With no delsy, conpidarable cuzantitlies of Tood-
stuffe snd building msterisls. In addltion, the Soviet
governuent gave spstruetions to dlspateh to Hungtry
alhead of time Tabrics, raw peterisls, fuel end other
goods which wers, secording to the trage dgreaments, uot
Gue For delivery until wuch jater.. ) :

Foliowing telke held In MoscoW 1117 April 1957
petween the delegations. of the USBR and Albenla, the

USBR, $aking into connideration thet in spite of 1its
soonomic successss Albania nad pot yet overcoume ite
heavy heritage of backwardness, end goided by principles
of fraternal friendship. presented to the Albanlan poople,|

L.
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gg & gift, the emt@fwris@a that rad been boilt on the
vasie of Soviet credits. In thls connectlon, Albania
wag exempted by the liguldation of 1te indebiedness

due on credits, to the sum of 348.5 milllon rubles, and

algo from payment of interest on these gredlits, amount-

ing to 24.6 million rubles. In ihs joint snnowncement

of the goverpment-Pariy delegations of the Soylet Union

and the People's Republic of Albenia of 5 May 1953, 1t

wag stated that the USSR ag a gift to the Albanlan oo
ple will bulld in Tirapne a FTelace of Culture and will
give asslstance in the construetion of two wireleps
radio staticue, - : o . '

During the 1ast 10 yeare (up to 1957} the USSA
trensferred, without cherge, to the Mongollan Peopla's
Republic Scviet property worth more than 100 nililiicn
rybleas.  In 1957, the enterprises of the "Mongol-011®
Trust were transferred, also without cherge, to the
ownership of the MPR, and also ithe pulldings and #ll
sculnment of the slrporis in Ulan-Bator end Seyn-Bhande,
together with & certain quantity of planes. o

" mme credits of the Sovist Union to soclalist

seuntries played & most lmportant role iu their economic
dsvelopment. Togetber with other forms of soonomic col-
rahoration, they wade pesslble tne resteration of the .
rational ecopomies efter the war, end an acnelersted
tenns of sonialist reconctpuction in these counirles.
T vioy of the economle and rinancisl boyeotts conducted
by the United States and a number of sther imperiallsit
governments dlirecied against ihe netlonal denccratic
couptriea, the latter could not have crected apd re-
equipped theliyr industry withip sc shopt & tlme wilhout
t22 heip of the USSR, This was especially true for
noavy industry aod the bullding of maehines beesuse
the national democratlc countries could not huve pro-

cured the necessary equipment end materials from capl-

tslist countries. On the basis of Seviet eradlta, whole
branches of industry, factorles on the largsst scale,
and whole groups of industriles were crested in a punber
of these countries, In this, Soviet gupcliss of Bgulip-
ment and whole sets of enterprises pilayed the most i~

‘portant role; & number of these enterprises came loto

being on the bagis of credits granbed 10 these countries.
The iong term credite of the USSR to countries of the
soclallst camp for 1pdustrialization purposes also help
to solve the problem of eguallzstion of levels iu the
econcmic development of these countries, pulling wp the

less developed spelalist countries to tne level of the

pore advanced.
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Tha Doviet eredlis, of course, nasde up oaly a
portion of the expendlitures indicated. In the *@uumvam
ticn and goclallist rocongtruction of the esvnowlier of the
nutﬁa@a* domceratic %Qﬁﬂﬁriﬁﬂg thaelr own rggaJramu i

serves vloyed the basle role. BEHILL, withovt B avie*}
nemg, @Sb@wuaﬁly in the f@wm of deliveries of squirment
and waterials, the rapid tempo of indusctrial development
which hes allowed the national denceralic nountrles to -
pxoeed Tre-way 1eﬂ@1aﬁ Eﬁulﬁ have baen vmt*i kﬁ%;ca

3. Gredlits by the USSHE to Frﬁaniaa¢ Ly _Und eri*walmpqu
Beuntrles mﬁﬂilﬁ,&h& :f._MQmi%‘u 6t Sounti uzzm .

Durimﬁ w«“ami yﬁara {hﬂ:@wxﬁ”“ the USSR hag a-
merged as a creditor netion, not only v reference to
c&umtriaa of the soglalist camp, but also 1h wﬁ&nr@mﬂm
to a numher of GﬂpﬁL& et sountrlies, Auwong the latter
gWGUﬁ af nerrower countrles an ever gpreater iuyéy%amc&

clawmrd by the coun wp“es‘w%imh have rea setly fread.

7 athﬁ From the c%&fwi~1 or semi-colonial voke, and
ago at41l eixmgaaim to strongihen their eoonoite aid
nuTatiaél indepandense. . In keeping with the policy of
Lenin to support the oprressed nations of the imﬂnﬁ the
peapiz of the Soviet Unlon and also of other socialist
countries, feel symputhy far the asrmzmiiana of the fore
meyr colonisl and degendent peoples; who have freed theprw
selves frow the yoke of lmperial gavermmwnﬁgs to stran-
ghten thelr ecounomle and political vosition, by the
bullding of their own iHdusiry and the developmenl of
their bookword wvricuiavre, which ﬁuﬁfﬁr frow survivals

of fwutﬁmlimm - ‘

. After the ec@nﬁwia wmight of the USER grew to an
extraopdinary degree a8 & result of the suscessful fule-
T41llment a? the p<5t~wwr S-vear plans for Seveloping the
nationzgl esonomy, the a@imﬁ Usdion began to extend to
formar C@?ﬁﬁ&&l ard dopendsut oot wtv,aa more and more
significant disinterested acenomic nelp. One of ths
swoportont Forms of this ald sre, ¢f couras, eredits
granted by the USSR to these couniries for purposes of
fndustrisglization an& te promote & ganeral riqw 1u
twelyr seonomles.

In extending credite and wthev foras af ajﬁ tm
gronomically underdeveloped countries, the USSR is not
engager 1o char 1tye. mhe Soviet Unlon helpe underde-
Vmiﬁ ed counttrles on & busineass basgsis.  The Seven.Year
Pien of development in the USSR edopted by the 2lst
Gonzrens of the Gemmunist FParty of the Soviet Union, opens)

L
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_ 1
up new possivilities for esonoric ccllaberaticon with the
widerdeveloped coumiries in industrial relaticnships.

 Beeldes extending dlrect credlts, the USSR &180
takes part in the fund LC glve assistance to underdevelop-
ed counirles, created by the United Nations. Alonp with
thiec the USSR is a supporter of the idea of creating an
wternationel fuad to Tinance economiec developmentd in the
wnderdevelioped countries, and has announced ites rendi- -
ness to take part itr this fund, « : '
L Mo the non-scelalist countriea the USSR i reganv
years has exterded credite of s dus) natures {1) Ou the
basts of intergoverumentul esonomls and spesiel eredlt
agreements betwesn the fsoviet Uniou and the pespective
countries, and (2) in the form of credits for goods
granted by foreign trede ageuciles of the USSR to firms
and organizatlons of some of these countPien, on conclu-
" gion wish them of contracts for the supply of pdustrial
equipmént, mashinery and some other goods. S

gredits of the Tiret type have a much greatsr slg-
nificance. They represent intergovornmental credlits,
since both creditor and borrower arc the governments
rnemselves. Oredlts of ithe sscond type vrepresent Cre-
&1ts of & private characler. : , :

oredits of the first tyne were granted by the USSR
tn 1954-1950 to Finlend, India, Afghanlstsan, Indonesia,
Lovia, Brvpt, Ceylon, Jceland, Yemeén, brgentina,  Irady
Linierda, wpd the Republic of Guinex. - :

‘ Fas pature of the credils to Finlang sre different
than the oredits granted to the other countries lilated
sbove, silnce Finland is an industrially developed capl-
toilst country. Two credlis were gxtended to Finland,
cagh one Ter the sum of 40 million rubles on the bagls
of eretit apresgents betwaer the USSR end Finland of
& Fewruary 1954 end 24 Jenusry 1955, Both credite ware
curroney aredits, which eould be recaived ir gold, Auere
toan dollars or some other  forsglign ocurrency subually
egreed upon. The credits could be utilized by Finland
outright at one timse or .1ln perts during & period of 3
years. The term of 1iguidation of thase louns waeg 10
yesrs safter the utllizetion of the loang. The rate of
interent was 2.5% ver annunm, A | :

poth leens wers subject to liguidetion lu the’
same currency valiues (gold or forelgn curremcy) in which
they were recelved. Granting the regngst of the governw
ment of Floland, the government of the US3HR, in a pro-
tocel signed 13 Murch 1999 with the govermaent of Fia-
Llan&,'aeaenﬁa& to the payment of the curreney loan of 4
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T ¢ Fevrusry 1954 for the amcunt of £ willion rubles bY
supplies to the Soviet Unicn, ir 1959, of Finnlelh goods .
tpetend of ip gurrenty. . -
fradits £0 the othor countries mentionad sbove ara
long-terns credits with stivulations, caprmarking thea o
pay for supplles by the Sovlet Uniea So the raspoactive
ccuntries of industrial equipment, machimary ané watere
1gle, end the rendering of technical ald. . .
- In@is was grented two long-term leans by the Sov-
10t Union. The Tirst losn was granted on the basls of
an sapesment between the USCR snd the Republle of Indls
or 2 Februery 195%, for the consipuohion of & complete
metsllurgieal plant at Bkhiley sn Indie, with & reted
capacity of 1 milllon tcus of steel awnuslly. The loan
wee garparged for the peyment of Soviel suppliea of e«
guipment and techrieal aid 30 the somatrusilon of this
plent. The total sum of the loan is & 1ittie more than
500 millios rubles. The liouidation of the losa will
he by way of Indlan rupees in enusl annusl paris during
z pericé of 12 years. The rate of futerest on the Cro-
ast 15 2.5€ per anmwm, 1t 48 nocessary lo emphasize
that thie sgreewent provides for the maximu uss of In-
dsexn industry for ths menufactirs of parts of the equlip-
want and waterials needed for the construction of tha
patallurgleal plant. , S L
4l the end of 1857, Indlan waa grented by the
soviet Unisn & uaw leng term loan of 850 wiliion rubles
(aimost 600 million Zodien rupses). Thls credit will be
uged by Indis to pay for Se7iet supplies of sguipment,
tackrissl &id snd other ecrpendlitures sornethod with the
puilding in India of factories far the mavulfociure cf
nheeyy machizery and of optical glase, therpa-elesiria
gbations with a sapeeliy for orh 000 kilowabtte, and
enterprises for the extraction and proceesing of sosl, .
The senditlons of this loan with relation o the rete of
intereat and term of iiguidation are the samo es In tho
firet loan. : : o .
L As & result of taolks with the exonowis delegation
of Ipdia on 20 Kay 1953, an agreemeni wae glagnsd proe
 giding for the collsboration of the UEsA in the oo«
gtruction in Indla of government enteroricss Tor the
peynfecture of Grugs, wadioal preparetions and gurpleoal
fmatruzentis. The supply of aguipment and extension et
cther types of technical aid for these enterprises will
Le on the basis of & new credit granted to Indie by the
Uﬁ:g}{w ’ : .

tm .

At & discussion, in July 1§§$§4§aﬁw@ém’$h@FP@prma d
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F sentotives of th® USSR snd India, ca extending o the
fjatter foraign scontuwlc ald, the coyiet delegation wmade

a pralimipary proposal ebout exterding to India & pew

tong Lerm tosn Tor 1500 mililon rebles for uvtilizatlion

in realizing the third 5 yeer vlen of Tndls. This rather

1arge loen of 1500 miilion rubles was groanted by the

Soviet Uplon to Indla on the basks of the agreensnt ol

12 Septerber 195%. Thu condltloae of this iloan are ginm-
. 4lsr to the conditlons of the loans granted to Indle

garlisr by the USBE. Yhe atilization of the lean will

take place over a veriod of 5 yeavs. On the basls of
whis losn Soviet apenciec guarantes tesimical ald in the

‘construction of saveral industrdsl, agriceuliural and

ciner onterprises provided for in the third 5 year plan

6 Ipdia. ‘ ; :

The Soviet. Union has grentad Afghenisten two
iong term losus. The Tirst was grapted iv 19%% Yo pey
for cquipmend supplied by the USSR, &8 well as for
materials end other expendltures by Boviet agenclaeg In
esnneetion with the consiructlion of two grain elevatord,

s wiil and & bread Tsctory. fThe amount of the eradit,

anout 3.5 wlllicn American dollara, was publect to

fature Qeterminztion. fThe term for the use of the cre-

215 was 3 years with an Interest rate of 3% per annubi.

The tosn wes subjzet to Liculdatlon durlug & period of
soars in egual amwal payments. The Ticuldaticn of the
was te take plecs by supplles of wool and cohtop
Cpan Afghanisben, : :

, A second long term lear of 100 piliion Americen
detinrs was grapted by the soviet Tmion to Afghanlisten
or the bisis of an agreensnt ¢oncerning colleporetink -
Petwean the two covntries, signed 20 Januory 1956, In
tnin rpreecent there 18 provialoo that both governmenis,
tn keoeping with the relationships of friendshiop existing
fpor olden timwes between the two coumtrlsa, gnd for
purpeses of further gnlerging and Govelopling their mutu-
‘21ly profitadble eeconomic Tles, ahould eollaborste lIun
the eccnonlc development of Afphonistsr and in pertl-
sular in the development of agrleuvlture, and the cone
struction of irrigaticon enterprises, DOWED and trens-
port. : o ,

On the bisip of 8 loan of 100 million Amerlcan
dellars the USSR guarantees te Afghanistan delivery of
eouipment aund matertale, and slso extension of other
cervices connected with technleal 813l tn the construet-
Lop of sevarsl projeris wmblonsd  asbove. fhe - herm of
iouldation of the loan la 30 years. The rate of interest

e
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1s 29 per snmum. The lﬁ@vz ratlon of the loan beg
years after ths ptilization of fhe =] propriste e
the loan, end will take plece ip enual ammugl lpg
ments Suring a period of 28 ysars by awwmﬁ;@ to
153K of Afghan exports,

' Qv the basls of 2 gen 23, a§ Meem@ﬁi conac
economic and technleal ﬂ@*g&bﬁ?&?i*“ ?a%wecw the e
znd the Republic of Indonaesla of 15 Beptember 18 56, the -
soviet Uaton grented To Tnﬂ@ﬂ@sia 8 WUR% of 100 millxcm
buwerican ﬁwWEm%$ st 2.5% por annum. This loan c&ulﬁ b
vtilized by Indonesis during & pevried of O yaars to pé
for soviet U%m?*@% of iadug ‘”%%? a@mﬁ pisnt and m&fgr als
:nd aleo Tﬁr services earried out by foviet agemcle

ﬂ,} ﬁ m

Thﬁ‘iiﬁhiﬁ tion of t;u loan was to %&1, prace dy fiif o3

,ﬁe?i& of lﬁ years in egual annual payrents comsencing

% yenrs ali cer the dzte of the utilization of the gove =
responding pari of the loan. Ru}g‘m* mant of the asp‘i,x al .

tean plus intsvest eould take pisce LY ¥ay of suprlled
fe the Soviet Unicn of Indonesien ynaﬂm, by transfar
of Engllsh pounds sterling, or by fredly covveriitle
currency, &8 per agreement betwsen (he central banks
of the USSH &and Indopmesla. A% the beogluning ¢F 1859 &
protocel in connectlon with thin ﬂffu@ﬁ zot waa slgned
ip Jekarta. Toe Seoviet and Indo gatan agzencien will

sollshorate in buildine two meta fiu?*'ga; pian%ﬁw»tma
siyst in the history of the couniry--factories for
the produstion of ﬁubﬁf“ﬁéﬁbﬂﬂe@ug and roade.

"

Un the bascis of an afgreanent ﬁumslu"ﬁ 28 Oot o
per 1957 with reference 1o egonomle and tachaizsal ¢ole
Tstoration bLetweon the USSR and the Repiublic ol “*ri&
new the Syrisn part of the United A b Republlizy, the

Soviet Unidn &Lwﬁieﬁ to Syris a reeded loan for the “ ~

- peyaepnt of the executicn by Boviel agenciss of prog-
-prut”ng and @kmiﬂfiﬂﬂ services in the f&m?ﬁ of rallroed
building, dams and nydre-alectric stations, lrrigation
‘aystems, oringlng water to pasture lands for cattle,
the conztruction end r@ﬁzﬁv” aon of railroad beldpes,
factories for praﬁu,wny f& @@wf@~%i11 ser, &nd other oi0w-
jects, On the basis of this loan paymwent will alse e
mede for supplles fram bhe ESR of industrisl soulpment
ard other acrvieas rendered. The ralte of interect om
the lo:n is 2.5% per apvum with & 12 yeer term of 1i-
quldation ' o
_ - Jn Wég& the DHAR granted two Latg# ilong term

”F&ﬁ;as to ﬂgfp* (now the Fgyptian part of the Unlted
Arsb Republig). The first of these credlis wes gronted
tan the basis of an &ﬁpwg ment with referen noe to economic 4
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and tath1$QL coliabamat son betwson tha USSR amd E@ypﬁ
2 &9 January 1858, This ecollabaretion will be dlrected

'tmw&rﬂ realizing plens for ﬂm"alﬁpjﬂﬁ the national eson
comy of Emypt in the fiolds of goslogleal cpsrations, mine

ing, proapegeting and precesszing of ¢41, snd ihe fullawing
Induetyries: metalivrglesl, zmochine building, elesirvieal,
ﬂh@?iﬁ&i, textile, Tood axd gru& -
To pay for supplies of eguipment snd meteriuls,

aud slse for teshmical eid in piawrin end nuiiﬁiﬁg the
1&¢uahria1 enterprices, the USBR gravtad Ezypt o long
term oredit of 700 willicn rublea at 2.5% per aanur,
Tee loan san be uged over a period of 4 years. The 1le
auldation of the loan ic for & periocd of 18 years, in

ejusl anrwal inetallwmamis. A gpecisl &sra of ihis oro-
dit agresment ls the provision ascordiug €0 whi*ﬂ Seviet
geomomic agencles cen briog ip, for the fulfillment of the
spexrations invelved in the prolects mentlonsd ebove; aud
areo Tor supplies of eguipment, wachinery and mat urialgy
gocnomic agencies of other countrles of pﬁp’L&P depooracy,
ok ﬂﬂa..v with ‘t«h‘”ii' concent, : » ) :

- In . Ootober 1955, the USSR, baving in view the
rengthening of friendiy reletioms and fruitful colls-

umfa?LoP with the Uplted Arab Republic. dealided at the
cacveat of the govermmert of the VAR, to exterd aid to

Tt fue the fivet Anstélluwent of the Aewan dam. The
pudlding of this dam will permli the Llrrigation of vast

aress of now bereen lands, will help #olve the problea
BV & Viﬁ&nm electrie power Ior the country, will create

the gﬁﬁraauiaﬁtee ftor releing the standerd of living of
the prople, and will make posgible progress tvmawa the
ﬁ”uﬁ&ﬁ“i intevendance of the UAR. To pay for the Soviet
supplics of uwuiumrnt, pachinery and materlals necesasary
Tor the conatyuctior of the dam, and alee for services
hy Soviet apocialista, the ULER pranted a new credlit to
the UAR of 400 2illlom rubles. The liguidstion of beth
aw:éiba s te be by way of supplies to ths Soviset Unlon
of Feyriion ymm%%, Espliish pounds sterling, or free Top.
urrensy sgreed upon by both sides, ,
Op the bazic of an agreemeut of 25 February 1958
ﬂ*w&%u the U*” and Ceylon w*th reference 1o eséhomlic
nd technical éai?a oration, the Soviet Unilor granted to
u@“lﬁﬂ & long term credit amannting to 120 militon
“Wb}ﬁq st 2.5% per asomum with liouidation over a p@wimu
3? veers. . Ihe stlmuAatud purpose ¢f the losn wes %o

:pay for plannineg sorviees ormviu@n by SBovlet apgencies,
cas well as for Soviet supplies of equiphent, mechilnery, i

%?teriala gud other types of technleal gld. The liquld-
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etisn of the credit will teks placs by mesps of supplles

ot Cerlonene gonds, poundn eberling of other oonveriible
cUTTenoy, &8 pEY sgroemsal by both sides.
© Ip 1955 a loan was granted by the Sovist Uonlon to
Tealond, &g por ths credll agreement of 15 Aumust 1958,
fre toza of 50 millise Iselendie krvonen ie earmuried for
‘fipancing the purchames LY Toatlapdie fives of fichlay
beats fpom foreign trade firms of the Garpsyn Demooratie -
« Rerublic. The rate of spherest on the cradit is 2 5%
per snpus. The loan i sublect to liguidatlion in iz2
yeers by supplies of goods of Ieeland to the JBLR.
m.ene supplies wlll be provided according to an egreé-
ment about turpover of gooda and peyments consluded Dee
twean the twWe sldes. ; ‘ '
As 8 result of talks which went om In Vonaow with
the trede delegation of Argentina ghout supplliés fron "
the USSR of equipment for the developuent of tha oll io~ - .
dustry of Argentine, on 97 Dotoher 1958 there was elgned
‘sr appropriste agreemont. g help the govermment of the
‘Rerublic of Argentina +o finapes murchases in the USER
of differant typss ¢f &ll equipnont, the USER grapted to
Argenting & loan gwounting to 100 million Amerlcen G ok
Jere (AGO miilion rubles) ab 2,57 per anpud. The Lern
of tha credit is % years. Liguldeiion of the lonwy will
tuze place by supplliss of Argentine goods durilng & pele
508 of 7 yesars in e-ual annusl tnstelizments, beglurning
% years efter the delivery o the eauipment. :
. I Hareh 1950 sun agrosment was coholuded wilth ro-
feprenas to goonomic and teshnlcal collaboratlion betweaen
the Serist Uniop ard the Republie of Irveq. In the &grane
ment provision i3 msde ihat the Soviet government will
antisborste with the goverament of Traq” in reclizing :
plopg for tho develepssept of the national economy of ‘
Trsg in the Tields of induslry, agrioulturs end trapg- :
port, Feor this the USIR will extend to Irea teohnicsd
nalp in the buildiag of & number of hesvy industries ine
eluding machine bullding, ehomicals, food and iu .eYr.
, Besiring to eepist the seononie devolopment of
Irag and ctmpiyliog with the pecuest of Irat, the USEHE
grarted to the Republlc of Ires & long herm eredli of
50 million rubles fer the paslization of the provigions
6f the apveenent which had Leep coneivded, The intdr-
eot rate 58 2.57 per swnur. Liguiléstion of the uzod
pare of the eredii fop ench one of the prolesets elied
ponve will take plece in 20 squasl aurual ipstellments,
begziuping within one year sfter the completlion of the de~
zt}iverigﬁ ryom twe USER of the complete uplte of equipment |

ty
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I provided for in the aorrespondlng contraeis. A
. Frisngly ecomomlc eslileboratlon between the fov

so% Unlon ané thn Republle of Irac, tize Ivag delepation
shetad, will hely solve & nusber of pecnonia prov.ems of
Iveqg, will oversons woare rarldly the burdsnsoms berltage
of thy epesh of eclenisliss, will gtrengbiien the economic
intependengs of the souptey end will ralse ihe material
and suliural level of Yhe lemql people. e Soriotd dalse

. gablion REVE LTSUPADUes that this economlc and tgahnigal
asllahoration will ke realizod without &ry Eird of polie
tieal or ether provisions wnich would affect the sover-
signty and national diguldty of the Femubile of Irar, aznd
+hot the Foviet, for i%s part, wiil be puldad in thin
collepopation Ly mrineinles of equcl ity , muinal gooprenls
benefls end acn-intertarancs Wb interaal watters.

- e A resvit of $2iks hetweon the Hoviet Unlon aud
Ethiople about widening trede end scontuie gollisboration,
ths USSR zgreed to grant to Bvkiopls & 1omg torn eredli
amountiug e 400 million rublos 8% & tow réta of interd
en%. Tos sbipulated parpose of the loan ves o anplst
the deérvelopment of indostry and egrlculiure in thav
Country .« ' R o

A% the bime of the scjourn of the delegatlion of
the govsrpment of Guinsa ip ihe U3SE 4ip August 1980 the
foviet Goversmont agreed %o grent to the Eepublie ot
cuiner a iomg tera oredid ssounting te 140 pillion rublas
st 2.54 per &mmvm, with the term of liguidstion being 12
voars, Tae loan has es iis aim esoncmis &nd technloal
sesistence to Gulasa in bullding a aveher of industiial
eptarprisasd, development of agriculiure and the talldiag
of roeds. ' ' : - _ , :
T T Tmagides tre long term oredlis granted by tne USER
to ¢he goverpmenla of ezonomisally underdoveloped caple
teilist cowntries, privets ferelige trade firms and ONEED-
4eabiops of these couptrles have tpe oppoctunity of mak-
ivg uwse of coamercial cradit with Soviet forelun trade
ppensies, In salllog Lo these firms end orgenizstions
ipdustrial equionent, mashinery and sore sther goods not
pupplied by the UBER undar ke sopdibtions of the eredlt
gpresmenta, the Torelgn grnde agonciss of the USCE often
agroe to defer payments for ordaret goods for & perlod
of 3 %o % yeers, lepsndlng un tno particular circumshere
s o ' . . '
T ¥Le USSR axtends to underdeveloped countrics nol
suly lozns but 4o epssliel ounes even sbeolubely fres ald.
- Thus on the beals of an sgrecrent with the government of
Hepal of 14 April 1953, economls ard vechnicel ald was
|domated by the USSR to the lstter for iks somstruction .

i
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™ or hydro-electrle statlons, & guga» factory, & cigarctia
fasbory with Dlessl elsetris installstions, and ald for
copfunting resesrsh serviess for the eoustruction of
rogdg. The sum toial of this aoaistanca would be in
teras of wmoney bout 30 willion rubles, On the basie of
gnothey asrresacnt, the JUnR agreed Lo grant adslstance
te Nepsl ip bullding & mosplial, frea of any cherges.
\ Froponis help 4o the form of the granting of ore=- .
. 2its to underdeveloped countries 12 repdered alac DY
cthar soelialist ecuntriea, gapecislly by the Chivess Fao-
ple’s Republle, Granshosiovakia, end the Geruen Darsoreatle
Rapublic. ' : ~ v ' } '
The conditions of long term loans grented by the
ussR to the governmente of peveral eapitalist counbries
boekward in thelr geononic development differ in an IRe
nortant way froa the credits goented to thew by impele
sa3ist povernments, bhelr bonkieg tnetitutione and the
“rtepaoblonnl Bank of Resongbructicn end Dsvelopment.
' e losma of the Soriet Union %o theee countrles &
are buasd op the very vrinsiplea of acuel rights, putual .
- bunefite, reepset for the sovereignty of the Dorrowgde
ecuniries and mon-interference lIn tnatiy domcstic 1lfe,
4o which the USSR slwaye adheres sy ite international
dredlt relations. In conbrast with the ma jorlty of loans
granted by smperislist governmantsd, the loang of the
J5SR to undardeveloped capliallst countries 4o not GORe
tain and caonot ccotaln any Lind of opmm or hiddsn proe-
vioions imposing wpon the bporrovasrs politleal end 7% N R
tary ovligations or demardlog frow thea esoaoulce oll-
cosgbons, lesding in the end to the englavement of the
davteor countries, The peoples of & mumber of countries
of the Eset had the opporiunity to convincs thempaolves
wreugh thelr own exvarliencs tyst aid gronted to thew LY
tanerialiet povernnents in the form of grapis esol loans
1ende to the seizuve of thelr most Swportent richaes bY -
foreipgs monopollea, to thelr invelvement in apgresslve .
rilitery Llocs, and to the lose of thelr netlonal inde-
},"jg?'i'f‘t SRR, . . ‘ ' )
fn granting lesns teo underdeveloped countrics the
fgoerialict governpents are nob saterestod 1n the in-
Gdustrial devaloprent of these couatriss, in thelr bulild-
fng thelr own hieavy trdustry and machinery. it is well
ypovn thaat the monopolles of the nited Hietsesn and Ing-
1snd. which supply industrisl equipment , comstantly use
pressure on India %o &laturt the development of her
rnetional induetyry. When the guestlon camle up of ¢ofe
stracting the Aswen dem iu the Fgyptlen part of the'vnitﬁ@3
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mnd pon-sosislist countries, snd the abeeoce in the case

T

Lrgb Republic, whish was Lo malke possible the dovelopment

“of an indevendant eeontryy v thet eduntry, ths ruling

cirelss of the US put forth proposals end cornitiions
whieh would have wipned ouil completely the indapendeude

of the United Arad Hapublic. Iu the Light <f these faots
the granting by thz Soviet Umlou of leng term lowns tC

the UK for finsncing pardt of ihe expend itures for the

congbruetion of the First installment of the Aswan Jdum
proved to be, aceording to a repurit in the presd of he
UAR, & grest contributicn In the etruggle of tna UAR
sgeinal the econumlc pressure of ths impericlisto.

2t a time when a larpe vart of the lcana of iwmper-
18list governments to undsrdeveloped couniries i granted
for military purocees, ths extractlion of raw mwaterials
and for immedists needs . the UASH extends Lo thaee
countries locavs for the purpeose of ragongtrocting gnd

industrisiizing thelr countrlea, Tha invectiment loans
.of the USSR 1o underdsveloped coumtries pat an end to ithe

menepoly of imperliallst goverpnente and tholr DApks v
the supylying to thess couniries of credits for indguaiyri-
a) egulpmsnt and mechluery. oL

, The dlszinterssted chaerscter of friendly economic
noaistance by the USSR 1p the form of Joana ic sacirkhe

6f tha USBSE of s desirs 15 recelve commercial profit Irow
1t eredit overations. sre testiflied %o by the favorable
condltions for the licuidation of ths losnz end the #x-
trewely low retes of intersst, Thess ratss of Intevest
e markedly lower than ths offlcial discount rates of

C4he central bepkas of the ehief eapitalist countries in

1967.19%85, As L2 well kpown, the ratez of intergatl ol
private commorclal banks end, evsn move, the ipterest on
loug terw loane and oreditas, is higher than the efficial
dlaeount rate. ‘The rates of interest on long term lLoans
by the USSR to sooizlist countries are 27 por snnum (%o
Ching--1% por ennum). At the very same time Yugonlavlia
pars on the losns trat she recsives from capiiallsat
sountrice, from 3,54 par eanur (fo the Ipternsatlonal
Bank of Reconbiruction and Development) up to €,5% {(to
the Féiersied Kepublic of Germenyl}. Polend will pay
4,5% per anpum on the 1257 losn 11 recaslved from. the
United Stetss, FPar losus a&nd crsdits by the USSR to
underdevslopad countries raten of 2.5% orevail, This
anme pate of irterest was also established for bolh ocur-

rency losn® grented by the USSE to Finland in 1954 end

1955, After the war nol e sipngle ceountry and not & sin-

‘gle internationsl Tipancisl Instlitutlion granted losnis to

L
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Fivlané at such & low rate of interast. For loans of the
yuterpationsl Benk of Resonstructlon and Developuent Fin-
1and paid not iess than &.5%. , , -

e irtermeiionsl Bank of Reconstruction ond Daw-
veiopaent and the internstionsl Financs Corporation
eharge 5 to ¢% per anmum OB deng term ocredits Lo undgre
Aevelopad countriae. Thus, for exsuple, the Spdar was
grented, in-July 158, Ty these benke & loam for the -
dgrglopment of trauspori, for 39 million Amsvloan dollare,
st an intersst of §,375% per amgws. In Septerber 1955
a “osa to Indis to pay for aupplies of rolling suock and
gnuipment earried an intersst of 5.7% per sanup. ihe
Faderaeted Republie of Germany grented & loan Lo the Ua-
18e8 Arzb Republic dn 1958 ev 5.5% per aptum.

The lotns by the USER bo the formel ecplcnial and
deperdent countries pales posaible the strangthening of

the indspendence of the ecenories of thepe sountirles by

fraeing then from dependenca on imperialist counbries,
Ta sddition, they sre the mosel $moortent factor 1n ei-
tending the &ress of paage snd lezgenlng of streain.lin
s shernationsl pelations. . » ‘

- Pne Seviet Union does not demand fron wndardevel-

- eped countries the 1iculdation of the loans in Toraelgn

sunreney, of which the majority of thess countries have
s copplete lack. Ip sgreslng to peceive goods as llgulde
stion of the lotne, goods that are penufectupred in these
countries end cap be exported, the S8R not only helpe
theiy currency Girficuities ot mekaes poesible the ers
vepstlon of markets for the sale of their natisnal pro- |
Ta & conversstion with & Pranch jourrnalist, Come
reds Hikoven pointed oub thiet the volume of Soviet aid
t@‘umﬁarﬂﬁvalmp@ﬁ‘c@mmtwi@ﬁ‘anﬁ the copditions on which
st is offered, "force Awerican and other caplitalists to
pegin to make sexicus soncesaions to underdsveloped
somntries,; to jncrense the sllotments of TeaQuUYCes o
them, and o laprevs congitions in general. Bub wibh-
out the evident fact of esontmlo coliaboration of the
undarieveloped sovntrles With The Seytet Unlon, the fore
mor wirestralined practles weuld continue, the practlos
o exgololtation and robbery on the part of cepitalist
countries wihith are dsveloped 1n en infustrisl 28ns86.
Tule chengs ip the relatlons of sapitaliet counitries with
upcerdeveioped countries aorually proves to be, pere
hapes an indirest, s certaluly & very seplous help to
them, bepause of the aoviet Undon." ("Falks of Cemrsde 4.1.
#ikoyan with French Journelists,” Vaeghoyavs Torseylya
(Forelen Trade), Ne 8, 1938, Page Eo) '
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' ®he gucescaful developasut of ecomomic and gredil
relations between the NeEY% epd the countries menticnod
above serves &8 & grophie copfirpetlon ¢f the poseibllility
end advisability of pescelnl gaaxdstonce of countrisa
with different soclal ard woliticzl systems, and of Wi
tuelly profitabie economie eccoperation among theu.

h, Paple Festnpes snd Provisione of loaoe Granted by 7
the USUE to Forglen Goveramenls. T

. Sopply by the Soviet Unlon of icsns end credite
[Bew nots} to othsr countries indicates lits infliuence on
tre workings of sockallst production. The soueew of these
ioans and oredlfs s peeioaltly that pert of the national
peome of the USSR which makes un the scoumulated funds.
snother such source can be the putional wealth in the
Ctorm of goods ascumulated esrller, and also of ecurvrancy

TeRBTVED . _ ’ ) -
' {Euﬁeﬁ Loans represent one ¢f a varletly of oredlts.
Long terw oredlts are gs4d to be loans 1T they are furp-
1emed and lisuidsted in the fora of CUrY SHOY o : '

. Loans and credits by the UesR to othelf counitries,
rrom the point of view of soclaliet produestion, mean that
pert of the manufactured gurrius products which make up

Sre fund of scounmulations, which, instead of balng used
fop the expansion of productive funde, or for the bulld-
Cimp up of capltal for dmproving the Living standarls, or
fop the insrezss of peseryves la the sgonomy, is separated
Cfrem the esomony of the Soviet and enlers Tor the durs-
tien of the oredt lnto the esonomy of tha respectlve
porpower countyies with the guarentes of aouivalert rge
turn. On the other heond, the entrance tnto the USER of
mateaprial valuea ffom the Dorrower countries through the
Tiguidation of orediis and the poyment of intersst on
ihem mesns a govresponding insrement O the natiocnal in-
come which may be ussd for enlarglng ihe regsrve funde,
5. a., for the brosdening of the productive maang, 4nd
for obther purposes. . . A ‘ » :

~ The extenalon of loans and sredits by tne USSR

to other countries presupposss, Iin sornestion with this,
¢he nocessity of b ooadening the plan of produchion of
those products Tor whote payreat these cradita ere af e
ferded, above the tobel which is tsnuaily preduced as-
cording to the plan of satislylng only internsl re-
ruirements, or Lt pleouuppiees the necessity to spend
the reserves securulated garlice and to replace them
&atar# 8ipilarly, provision must be wade in the national



. : , ~ : =
r econmonic plsne for the reselipts of maberial gains from
other countrien, from the ilculdation of Joana and ere-
d1ta recsived by ithes spd from the payment of intersst
upon them. o o L
e is evident Trom the precedlmg, tho conditions
on which the U3SR extends losus snd eredlis to olher
countries, ard alse the liguidaiion by them of the loars
gnd mredits, have an iwperiant economlic significance in -
- the procsss of ezpending soclalist production. In gone
nestion with this it becomes advismble teo examiine in
grester detsll {he basic foatures and conditions of
Seens and oredlts furnlshed by Hhe USSR 1o seclaliet and
non-sogialist dountrles, N o o
I. Fypes of Oredit.  Credits by tho USIR to other
counbries ean bae Givided intoe asperate types, deponding
op the form apd term of the eredit and ths cheracier m%
the Lorpowes . - _ ‘ ; IR
A, Forms of Credit. In thaly form, ovediis
by the USSR to other countrles reprezent sliher oredits
ip the forw of currency. or crgdliits iv the form of goods,
treddse in the forwm of ocurrorey 4re oadlled ouryandy oroe
dste and are exionded Lo ofher soumtries in gold or In
freely convertible feralgn ourrancy. Under the terms of
thess credits the borrowsr reselves from the credlitor an
awount of eredits, end he hlmself spends 1% op PUTCHRUGS
of goods and other purposes in third aoynbries. Hars
she erecitor end the suypplier of geods purchasel on tne
hrgis of the erefdits ave dirferent individusis. Ip sush
ereditn there is ne sbipulation binding the borrower to
redit recelved in the countyy of the credlior.
_ 4 spocisl aspect of credite lo the furm ol gonds
i distineticn from eurrency cradits de the faeb thalt .
here the wovomspt of oredit coinsides with the movemend S
of goods snd sepviess cherged to the acoount of the org-
ditr. Ghe creditor and the suppller of gotds dud esr-
viges 48 ons epd the sawe lndividuwal. - '
Credits in ithe fore of goods furnighsd by the
WEERk to other countries may in their turm, be dlvided
inte the foliowing sub-formas S - o
' I & cecits for the peypment of industrisl
anuipswit supplisd by the USHE to thess ctumirles, and
atme of technical 04id repdeved; thess credils reprosent,
8 was mentioned abevs, the hesie form of evedlts Lo
novntries of the socisliet cemp 2nd to economicaily wa-
dardgrsloped ceplialist couniries. - o , o
{2}  Crodits Tor the payment of supplies de-
1ivered by the USSR te the daifferont countilez, suppllen A
i .

« 735




!

r of rar matertiale, food-stuffs, spd othar goods.

| (3} Credits 4n thelr natural form--go-celled
grain loans, furnlahed and liqguidated in kind.
(4) ¢Cradite to bo settied by & clecriag s-

geney, by permitting indabledness for clearing &bova the

pum of the teslmlieal credit; these csn also be credite
1y the Form of poods, byscuss the indbteduess to be
cleared represents aupplics of geods not repald by the
purehesing country with balensing supplise. S
Y {5Y Tredite ertended by forolgn trade ageni-

cles of tne USSR to firms end enterprissa of underdsvele
epad capitalist countries inm the form of supplles of ine-
dustrial equipment and other goods, with Gdefetiad pay-
gents . - ' »

‘ Although the liested spb-ferms ¢f eredits 1in vhe

form of goofs rovrasent supplien of poods and services
‘rendorel with deferral payments, 1t would uet be coriest

to identify tham fylly with commersiul sroait, In the
sems woy, oné should not tdentily thom with credits for

goeda to privats firms, of whish ths Foviet foraelgn

frade sgencies meda use in cspitelist sountrles from
S022 Lo 19034, Only tre lasti sub-form has & delinlis

wintlarity with commercial credits, nerely, the eradits

0 firps and enterprises in underdevsloped capliallat
countries. ,
‘ b te well knowr, Zarl Marxz consldered as & O0k-

meraisl oredit only such eredlt which functicnlug ecapl-

tLellste, occupied in the process of mroduection, extend

te each other. Iun the case cf eredits ia the Torn of
grodo eupplied by the UE3R te soeclallist ecouptries, the
sreditor and the borrower are not industrial and per—
chent cepltalists, bub govermmenis 1 ithe role o 800
18148t producers. Similarly, ln analopeus eradlte vy

the USSR to underdeveloped cepltallst countries, the
credli sgreenents sre concluded not betwesu privets fayms,

- but between pgovernmentis.

vhe syupply by the USSR 1o other countrles of
eredits for the peyment of indyatrlal eouipuent and tech-
nical .aid, héve a cerbelnm aimllarity with the prrmarited

 finencial credliis that the USSR used in the past in espl-
ailet countries, €. £., the Engilch credits of 1636

ard the Swedish credits of 1040 and 1946, The simllarity
copeiate in thelr stipulated choractser, thelr "pinding
atipulation,” through whose fores thase cradlis GATNDY

be used for purshases of goods and payments in third
countries, but only in the country of ihe sreditol,

. The Aiffererce consists in tha fget thet the pre- .|

o!;;j’«



.r rani Bewhiel oredliz Y*ﬁ“m?fn« or . 4n the form of
goodeg, whoeress ihe es piier spurosried financlal credlits
of the sapitailst voupntrles o tha Soviel Unilon weve
eradits in tne form of ourrensy. e meprchandise form
of the Soviet credils ls & re:s it of the fact that both the
ﬁw@nLtOf ard the aupniler of poods @Ufmddﬁ@ﬁ on the basis
£ ¢he ereditn t8 the Soviet Governuent in the ”Glﬁ ff a
sin%dx sconomic entity. In Lhe Pinaneial cradits of thz -
. cepitelist courtries the speditor and suppller wcrm
6i”f@waﬁ+ indsviduals.  Oredits were gxtanded by the gov-
ernment, but the money from these credlits went i@r the
paymnent of goods suprlied by private firms
: B, Duration of the Graéio- wfuw the puir? of
view of duration, cratits of the UBSE to other countries
can he dkv;mwﬁ inta long term, wmoderate terw gnd short
ter: sdliia. L ' » i
‘ Long term credits (mors than & yoars), a ‘
pensrel rule, may apply to alamost sil @pwﬁ%ta cytwwm@ﬂ -

enare,

Ter ithe yPWﬁPPt of industrisl eoulpnent and i@;hﬁiu®é
434 rendared (invwﬁtwaﬁt eredlts! both %o soelslist
countr] @a and to uﬁﬂaréav@ﬁapai capltallist eeww%riﬁwy an
well &g to some currercy credlie.

te term crodits {rrmm 3
= eredits for the pawwam%
of rav paterials, Pond-atuffs and copsumar gﬁm&a¢ TRLD
1oane , sowme currency crediie, and alse coumeralal 3 e ita
of Torelgn trads 8?#%0%@ﬁ of the USSR to organizatione
iraa of underdavelened eapttalist gountries for &&lﬁ
to ther of indusirial 51J;%mfwhg meaAns af ‘Lranspord and
‘other similar goods. o ‘
: . Short term loans {vp to 1 vﬂﬁr; are esmmercial
credits farnished by Terelpn @%dﬁa a??nﬂﬁa of th@ USSR
1o firme and ﬁr,aﬁi&afi&ms of caplitalist countries For y
gule to them of raw melerl a?;&, sopgunor and ttne'*r i%“"’“fiu : .
ier pondsd, &8 well a3 crediis furpished by the UBER to
aome countries Tor adlustment by & clearing sgancy.
: : G, Tepes of Credit bi?b@igﬁvu By Borrower,
From the paiﬂf a1 viaw of the shervacter of the %«rzwwwr,
eredits of ihe USSR may bs divided into g&?t??ﬁ@u? rele
Cits on ﬁ*bfﬁ@?ﬁﬁiwﬂuvag sradits, and credlitc of & pri-
vete character o flrme and ﬁzg%ﬁﬁz&?‘mn of gapitallist
cavnurﬂﬁwk 11 credlts extended by the URLR to court-
tries of the 8092 d;iah camn &re ﬁuh$4 &0 3wnﬁit EFT D Ber
ne rts corntuded biiwesn gpovornments. Both the srefitor
gnd horrower in theegs frc&A?a are governme nh&, The
same cheracter belenge to the majorliy of erefiiis sllovwed
to wderdevaiopsd eaptta)iﬁb sountriss by the 38k, Yhe ]

L
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In the elas& of moder
year to 5 yeavs) may be lnclude

o
o S5




r

L S - : "
-only eredits vhish can be sonsid ewaﬁ to bhave & privete
character are those extonded by forsisu trade agencies

of the USSR to orgavizaliions snd firms of non-sccialist

countrlies for the sale of ejuipment and miscelilansous
goofis, In this class may slsc be lpcluded sredits furn~
fshed to government enterprises of vunderdevsioped 0&p1—
tallet natious,

IX. ﬂnteﬂm,gmpzﬁg‘og n_ﬂ@mnym er gdit, Tﬁe -

_améun% of the cradit is Indicated in the ma;nxity of arcd-

1t agreemenis in the form of & definite sum. In aure
credits, esrrarked for peyament by the borrower for ine

‘dustrial eguipmen? and teehalcsl ald, the amount of the

aradll le indidated In the Torm of & mﬁmi%um gum, “up
to such end such a sun.” In seme oredite of this type,
together with sn indlasation of the smemmt of the evedlt,
there 48 a stipulaticn thet ihis sum is 5ubﬁaut to fu-
ther deteramination.

A% the time of the signing of the e adit agreemont
tne amount of such &r@u¢%ﬂ gan be deteruinsd nnlv QLR

dmetely, besavse the final ameunt will app@wu on ithe goet

of the goods end services for ihe peymont of which ths
aredit 4e extendsd. This i¢ especially so where the use
ol the oredlt continues over & number of years.

The priecss of the goode supplled in scoordance 5
with the eredit acresmonts are based on the prices of
ha guﬂtﬁ in tha'w¢rld markets, Thess priua take & de-
Fivife form in the contracts coneludsd or the basie of

the eredll agresments botwesy the suppliers of tie erofd-
itvor country snd ithe custowmers of the borrower sovntiry.

CBurh an agreoment on prices usually takes plece al the

heglaning of the year between the T@Qﬁﬁ”ﬁf«@ thﬂkiﬁrgm
In copmsetion with thiz, it is oo the movsament of prices
in the world markets of the goods teo bo suppiled and the
garvices to be rendersd during the peried of the oredit
that the cosdt of the govds and aserviess stipulated in

the oredit arresaent will dopend. How vuch irdustrial

sguipnent and maberial the borrovwer coumtry will vre-
selve i dspendent ¢n the definliltely establisked figure

‘0F the credit. In exnctly the same way, 4t is the change

in the priess of the ga&&s that will doteraine the
guantity of ithe respsobive goods which will be at the

‘ﬁ&FPGQ&T of the oredlitor country when ilguldation of the

oredldt nd interest pavments therscn cormence,

In orcdits earmgrked Fer paymsnt of Soviet sup~
plies of raw paterisls, food-stulfe and consumar goods,
ika amnunt of the credit is usually a specified figuvrs.
in grain loan sredite the amcunt of the cradit is indi-

"
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r.cataé not 4u money but in the welght c¢f the profuct aup~
plised on oredit; &. g., 80 wany tong of wheat or fodder.
A © Is currency eredlts, the emount of ihs ‘eredit is
specified ir rublea or In forelfn currency with en udie-
cetion of the squivalent gold content, or by & Yizsd -
gold welght totel alone, For swexple, the curcahey ored-
T4 to Yoland in 3947 wes in the form of & loan in gold
of 27.6 million Ameriecsn dollars (1 cunce of pure goid -
- w §38), The orsdit apresments usually specify ip what
eurrancles the oredli mey be used. For example, in e
1654 end 1905 credlt agreementd, in cech of which Flnland
wae provided with a currency oredit of 40 milllew rubles,
£4 wee provided that the sum could bs repelved In gold,
Amepicen Aollars or other forelgn currency mutually a-
graof upim, , L I o
$311. Zarparked Crefits. In eredits for the poye
mopt of supplies of equipmont and goods, a8 well a8 bech-
nical aid, the purpose of the credit is indlicalted morc
Cor less Aefinitely, either in the oredlt soyesnant lteell, 3
or in the statements attached with tho liste of poesds ‘ ‘
o be supplised. When the use of the eredit extends over
& protracted time further speolficatliorns of purpohe arse
ineluded in the yesrly statements sszented to by Loth

aidles,

Yergarking oredite as to purpose eraates & direct
cornestion betwean the sxhension of crefit and the supe
1y of definite gooda. CStApulating the purpcse maaus
anceptoncs by tha creditor countyry {the UBBR) of deflin-
ite obligations with reference to the supply of goods
aud the extanszion of Gechunical aid to the horrower coun-
tey. From this flows the pnocesstty to make provislion
19 ths netiomal economle planeg, during the peried tho
herrowsrs are Lo use the eredit, for additional producticn
o the speeiiisd itypes end classen of industrial eculpn-
Cments, maberials, ste., to gusrantee the supplies stipu~ g
lated in the ersiit agresment. 4n elternative is to ‘
provide the pocds frow evallebe stocks but for this also
provision sugt be mede. . _ - 4
In the case of gurrency oredits, stlpulated cred~
its mean acceptance by the bDorrower country of definlte
eurrency velues in gold and/or foreign currency, and not
40 gocds.  For iis part, ip order to fulfill curreney
Toe the USSR has to make provision elther fur additiotie-
21 euerancy receiphs opr to use ils currency referves.
iV, Trpe of Cuyrreney of Oredlts. The currency
of the eredits, extended by the USLR 10 othier comirisse,
can be either that of the craditer country, 1. €., the 4
Lo : ‘ ' ‘
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USSR, or of the borrowar country, or that of a third

.t

eountry. The curpouey of 2 meloriity of credite ‘exhended

¥
LA

. by the UCER to sociuliat eountries in the form of gords

13 ip rvbles, ths Sevied curpsuey., Bul coma credils ara
grauted in Forelgs CurrTentys f.g., 0 the loau of 1950
fo the Chineze Pgople's Republic the gurrency vas in
Amarican éollare with a stipulation of thelr gold eon-
tent (1 ounce «f pare goids 3% Agperican dollarsds
Sows of the credits extended resently iun the form
of goods to nop-atcialish ccuniries, are grprosesd iU
foreign cWIPSIUY, @, B.. the ovedits of 10TA and 19%6 to

Afghenisten, of 19506 snd 1957 te Indenesie, and of 1958

1o Argeatime, Vera in Amerlosu dollare,. The 1955 loea
to Tndla wes iu the looal curpemey of tust eountry (Pu=-
peasi, and the lcan to Icslend in Inmelsudie kroren. o
ma othsr hand, ths losu of 19%7 $o Yunlia end that of
19%8 to the UAR, were in rubles, #ith a stipuiatlon (V3 4
their gold eontent. The lean of 1958 to Ceylon was 8180
in rublas. ' | o R

. In currsrcy eredite, the forelgn ourrandy in
waich the loan s grented is in easlly eouvertible cur-

rency, which sex be useld for purchases of goods and

othaer payments i third covntries, JIn credlts for more

ohandiss, i they are extendsl and are to be iiguidated
neh 4tn awrrency, but by supplles of goocds, the curpraucy,

regardless of whether It is in yubles, dollears or aome
ethar forelign currsncy, le not & froely cunvertvitile cur-
rengy, but only & messure of the valut--a unld of reck-
opiug--by whlch the swpply of gecds on oredlt 1o eyale

Cuated. Por the vurpons of kespiug accounts of the use

of the oredlits ertended in tha fora of msrohandices, axd
for its repayasnit, the prices of the goods supplliad
ghowld be eupressed ln the currency in which the extande
e¢d eredlt wesn Xlgured, ‘ B I

V. Fhe Term Aspect lo the Use of Credite. Xu
the oredit sgroemsnte of ohe USSR with difiereant cout-
ries, the time during which the borrower sountsry can use
the uredit is determined iu Alfferant waya. L soms

eredits, espesiuily loemd ie eurrensy. the rilgat of the

berpoter to use the sredit begine Lomedistely dfter 1%
goea ipto offeat. Ta oredlis arteniad for paymept of
Sevisth sepplien of indusirisl equipment and teshinical

234, thers ig usuaily provislon for the parled of tine

durlng whieh the borrower can use tha credit, Yhus,
for @E&ﬁﬁlﬁs ia thes agresment of the VB3R end the Cale
pess Pocple’s Republic of 19%0, the oredlt wes to De

t.
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grented and ussd during & perlod of 5 years; in the credli)
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1957 to Indovesis the term was 8 years; in the credit
. Gf 2@@6 to ¥oland, 3 years. Usuelly the use of the cred-
3% 4is in esual snnual allotuents, aswetimes with the stiv.
gistion that the unnsed vart of ihe credlt Iu any ong year
¢sn he ussd the followinz year. In th?ﬁ%é% sradits, 48
for examplé, those to Finland, the right %o vso then 311
gt once, or in parits. 1s scmeblues ‘%% rulated. v _
. The leéngth of the term of lowne and ersdite heg - -
2 dsfinite elfect ou the Soviel nuaangv ainge, L0 EUATED -
4ee the suprly of the stipulated iteme of &ﬁaunu?lai
gouipment and other goods, pT ina&iam in a&y giweﬁ ﬁ&?m
icd must be adjusted scbordingly.. .
;i&g;ﬁgm‘g;gd&g “% 1; wzf of G @f;&% o7 Ponds .
Ganipmens and 1A i@z*&)d oL 8reait
aunce with contracts Arewn un
18 of the credlit sgrossenis beiwoen the e Boviet
supplving apensl and the clientz of borrowlogm couniries.
in thess copirszeis pri g3 Tor Hhe goode to he aurpllied
sud definite dalivesy time 1laits a%g figed. With orod-
its to sooisllst couniies, tha economic agenciee of the
U8R ﬁ*?yly?ﬂm the gsaa recelive puymaut for the é@q%
of the supplies oo acecunt of the staete budpel. end the
eroauric apenclesn @* thie wcayao?&?ﬁ soeiailist coumtries
for the cost of the goonds to the stabte budget of

are carrisd ﬂ&u iﬂ &Gﬂt

iy own oouniry. v |
VIL, Intorest o @wzﬂigﬁg Tha interest retes on
tits are adaubiﬁwhaw iﬁ the eredit agreements end do
rot shange durinp the whole time the credite ars in
rewwﬁ?ﬂas &f what %he Future rete of ia@m?ﬁ%ﬁ
on losns the weorld financial market will be. A8 was

indicated iﬁ g oresad

-f“:.’
~, ¥ g
. TE T
o “'ﬁ

&4ng ehepter, the rate of interest
on some eredits recalved by the USSR in the past from
aapitaéia gountrles filuetuated “ian changes 4 the dig-
wat reta of the ereditor country's central Dank :
"y leons to socigalist oounmiries, whether 3aﬁﬁ,
mcderate or ehort term, the policy of thv BB in raceunt
times Las been n» wa rpe 2% par anpum.  However, afier
teklng into consl seration the destruction of the esonomy
cf Ching during %1 wzmlomgem'a Lonal war for indspend-
ence the interent w“L@ on the 1950 &nau term leon to
ihe Chidnesoe Feople's Roputlle wes set t 1%, Tu gz
ceptivral crses loans have eve 20 Lean m«i@ o &% &ntﬁy«
ert froe basls.
L The unchanging rate of luterasst, égvfﬁiﬁﬁﬁ ef
the terw of the lean, reprecents one of ar spacial feg-~
tvres of Soviet ersdits. Diffariog wldely from this
practice, in ﬂ&pftﬁliﬁi'ﬁﬂiﬁzfmﬁu'bh@ ionger The term of |
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‘eradit the higher is the rete of interest, all other

A

things being enusl. - : . o L 7

~ On eredits by the UeSR to uvnderdevelopad ganitel-
18t countries te pay for suppLlies of eguipuent and Mater-
tg1ls and the sxtenslion o techmlieal 6ld, in resent tlres
& rate of intswest of 2.5% per sonom bas prevailed. 48
wes indienied above, these ratas of interest sre on
vevorable leriaa €5 they are markedly lowar then Lhe ine
tersat charged by capitalist somntries for siniler £ ot

eign eredlts.

B TV, 2we ddedte gf Crendis. 102 duration of
{he eredit is usuelly cstablisned exacrtly in the reapatte-
1ve oredit apreamenta. Distinstion must be male smong

the following: 1) the period of +ime Gurinz vhich tne

credlit ig lioukdoted; 2) the perind 6f time afior the
predit iz spent wund before 1eauldetion begingd % the
rarminal torme-up t& the end of doliveries; and 4 &
@wlédle term. S S

g term of the ilouidation of the eredit for

‘most long term credits exteuded to soeisliot countries

for equipment and techntcal aid {investment credits),
1510 yesra. Thils term wes cet in the lean Yo the Lhl-
nane Paople's Republic For 300 piilion Arerican dollara
s well g in the 1957 lesn to Huugary of THO mililon
ryvles, the 1956 Loon to Rumania of 270 willicn rubles

Cend the 1957 loen o Alpsnia of 160 millicn rubles.

g,

: ¥or sroGits esrmarked to pay for rew materials
snd food-stuffe, the pericd of 1lguigation 13 shorior,
Tpus, in the 16566 credit to Poland of 100 million
rubies, which vae partly 4in currency. liguidation wae
to take prece in 4 yesrs, In the TOO willlon rubla
credit to Poland of 1857 to pey for the svprlies pro-
vidgsd for in the speslal sgresmant, the eredit wes to
ve utilized in 1GEBL1GE0, but the liguidation vee to
Leke plece in 10671068, 4. 8.0 & FOLYS. Tn the 1957
grain Josn of 1400 tus te FPolant, liguidatien wae o

VTers placs in 19E1-1062-~2 yoars. A grain lean to

Pulgarie in 1937 wes t¢ be Jisutdeted in 18871550~
% years. ‘ o '

e period of jiquidetion of ewrrsacy tosns 1a
wet the same in the sredilt egracments witn gifferent
sountries. Thue, in the loan in frae currency of 1953
+o the Germon Danocratio Republic, 1t wes for 2 yearsd;
sy, the lean to Hungary of 1587, & loan of parit currancy

and part merchandlse, the provigion Lor 1lquidation

wes for 10 Years.

§
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I credits to underdevelopsd capitalist countriss ars £ g
what longer than to sooinlist cpuntries, Thus, in the
‘fean of 1086 to Indenesis for 100 million Amaricsn dels”
lars, the term i for 12 years; thig was alsg the case
for the icng ternm lesps to Iudie in 1955 end 1987, and
to Feypt dn 19586, In the long tern loan to Alghanieten
for 100 miilion Ameriecan dollors, the 1tguidation perled
waa for 22 yesre. In the 1950 lean lo Argenting 1ligul- .
dstion of the loan starts 3 yesrs after the delivery of
the eculpment and contisues Lol & poriod of 7 years.

Both currency credits granted to Finiead in 1954 and
1655 are subjeet to repayment ip 10 Vears. .

Under provisions of meny loause, repayunent beglns
net izmediately after the sxhaustlon of the srodlt, but
enly efter some lapse of tima. fhuf, in the long terw
credit of 1086 to Afghanicten, ligulidetion Lefan 8 years
efter 4ts utilizetion: in the credit of 1955 Lo Argen- =
tinn, 3 yoears later; in the 1950 sradit to the Irsgl .
Republic, 1 year after the full delivery of the comnplete
cets of squipment provided for in the conirests. ,

~ Asm was indlosted above, it is paeesanry to dige
4inguleh the perled durding which thse 1ianidation of &
wredlt takes place from the termival end middie pericds,
Guring whieh the borvower makes uss of the full sum of
the orelit. ‘ : : S L ,
I¥. ¥eihods of Linuigatine Loaps apd FPaviog o=

terset, It the eredli sgreengnts with 4h Cgountirles of

the sceislist comp thess methods dAffer somewhat from
the provisiong in gradlt agreeunents consluded with un-
cerdeveloped ecapitalist counitriss. Tn 3h2 wajoriiy of
eredits For goods to soclalist covmiries both %ha ré-
neymant of the lean and the paynent of interest Lakas
wiase through suprlies ef goode, se & rule, of goods of R
The uwsuel expords of the borpowsy comnirisa, oir, to e .
wore exwch, op aseeunt of the recelpts from the sale
of thace goods to the USSR for later elearing of et~
aounts, in the grein leans ip hind Licuidat fon of the
aredlt end peyment of interest take pince direstly in
ind, L.8., 1o deliveries of graim. @itk morey pisylng
we paot et all, . ' o
"he wepaymont of ¢rsdiis and paypent of intersst

g4 plece by enfering sericiically the sums of ind eht~
slnesz due the USER enm the eapital plus the interast,
i3 modity cireulation with ihe borrover
rovntry,. for clsaring purposee. CIf . in the clearing
aoaouat of the USSR there 1ls found an srndebiedness with
relabion 1o 4he borrower couniry, then the latter is de- i

L
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‘erensed by the suz of the lnatalluent of repayment plus
interset. In othar words, the USSR s freed from the
obligation to cover ithe sorresponding port of this in-
devtedrsas with supplies of its goodo, which mesns thet
the credit was Jiguldated by the borrower with those
goods a8 & result of wileh the indeblednsss appesrad on
the eclearing aseccount. o 1 o :

. Ip some credit sgresments repaymest is provided
for not with goods of custopary export by the borpower
ecountry, but with péoduets of those unite and industrial
enterprises for the construction of which the DESE exe~
tendied oredit torthat country. The credit agresmants
betwsen the USSR snd Pumanis of 1955, and with tbs Ger-
wan Demseratic Repuhile iu 1958, providing for szsslsl-

. anes in the development of & chemleal industry in thoss

couniries, conteined susch & provislon. The repsyment
‘of these credils from these countrles willi bs by delive
eris to the USSK of products of the respective chemicsl
industrias, S . o ' .

; . Under the provisions of a long term cradit io the
Chinese People's Kepublle im 1950 for 300 wililon Amsre
foan dcllsars, repayment of the loan witna intercsstl was
¢ ba by deliveries of praw materials a 4 ten, ag wall
as gold and American dcllarg. Later these provisionsg
vere changed. Repayment of ths loan plus intersst now
Lock place, by Lhe consent of both sides, by dsellverles
of customary Chibess exports., As is the sase with loszns
by the US/R to other soclalist countrles, sums duve from
" the liquidation of the loan plus interest now go to the
elesring account of the USBR accordiug to the current
compodiiy ciroulation with the Chinaese People’s Republlc.
, Carrency credits are repaid under condltions of
the respesiive sgreements eithsr 1) in the saws eurrancy
veiues in wbich they wers recelved, Ll.e., in goid or

11 the stivulated foreign currency, or 2) in deliverics
of sustomary exports from the borrower country, i.e.,
by earrying cver the sum of reparment plus interest to
the clezring account in the interest of the U3SR ascoord-
ing to the commodity circulation with t 1 couniry. The
surrency loen of 1947 to Poland, es well az the currency
jeeng of 1954 snd 1955 to Finland were repald with
goeds, The second 7arlant was used in the combined
surrency-merchandise lcan to Polend in 1956 for 100 mil-
~licn rubles. Repeymant of this credlt ls through de-
iveries of Polish goods, Simllarly the ocurrenay part
of the loan to Hungary In 1957 for 200 milllon rubles wil%j'

L
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© be repaid by its eusicmery experts. Long term loans to
underdeveloped W%wit%i%at gountiries are rapald sither hy
stipulated geoda, @r by receipts from the ﬁ%&ﬁ af cuse
tomavry exXporis, or ﬁﬂfﬂ&hﬂiy with goods aw&/@& f&ra*gm
CUYTINCY »
. hus, repaypent of the 19§f ican to Afghamﬁstam
for almost jmi ®411i0n Ewmerican dollars, s toe-bo in o
waol and ootten, For the long term loan 30 Afghenieten -
. of 1956 for 100 million American dellare, repayaent will
be from revelipts of the ﬁﬂl& to the UIER ﬁf Afaher ex-
ﬁ?ﬁ?tﬁe _ , - ' o
 For the loug torm 1®ar he 1wﬁ&” of GBS and 1067
popsymont will ‘be by a deposit of Indlep rupees In the
barks of Indls 15 the scesurit of the Blate fark JEER ,
The money in this scsovndt in rupoes can be used for pare .
ment by the USSR of goodae purchaﬁ@ﬁ in Iandia, or i wan
‘b eonverted inte Pritimk oo nds
Heparment ples inberest mu the long tern E%“a
joer 4o Indomestis ean be through receipts of the ssle of
-,mﬁ@aa ien gpocds to the USSR, or with hﬂih%ah g@uwﬁa
Aierling e well 2s with emhaﬁ sanvertible currancl
mutually assented 6 by the ﬁ%atﬁ Bank USSR $ﬁ5 %%@ ﬁﬂm
trel Bank of Indemesla. . L.
“he long term oredid ﬁm E@yyﬁ of }Qﬁﬁ fﬂ;’””
#2ilton ruplsg, plvs interest, will be Ilguidatel by de-
poeiting the S??pﬂlatﬁﬁ gans 1w Beyptien potods stere
1irg in & speelal scoount Tor ths State Bank DISK im
the Habional Bank of Royet. The deposits ip Ngyplien
prtnda can ho wsed fuﬁ peyment of goods 3 por agyeement
aen the URER end Hgypt, end/or oan be cenvarted o
Bitish poumés or cther a@ﬂ%fVﬁimla &uwvaﬁa”, a8 per p=
scrszment betwesy the benks, ' ' ' ‘
_ Trha conditions of reontyment af Bovist ﬂfﬁd?tﬁ te
u&ﬂﬁﬁﬁ@Vﬁxﬁpﬁ sapitiiist @ﬁﬁﬂi%x{ have ous ¢odmon Lefe
ture, nemaly, that the USSR does nod reguire of ithen
poywsnin o forelgn free ourrensy, erpacially not In
‘ éﬂ%ﬂi“ o deliers, in splite of ithe feot that some of the
& 1% gre ¢Xpvirered in euch ocurvensy. JTaking into
SAuration the 41T0ieuliles of the underdevolopsd
5, whe TACE agrees to Llouidsation of thailr orede
gliverize of thelr guetbousry axpovite, or by thelr
currencies which sre oonveartibls into British
~ands sterlivg and which pley an important role in %h&
inverastional Rponuntd of these counitries,
Yo aiwost &11 4he credit sgreemante of the US %R
with scelslist sounbries as well sg non-sosialist
covntiries, the liguldaticn of Jong teim ersdils wes to B
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r b@ im acusal anuusl imgtﬂllmentﬁ within the stipulated

tiwe. - A3 sn guample one san wHint Lo Yﬁ ﬂy&@ T AgPal-
ment of the USSH end the b?iﬁedn Faopie's Hepuhidc of

14 February 1350, accerding to vhish lxaa*mgtio* of

the loen of 300 wlllicn Awerican dollers will take plecs
over & pericd of 10 veury in saual aupual paymebta--ope
tenth of the credlt recal Ted--not iater then Ji Dezenber
of gach yesr. The rirst inetallzent was due nel latoer
than 31 Lecember 1254, snd the last not jatev then 3l
Decsnber lvﬁ o -

o %, uuﬂugggn Crgdits @ag ”wa@;? negfszfg* in
the firat leng term and WNC epat g Lavh Gracits grant af

by t%f USSR afier World War ij i diiferaont @apvlaﬁ ot~
eratic eosuntries, ‘wpm”autﬁg‘L%@ arparganernts of these
&r@&iﬁa dere through reselpt from the borpowsd couplyy
of ap clal @b;&@&t;aﬂa aimilar to Wonds. later, tnls
pr&aﬁica, vhileh teg well kmown in capitalict sountries,
ceanad to be uvused, AL the prasent, «ll oredlts granted
by the UBSR to scoialist couniries and io the wejority
ef underdavelopsd coumtries, are arvenged Ly aulerlng
the sums of uiilizsd oredit in spealial aceLunte sarried
2n the State Bank USHR and in the soriral benks of the

i

respective borpower countries, These ascounts also

dkrw vokagmrgtg ¢n these eredit:s piues ilonterest. The wovrk-
ing melhod of keeplug thase adocunte snd celeowisting the
hii‘&?&%fﬁf and lguu*ﬂa*imn of thz eredlis Lfa agresd
pony by the UBEN 8tate Bank and the ceptral banks of the

) a‘.}l‘{‘f’@% E%"‘ covatrles.

Jn the long tern ﬂﬁﬁﬁiﬁ of 1958 to tha anting
Kemublie of 100 miilicn bdmerican dollsrs the a of the
oradit was through accepiance by the USSR of bille of
exchange 5vafmntea% t? 1he Brgentine govarnment and ig
ved Ly the organidatlions receiving the eguipment oo mraiw'
it. ‘

_ The ouestion of oredil wrranpepents hoas an ﬂmm
pﬁ“ﬁ,ﬁt stanificsace a*sﬁ ﬂﬂ the extengion of commarcial
cragits %y fﬁ@‘ﬂfvﬁd? foreign trafls spenciesn *u fi TR

sud organiratiors oF ﬁﬁpaiﬁl& 1 underdeveloped countries.
Tu the cose oF the sole of Soviet pooda on iaéwvrﬂd -
vavients, & more sxvellienl form of arranglog oredis is

S

by accenlance of p’@m*qaﬂmy nttes from the borrowing purs

chaser, In thls goumestion, 1 tne customer 18 not the
goysrpment or an ﬁ?ﬂ@ﬁ;ﬁ%?iﬁ” for which the goveranent
¥1il essune responsiblity, but private flres and busl-
neases of gome cther kind, ther szourity of payuent can

e ohtalned through & gusreniesd promi #80Ty note of tha
goverument or central bark of the customer's country. J
L.
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Thepre ara cases where unfer cerilain conditions thase ns-
gotielles notas can be dicocunied In leocal or fovslss :
bankeg or loans ¢an be obtalned in these Lanks, wifh thesae
noiss az collaleral,
L, Ineludlog a Geld gtipuletion 4o the Frﬁvﬁﬁ&wﬂﬂ
of the Gredlta. A3 WeE LLAinaled PreviOously, numher
of credite granted by the USIR to olher countries are - .
preszed in foreipn curreney. fv some of thess provielon
i &lso made for the Jiguidation of ithe credlits. Tu vliew
of the instebility of eapitalist currency during poriods
of persral eceapitaliast &“1&& g, from which even the Amorican
dolier 1o not exewpht, 11 besomes advisable %o inolude ia
the provielons of the Vuﬁy@ﬁﬂ*%ﬁ aredits p gold sbiptla«
tion. This is of speclal siguificance in the cass of
long term credits. Furthermore, a 9»1& stipaletion ahould
exuress Lhe dusl aspest. If the loan is granted in for-
elzn CUrTENCY , €of. in American dolilers, and the atliligi-
ttwﬂ of the Loan iz for a duration of several vears duritg
oh the currerey of the loan may depreciate, then the
g BT country will raeceive on the loan from ths cred.
sountry a4 swaller gquantity of industrial egulonent
¥ ef sther goods than wee provided for when the nredit
v~wﬁ*4% wag coseluded,. On the othse n nd, 4F the de~
Lon of the currency in vhich the Zoan is drawn up,
¢ after ite uiilization during the perisd of
tion, then the creditor @Quntry quffeww$ bacauss
hhor eountry will deliver for llgudetion of the
speller cuantity of geods. Thess ar@ the eonse.-.
ey when ﬂtﬁ?aﬁﬁwﬁﬁf currency resulie in a eorragpond-
155 riaa iz the pelcees of the goods avﬁﬁﬁi@i in the course
of “he extensior of the eredit end 1ts licuidaticon. In
this Cuﬁﬁ?@*?bﬁ, the gold a~1»&3%%$&m-1m long term loans
g 3 the interests of botb greditor and debtor

wmwﬁwww@mww

.3-& BT @4

ﬁ@ ?()"E X‘g o
Tre gold stipulation with this dunl aapsct was ire
cluded in the p.wgla%mm« of the i;ar tern loan of ALY

to the Cninsse Fe st Republic of 300 million American
dotlars, in the 1 term 1oan to Af ghaﬁisiﬁﬂ of 1956
for 202 willion ioan aalinza, in the long term loan
to Lre Arpentine depublic of 1988 for 100 ﬁ“”“kﬁw Ameri~
Loss dollars, and in @@Je?ﬁl aghpp loans,
Jnow oanmbae of Leoaps grented by the USSR to un-

dey sy uanped countrieg where the amount of the eredit

i cxpressed In publes the gold content of the ruble
ia,wra asted, Examnies of this are the leans of 1987 :
to india end of 1958 to Igypt snd Ceylon, ]

L.




i

fhus, in the agresment betwasn the USSR snd Egypt
of 29 January 1958, in which oredlt s grented in rubles
but its liculdation ie in Egypllen pounds, gold etipu-
lations are provided for, in relation to the ruble as
well @z 1o relation te the Eayptiazn pound. In cass of
chenge in the gold content of the ruble before full u-
t1lircation of the credit, the amount of the credit that

Cgtill remains unusged ghould be revised in sccordencs with

this change, in ocrder to melivlaln the gold ggulvelent of
the unused part of the eredit. Simtlerly, in case of a
change in the parity of the Egyptlan pound, then the bale
anes 4o the account in faver of the State Pank USSR in ,
the Nationsl Bgnk of Fgypt, in whleh ere entered tne pay-
ments of the credit liguidetion, should o revised pro-
pertionate o the cheange that haes taken place In the gold
conternt of the FEgyptlern pound. : ' N

H. Gopplusions, Pv@apaéta for Devaloping ths Internsat-
‘ iopal Oredlie Helatbsone of the UbSh. ’

Ae is evident frou ihe preceding, the USSE has
changed since the war from & debtor couatiy, using cred-
tte of capitalist countries, into a creditor country,
extending credits to soclallst and non-soclalist

Csovntrics. The sum tetal of long term oredlts exteﬁﬁeﬂ

by the USSR to countries of the scslallist camp wes, in
July 1957, £6 billion rubles. [Sse mets] I to thic fipure
are added the long term credils granied by the USSR to
capltalist ccuntries from 1054 to June 1959, amounting,
sccording to figures published Ain the Soviet press, o
more then 4 billicn prubles, then the total flgure of
credits grapted by the Soviet rune to more than 32 bil-
140n rubles. Tolis flgure exceeds by meny times the

totel sum of the credits recelived by the USSR during the

time of and after Worid War II frow capitallist couniries
(¥ngland, the U3 ond Sweden}, and alsc the total gum of
the pre-wer Torsign trade credlt indebtednese of the
USSR %o eapltalist countries, which at ths end of 1931
amountod to almost 4,800 willlon ribles sdjustsd to the
1956 ratg of the ruble, ‘ v o
{lots. Bee articls, "Eeonomle Gollaloratien of

Countrics of the Seciallst Camp," Fravde, 14 July 1957

: - Tho Tilgures cited indicsted that the oredit dbal-

arce of the USSR with the forelgu worid has at the pre-

sent time a significant active balauce iln faver of the
USSR, and that the USSR therefore appears as an important

‘sreditor country. But, as was shown above, the USSR le & |
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creditor eountry ¢f a2 gpesiel ¥ind, werkedly different
from the sapitailist orediter countries. This is explaln-
ed by the sect that in e socizlict sconomy thera la an
ghsence of those csusos which sonpel capitaliist countries
1o eacury themselvesa with the export of capiial, lasind-
ing the form of erxtendling lozns and srefits to other
govntries. . o ' _ ’
« The eredits granted by the USSR to other countries
~ heve nothing in cowmon wiih the srxpert of capital in &
 sopitalist ecomvmy. In a sapliailst economy the expord
of gapitsl becomss, in the perlod of ipperislilsa for the
more prosperous cepltalist countries, an urgent netesnity.
As Lenin pointed out, "the nsed for the export of caplbal
1e ersated by the fast that in gone countries caplialism
"beoame overrips,’ ead espltal lacked opportunitics for
torefiteble’ inviostment, (uader comltions of undeideval- .
opment of agriculture ard the poverty of the BRAGED) . ‘i’
Bessune of the unwillingnezs of capitallsts to uss -
surplus eceplital for ths dovolopment of egrioulture and
rataine the stendsrd of llving of the workars, since thie
would meen a lowering of profits, these capliial Tunds
cahed Lo brokward countriez where cheap rav waterials
2 low wexes promised o maximum profit, as well ae Lo
fudustriaily édevaloped countries, whan the extensicn of
lorre ©o tnase countriss offered the creditor definits
“poneflino. ‘ _ : ' R
Under conditions of a coclalist economy, having
dsstroyed the basic conflict of eapltalien~-a conflict
batween the social charzcter of productlen and the pri-
vate form of cwnership--ceuses are abesnt whilch in capl-
t2iiet pcouniries eell forth the necesslty of exporiing
ansital. In the plannsd eswmoemy of the USSR thera esn A
bu pe Tsurplus eapitel.” The develepment of produttive .
forees in o soclalist eommonwealih does not rest om tha
parvow 1inits of a demand that musi briug profits, ae is
the cese in a cepltalisdy economy. Pessrves, whish heve
eosuruloted in & socialist economy, are directed iu &
pisnned mennsr towerd purposes of expension of socisllst
eviuetlon, 2ired ab raisging the standard of 1ilving of
e, ir zooring with the wesie econowic lawv of 80

H
E a

Srefiis extendsd by the Soviet Union cmnnot, by

Yo vay veture of the gociailist sconony ., TUrsue BIrcen-
a=r ends of sarning abroad a higher profit, of expioltte
tion and enslavement of debler ecountries, ag iz mostly

the casa with orediis granted by gavitalisct couptries. In
view of the abuence in 2 goeialist ecomonmy of & gpscisl

L
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gategory of oapltal es surplus funds, bringing ed4ditionsi
profit, end therefore alse the abswmee of & ecihegory of
canitel for losns, the material values which the Bovled
Governaent exiends to slher souptrles, under vonditlops
of eoual return wilthin s definitely set perdsd, ars siml-
ler enly in Porm %o tho credits In & capitallet esopomy.
Tra oinw of these "eredits” ia rathor the extension of
friendly Glsinterenied asopounie help to oteer gountides.w
aacialist end nen-socialict, co
‘ © Yhe objeéctive essnovis laves of socisllsm find
their raflection alee o other charecteristic Features
of intermationsl orcéit relations on ths part of tho
Soviet Goverament. Ths interost rates on eradite granted
by the Soviel Goverament to olher vountiries are standerd
rates and sre not determined, e8 is ths case ilp capitalist
countries, by the fluchbuaticas of losn inkerscts ou the
worid momey wmarket. It Le eazny 1o be senviaced of this
fron the cowparison mede above of the interesh rater on
inane and ersdite extendod by the USSR durlug veconi
years Lo sosialist and mon-sogialiast counlries, with tas
inserest rates on losms avd crodits extended Qurlag this
g period to @iffacunt Borrovor sountrios Wy the United
States and other sapiialist ecunteien, as well &g LY the
Ietertational Bank For Raconatrucbicr and Developnment.
‘e infependence of interest ¥Hlse on credils
provided by the Soviet Govermuent to otusr cowntries from
tha rates of the loan inverest of the world caplitalict
rariet, Lo exoicinad by the fact that ersdlis grenied by
the USSR to other countries ars vot & movenent f leoap
sepitel, aud fop this rvezson, are not controllad by reg-
ylations charvanteristic of loan capitel in & ecaplialls®
AEONOTY o _ ' :
, e of 4he osopsequencea of snelallst productive
reiations 1s Yhe ¢heracteristic vnohenging exaetpess and
genliracy, well known te eapiiallist business eircles, of
- tpe Soviet Goverpmeni and the Sovlet forelgn ride ov-
gemirngtions in the fulfilliment of the erelit oblilgatliona
Cthat they beve sssuwed. Quite & differant pleturae s
obasrved, as wap ghowp above, in the ospléelist soomomy,
in which, becsuse of thy function of the Jaw of ansvchy
ip produsslion and goupetiticon, esonomis ¢r e &reée in-
eviteble, resuliing in baukrantey aud nob-payacht of 4o-
weatleo wd foroign debis.  Non-Tulfilimasnt of forsign
eradlt ovligatlons san have no place in the UBSE, iu
wigw of the aheence b & wcelalist economy of ordsaes of
eyar-produetion, and also becanse of & plarned ratlonal
%aﬁmﬁmy ané, in partieular, of planned intermatlional oupw 4
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roncy and eredlit rolations, Ir there plans provisions
are made for adesuate @ﬁﬁ? currency resources to liguis
date og tive all ?Q?Ci: Ceredit obligations aud ths i0-
tercat therenn, I Qaﬁﬁéatiﬂb.wiu_ ihiﬁ uﬁ@ ﬂawi%eiiV*
countriss have n@? r in the pest hed soy © jaafiva
grovuds for Goubting the capacity for Wy?ﬁr‘a by %he
Soviet Governmept., This, hawuvkﬁ 448 not stop ¥ .maaﬁiamwf~

ary eircles of these couniria , hoztitle te the USSR from -~
arreading slanderous runors @bwat the Suﬁ’¢éﬁft§ Lor

P g8

paywents by the JUMmg oy ebout ite finsncial ruviln. Thes
slauderous cappeinne alweys ended iu - dlskracelul f&ilu
ura for th_ ima;i o DU ‘
: '&Jng 1o the demante of the ecopomlc low of
develorment of & nstional economy, the de-
of interrational ¢redit relations of the S0~
viat Goverpnent takes visce according to plan, snd nol
@z harpens most of the time 48 & capltalist
suntry, Intermaticnal credit ralations ere coinduche
trne Bovied Covernment v the form of & single
bt GORALe *2%ﬁ ?uweﬁnﬁ &raﬁw on the basis
nieent  Bmonopol :
sredits g?&ﬁuﬁﬁ By the USSR to obhar soumiriss,
a woyemert of materizl valuss fronm %&& Goviet
spomy of the borpower ooun »ies, and ‘
, ﬂﬁﬁ@ﬁ%L? of meterisl values 1o the 1i-
SR
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et
o of ?e fores of f%*prﬂiy, digw
%@ thase aountries,

meroial point oF viaw, exbtenslon
V@ gthner countrien doan not oarry
. by the Soviel eeopomy of ecwe kind ‘

: 3622 .i"iz in the Torm of & hlgher *f&'”wfi.‘%; on .
X ig thy case In @aw&i 1int countries, or of ' '
cr opaing,. For the Sovlet Unicn i* WUJAG na morE

1% fﬁ“ ita plenmed escoromy, instaad of trang

(o countries in the Torm of oredliies

sad weterials, to use tham heprselfl
, ,aiﬂ& to eypand productlion, with the al
Lng v @mr aroersaced punber of products ta fﬁrw
vijﬂﬁiun in mawha g for gooda neelesd by the Bovist
nerioly . The @?a s# on eredite by ths UEEE iv %hﬁ fornm
of wigrast, the size of whish, Dy the way, is ﬁarja"Ly :
1o or dhan the Tf@?w ﬂm'ﬁh& vorld capitalist markeie B

e

G’ and payment of iontersst from these
g & ?R, egre provided Tor in %ﬁa ﬂw¢iuﬁ@¢
ok & op wimgmw* plene of the USER. The
G %E sther @=U”"“a?ﬁx mcaﬁﬁxﬁ st as well
&a bt ried, reprasendt, 28
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I pepresents only acts smzll compsnesation to the Soviet
Cinion for those Lossan whish tha Soviel eavuomy suffers
‘&8 & rosult of the withdrawal of material vuluss for the

1

axtension of credita te otuer comntriss. .
To soclalirt covotrics the Soviet Undom extends
dipinterested Iraternal ald, groving out of the prinoi-

- plss of praletarien Internationalisam,. Ey foree of those

principles mcelalliet covmiries thet have vrsoched cone -
giderable success In the davelopnent of thsir sconcay,
eonsider themeelves obllgated fto extand Tesleranl support
o other couptries, united 28 they are with thex in the
ideolopy of Maryisme-leoninisn and tha common puvposes of
the strugegle sgaingt imperislism for the buildlag of
goclaliem and commomliown. The alwe whieh the Soviet Union
prreuss in pgranting eredlits to these counteles when they
are in need of suek oredits, ccanlsts fv this! Ho nake
pessiblie the econouie progeess of these comtriss, the
strengthening of the world sccialiet systen add, thanks
to this, the spzedier sttalument of the Unlversal vige
tory of cowmunisnm. ‘ : ‘ S

With relation tv ths oredits of ths USSR Lo under~
developed couvntries, these credlis, too, serve as 4l3-
interestsd help srxtended hy the Soviet Uniown, Just like
16 eredlits to the camy of mocialist counitries, althoukh
the motlives and alms of extending this ald ars different
one from the other, 'fhe USSR, as wéll &8 the other 880G~
ellst countries compiders it essential 1o help the s
geuptrlies which haeve recently frecd themselves from the
celonial yoke, and who sre sirugeling for the strength-
ening of thseir seenonies, tut have not yel oversome thelr
Aepandence on fuperlaliiot governmerts, As N, 5, Erush-
shev puioted out, the USSR conatiders swch ald zo urgent
vesk Trow vhe point of view of humenity and the solliday-
Lty of wmenkind, Stresping that this aid is of aun un-

Cgelifish character, N. 8. Kirushohey says, "Thers s,
‘howerer, a ‘selfiehness? of & certain kind (I pul the

word in quoles), heving nothing ‘v common with waterial

‘selfishrenss, exploitation, srd balt for catehing peoplea.

It consleta ip this, that by extending economis, tevhnie
pel zud other haelp, wa creste for these countrles the
gepditions o that they, now that thay have fresd thes-
selvaes from eolonlsal epglavement, ghonld not fall Tor
some humiliatlop bvergaln with colonlalists, should nod

e

go to then had-in<hand, should not snberdinete thelr
gocnony, and that ther should be sble teo raalst atteupis

Lo impose upon them old conlonial relatlionships, even 1f

in & changed form, Halring thase commiries to seb up theix!
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1%iu%ury develop their economy, lmprove tre welfare of
ttrelir pemg;zs, by that very fwa Wwe heln mhem o sbrengihe
er: thelr indspendencs watok ther bave woa in the »?“8@1@
with the ﬁrymﬁiag ﬂﬁ&ﬁﬁ;lik%taqy ”&Jeewu of W. ﬁa ¥erush-
chevs ¥ravis,. Juiy 1858.) , , ‘

: in & m mbuf of vmrﬁr”aveaﬁpe countries of Asla
£nd éfr*@ay in pardiow &P Iudia, Af@hunia? sn, the United
Arah Republic sid others, with the help of Sovist credltis
gu&faftea‘m? suppiies iﬁ these coupiries {without immel-

tate ropayme ‘nt) of industrial eguipment and the tactiiical
848 of Sovist specleliet, enterprises ere meing bullt in
Lheavy industry and other brenches of tudustyy, “electrie
pover gtations, voztaq canals and Posds, ALl thie helips
the soceleration of the tempo of goononic developnent of
these countries and is Ffavorsbly fafiaw ad in tnﬁ motere
121 and gultural level ¢f thelr peaplet.

T 4s in thie that the giffevence ¢%wa %n+hr@ﬂ the
HASE as & crediior country nud creditor countrles in the .
capitalist world. Ta@ pozitive aspect of 1pteynat ional ‘
arediio--the ebility to sssist the developien nt of proe
ductive Forceg in 'i:hm acononicatiy backvard countrles-—-
t.is is ;&,ﬁjgénﬁ to the highest wegrﬁm and tekes on
e aled vt f *ms gnder capitallism, espac: jally in the lasi
3 davelepment, under Mﬂﬁﬁuw]iﬁﬁ;@ vavi%miaﬁm,
3 A v*c1¢1 are used 8% weapons ol exdlﬁitaui&ﬁ

omteally wask and Legivward debior
irtally developad credliior GO

L of acon
the indus

Only Hﬂﬂfw sooielriem, ae 12 ghown in the develop-
et of eredit relationg hatd@mn the UASE and soolalist
¢? noen-sosialist uﬁunumi&m, does international credll
11y manifest its ipherent progresslive iaaﬂ@ﬂcieﬁwmﬁa
siy the progress of geriously backwerd couwniries and
capnes cnd to have & poslitive irﬁ:‘“‘mm ng on the devels .
rraert of &ll humanity, - '
an ﬁ d“u 4£ﬂuﬂ@& T ORI 0% pmﬂ el @Qw&ur&ﬁtw-
{ the ah@ﬁuﬁ ! firur@a for Guveloping
el ﬁf the Boin EﬁﬁﬂmaQa% also op-
J.”ﬁﬁuﬁ Far 1hs development of Torelgn
witn tre USSR, &8 ls 1n§aﬁuta“ in tho
laa, bhe er%fxr’n rrzde burnovor of
USSR and ths socisllist countriles wi
958 one end & hml times and evVen mOre,
it 1056, The ferelgn trade turnover of

R} ?'E"MK: L&
»

a.x,

f."ﬁ

S

e it A 2 :"‘Aﬁ

E with the uvnderdsveloped counirlies which hag in-
cressed five times in 1957 coapared to 1953, wi w11 he
troatened cvenm further, as far as one can tell, A
§

o
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: The development of feroelgn trade ls sccoupenled
bty developrent of orodlt relations smong comiries aud,
conversely, the development of eiadit relations lends
to the increasa of turnmover In Toraign trgde,  Jn con~
nectlion with the vast growth of the ceonemic might of
the UBSR in 1tz pew etamg it the progressd toward com-
munism and thue in the incresss in forelgn itrade, thoare
ig gotd resson to assums the Purther Gevelopmant of (ne
ternational credit relatione »f the USSR, Az far an :
the growth of Lts ecunomy permits, the Soviet Union will
in the future extend escuorie 2id to the sceialist
gountriss and to underdevelopsd capitelist countriss,
insluding the ertenslon of oredits, if they ask for then.
Daliveries, based on Coviat eredits, of industrial equip-
ment &nd the extension of technlceal aid to the pesples
¢f underdeveloped eountrles, will help the latter loy

& 801ld Toundation for thelr etcnowies and advance

their national scleunce aud eulturs., (Ses "Spsech of ¥,
S, Ehrushchev,” Fpayds, i% July 1958.) o
in regord. to the ecumtries of the eceialist cawmy,

thelr significant auccesses in  develeping thelr esonsmien,

esneolally in Industry ang sgriciliure, will no doubl
Beve the well knowu comsequance of decrsacing the need
Tor Seviet eredlts in sowe of the soelalist cmuntrles,
&.2., 1l the Chiness Faople's Republic, R

, Hol to be exoluded in the future is the 10951«
L1iily of developing craedit preletions between the URER
end the industrially developed eapiielist countriss
with the eld of uwing the crefits of these countries
for wutual benefit. In the comsmunication of the Chairs

man of Soviel Ministera of the USSR, B. 8. Xhrushohev,

to the Presldent of the US, D. Elserhower, dedicated to
the question of improviag Soviet-Amerlsau relstions,
and in part to messures vwhish could hely rormelizs
these rolations, there is reference to the poasib Jity
of' placement by the Soviet Ualon of lurge orders with
Amerlcan Tirgs for some typea of imdustrial equipment,

cmaterlals and menufactured articlss, and also to the
readiness of the USSE 4o puarcheass more Americsp goods

- than to gell %o the US. In commection with this, con-

tinves the communication, there arises the gquestion of
the possiblllity of paywents by insitallment and the ex-
tenslon to the Soviet Unlon of long term eredits under
asuel copdlitionz. This proposal of thse Chalrman of
Soviet Ministers of the USOR reprusents & profitable op-
ration both Tor the USSR amd the US. Por the USSR, the
{?alization of this propesal would help to speed up the

W F A

-

R




.- i
F faifiliment of the prograg of fracing consuner orgduets
to satisfy the demunda of Sho Saviet poople; end vor the
1S 8t would wmesn the poseibility of Ineresaing the work
of 4tz 4pdustrial enterprises and algo 46 inorenne €n-
ployment, in cazes of precesdion. ‘ :
Yy the GerTsicpment of ipbernationsl oredli re-
laticns not only the borrower country but alen the crel.
$tor sountry hes greet ipterasils at gtake, Hredlt re-
. jabions, when they sre besed OO wrinciples of mutual
benefit erd aquality of parties garry along with tlhew
twe estublishment of closes, wuors prolonged and golid
foreign traeje gnd othel geonouie ties hetwesn ihe couniry
that supplies the oredli and the gountry which revelves
it. 8ince the export of goods 1s & cONBEQUANGE of ipe
ternational ercdids, the borrower souniry has the op=
portunity of becoming soouainted with the goods BATY st
faotured in the creditse comdry. In ils turn the ored- "
140 country gets accuainted wilh the porchandlees of the ' .
barrowear counbyy, woeause Liquidation of orediie, LOERY S .
caterent, really tokep place through deliveriss of gouds
fprom the berrover country. A% & coneeguancs of this 1%
seohengae there can oonag & developnent of moboally 1ro-
§4ble treds betwesy the corresponding gountries nob
caly ep nredlt, bubk onoa ceeh basis, i thisg wanner,
vedae normel conditions internsiional cradils cen lesd
te & wzn@&mﬁﬁmm&mmgacmﬁmwﬁctmﬁammg
oy i eg, , » o ’ ‘
foe posniblity of utilizetion by the Soviet Uulon
: from ipdustrially Jdeveloped ecanitalist
wiries Por accelaration of the developnent of 1ta
furtive Torons sannot be conslidered as semething in-
VAkle with 4t8 role as & oreditor aountry, e¥tend-
seedits to soeilalist countrles and baekwerd cepital-
wrh aolRERLCE, ' - ' ‘

Frov smony

induetrialily developed gapritaitst .
there are no csountries whoas phyaical
statives would only wish to extend :
coumiries, but would never themzelvas
arefite 6F other countries. Furlhernors,
veprohengibles s soelallist country
from cspiielist countriles. Tae poiloy
soefel voexistencs, 1o whioh seosisllst
Jo AR d LEeanpposes development of eaouomio
. i GCURLE, gt ually profltable aredlt “les
~o meumbries with differont sconomic end poilvical
- Ereryithing depends upsu vhat ¢onditions end
for whot purposss the soclallst countey recaives credit ]
grmm capitalist sountries . The nistory of the oredll ro-
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paiual bernafits, noneiaterforen

ot eratiitor counbries,
t

£ the Seviet Unién with the industrislly developed

whern it wes the ordy rocialist

in the wmidd, shows that ths credits of these vountrics,
hald the prinsiples of esual wights,

ce in tae ivternet affatrs of the

borrower country, and the atserce of amy kind of rordlitabing

corditions ean vlay & pasitive role in the dev
produstive forces of the sociallst country.

elopmert of the



CHAPTER IX | :
BALANCE OF PAYMENTS AND PLANNING CF
INTERNATIONAL ACCOUNTS |

i pelances Reflecting Tnternationsl Acceunt Relations.

USSR's Balance of Payments
One of the characterlistic peculiarities ¢f interna-

tionzl eurrency transactlons of the USSR, as a soclallmt

state, 1s the planning of 1ts internationel aceounts ahead

of time, which have become known &3 currency plans ln Soviet

terminclogy. ' _ ) '

In crder to better underatand the essence and basic
principles of the methodology used by the USSR in planning N
1ts halance of peymants 1{ would be best to briefly review ‘
the verious types of balances, reflecting the international
sconunting transasctlonsg among the countries and its differen-
tincion from the palance of payments concept. ¢

ThHe internaltional balances, witeh reflect the 8-
transactlons Latween countrles, involving such

coaiting T
mettirs un fopeign trade, and other forms of econonic and
e: trade balances,

wie intercourse between them ar {
nnlarcas over specliled pericds of tilme together
1iztng factors whicn are palances of cradlt

equalizt
- novemonts? belances of internetional {indebted~ -
and payment

noT e
ORI KRS

pr-eourty
.nd oredive, or dated aacounting balances,

S AR LS P N ]

Balance of Irace The balance of trade, in the proper

seni: of the wora, L8 tho relationship o the value ( sum

total of pricrs) of the exported goods to imported goods for

a country over & specific period of time. Trade balances ‘I'
are ~uwpputed on tod tnels of customn data by weans of forelgn

traasr gvatistlices. : :
, Tme trade batarces of most cepltalist countries show
tha gelar of imperh crd export in prlces borne by the goods
at the tlme of thely transfer scrons the border of the sountey
- that is. the erpert zoods, are shown at FOB  and import
goods at CIP. Certaln zountries, such as the USSR, Canada
*and [urten, show fhelr export and import values 1n their
. trade z.iiungts OD sk same pasis == at the FOB prices. This
bose the System yaed Ly #Enc USSR 1n forming its own trade

b

T talances . : ‘

o Tae balance of trade 18 called active when the value

= of exporis for & glven pericd exceeds The walue of Lmports,
~ gnd pagslve wher the value of tmports exceeds the value of ’
TEE . de balsnce whore the .

Y

o b

- exportn. Ohe accaphed term for & tra

LY




export values are equel to the lmport values ic net balance .

In spealing of traede balances, one usaally supposes
thatv&“@r&&é walance means the relation of the value of goods
sold to ﬁhose beught by ore country in another cver & glven
period of tima, 1.¢., 002 proceeds Irom the pr@uhwpoaition
that all poods exported during 2 given time were sold and
delivered, and that zll imported goods were bought and roe-

Tcaived by the couatry in thls periocd.

‘ Aetually, the value of imported and exmurteﬁ goad»
in the trads balance 1s eg “ima’Pﬁ 1uaepﬁhdeqt“y of the fact
of whether they were bought and recelved during thaf'p@r”ud‘
‘ GooGs can be exported ffom g country unsold when it
1s irtended to sell them abroad gradually from & warehouss,
in guch a way that part of the exwurteﬁ psmdg in a beﬁV
year may turn out to b ursold by the end of the year.
2aide this, there are gocds whlch are exportied as g*fts,
repgrations, &w muveribiw, ata., thessz ore also reiledi

wed

10 the balance of trade. The counlry exporting such goods:

doeg not receive an eguivalent supply of goods, 0?"460“‘
or gold in return. ' '
Account Balance Tfor a Specld Tie Periocd. The el¢ing

and vuying o7 gooas 18, Lor tne wmagority of states, the basle

favltor which stimulates nmonetary awwanda ani OblL%/ﬁLOﬁ in
reittion to other countries. However, menetary demsnds and
obligatione may arilee rRnong countries aside from foreign
trade, this being & comseguence of other eﬂavomic awa non-
coconomle ralatlions among them.
: “Irn eonnection with this, along with a oncgpt of fhp
bsience of trade fin the sense of a balance ”efleftlng the
mone tary demands and obligatliors which ocour in consejuence
of the mc17xvg and buying of goods, it is expedlent to lorm
a conception of a broader balance, encompassing all other
sconomic and non-cconomic relations exicsting among countries
whien call for maiiual accounting. Such & balance may be
enlled the accounit bslarce of a cwuntrya ' v

. The account balance for a speciflic period ig the
correletion of monetzary demands and obligations which have

arisen in the course of th g .period In a gi«@ sountey in
relation to all other Eonntyie" in congenuance Qf ferelen:

trade arnd other eccnomic and nan~pconamic r6¢mt;anh whith

o

those countries. The ususl items sppearing in the account

balances of develabed'capitalis countries are tho follewing: '

the gale and puvcnuse of goods and gold; the receiving and
axtention of services in tna domaine A0 navigations, and Duhﬁ“
fHPMQ of transportatlon, . ingurance, means of GOWWPQL‘"ijW,
1wuakeraga and bank operaticns, technieal ald, sale of
patents, and the like; expentes rnd lncomes Lhrozgh interna-
tibnai tourisr remittances of immigrants, forelgn workers,
and other remlttances of & nop- =0mWMfo¢al ard charitabl @

]
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nature; upkeep of dlplometic and otler of ficlal represents-~
tion sbroed; remitiencs of interest, dividends &nd profits
khrough forelgn credits, securitles, snd Investmente.
Tn the soccount balsnce, &3 distinet from the balance
of trade, it is not the amount of expori and lmport of goods
that 18 shown, but rethor the smount of goods sold and de-
livered to buyers on one hand, and the amount of goods
bought and reeeived from the suppliers of goonde for & gLven .
period, on the other; this is independent of whether or net
“they were exported or lmporied ia the given yesr or in the
paat years. : : ' o o ‘
" ft 1s slso neceasary to strvess the fact that an ac-
count palence iLg the correlaticn of monetary demands and
cbligations of & country in relation to ethar ecountries;
which ig independent of whether or not these menetary de-
mande and obligations were pald in eash in the course of ,
tha pariod, for which the account belance is prepared. It -
13 in this that an scsount bzisnee 1s distinguighed from & '
paveent balance. o - :
Actualiy, the extentlon of eredit by some gountrles
to others as well as the settlemsnt of these credlis as
wall as forelgn eanlbal investhments can otour chly in the
Poor of peods, gold or the rendering of gervices uwhich have
8 e : “ue. BPecanse of this the remsinder of the &o-
eourt L ‘er the eorresponding pericd will be the
oveE: evement of eredit and property (capital investments)
for ihic rarlod, ' , : '
uhen @ couatry has an excess of puch mongtary demands
as pey wve arisen in the course of s glven period, over lts
monetary oblipatlons L4 relatien to obher ocountries, w2 have
what 1% salied the active remainder of the acecount balance
for th.e perdicd; and thig excess signifies that this country
eltrer Aantendnd omaflt o other countries for the sum of
fhe s erted vemainder or paid off 1ts former deht to these .
SO , o £1ls2 cither one or the ather may have taken
plere L HOME corrolation. But when a country hags &n CECESS
in guch monzenry obilgatlions as may have arisen la the course
of & given pavicd over monelary demands in relation to other
connty nit 1g ealled the passive remainder; and
'y =ither the fsct that the country re-
aver ecountrien for the sum of this
. aguntries have pald off thelr pre-
KoV SO SR L cwesn country fov this sumg ory it may be
partly oue or the sther. , - _ '
' e aceount Palance for 8 apecliic perled 1 prought
inte equilibrium by the vovement of eredit and property
'(e&pitalvinveﬁtm@nta}, mhe pessive remainder of the balance
of the movements of cradit and property should mateh the -
ative remainder of the account kalsnoe, and the passlve

rerninder of the account belance -~ the sotlive remainder af
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“the balance ol the movement of eradit and property. Itéms
in the balance of the movemen:t of wredit and properiy may

be subdividad into long-term and short-term transactions.
It 1s the accepted thing tn relate to long~term trans-

~actions the Tollowing: +the buyling and selling of enterprises

land and houses sbroad; the purchase and sale of shares, in-
terests and bonds of other countries, as well as new lssues
of these securitles; the extention and payment of leng-term.
eredits which are not in the form of bonds. The following

® . ; A L
are considered to be short-term transacticns:  sghort-term

eredlt for goods; the recelpt and peyment of short-{erm
monetary credits; short-term investments of cepital in the
form of cdeposits and current accounts in banke; the buying
and selling of bllls of exchange and analogous securlties;
the purchase and sale of forelgn paper mongy, which are lu
essence the allocatlion of credlts for clalms by other coun-
tries or the recelptyof such eredlt from other countries.

: The Balance of Irternational Debt and Demands or the
Aeoocunt Palapce for a Definlte nate. ror che fuil revela~
ion of a country's credit relations with other countries,
and of the gtate of 1te intervmatlonal debi 1t is insuffi-
eclent to know 1ts account balance and balance of movemsnt

~of credits and preperty over a specific perled of time,as
thes2 balances encompass such monetary demands and obliga-

ticns as may have arisen for this period only. ,
' In order to Judge the general state of monetary de-
mands and okligations of a country in relatlon to other
countries, 1t is necessary toc know the balance of its in-
ternational gdebt and demands or the account balance for a
given date. The balance of the internstlonal debt or the
account balance for & given date (usually the beginning of
the calendar year) is the correlation of ail the demands as
well as ohiigations, and property (capital investments)
having a monetary value of the country in relation o all
other countries for this date. : o
A1l monetary demands and obligations which a glven

country has in relatlon to other countries go into the
balance gheet of iaternational debt for a definite date; -
lrregardless of the time of their occurrence, only 1f tThey
have not been liquidated by the glven moment. This balaunce
includes not only the purely credit demands and obligations
put also property (direct capltal investments) abroad.  Such
property of a country existing ebrosd in the form of houses,
land, factories, plants, interest in enterprises, possession
of bonds, ete., is coneidered as a country's monetary demands
on foreign countries, and similar property of other countries
in the given country, as the monetary obllgatlons of that
country in relation te abroad. o

' The balance of internaticnal debt as well :as the bal-

~{&/~



ance of the flow of credii snd properiy, is subdlvided into
long and shert-term monetary demands and obligations. o

L Tt i the accepted thiong to attrivute the following
to moretary demands and obligatlons: property sbroad in the

o

gz
form of houses, land, factories, plauts, etc.; wopgassion
P PN y g 4 ! crs
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of Forelgn securitien (shares, bonds, moripages, interests,
4

etc,): demgénds and obligations fer long-term ioansg and crealts
&5 v

which have not taken the form of ponds or other gecuritles.
As for shert-term monetary demgnds and obligations, °
“one réfers to them as the demands and obiigationz: on N
credit for goods and other forms of commsprcelal credit; on
monetary short-term ecredits by firms and banks; on deposits
and currert acecunis in banks and other short-term obliga-

tions 2s well as. remainders of demands OO debts; in clear-
5 exists sbeond

ing account; in guch rnative pap&r‘curramay 8%
and in such forelgn paper monsy &2 exists at home. _
The agsets of the balance of international debt av
v onalsts of & country's entlre amount of
roperty abroad and of all demands on credits glven DY
nat country to forelgn countries, whereas th2 ek
£ the balance consist of all the propariy of siher oov
cuntry, and of the ohilgations on credits
to that country by other countries. : o |
Thaivideal items of the belance of international debt
reaund elther on the asset or in the 1lsbillity sheet,
Cing on whether the amount of monetary denanids excead
sunt of the country’s obligations with pelatlon Co
.. pountries, or whether the opposite holds true. The
Cvery eame thing can aiso be sald with respect te the 2c-
counzing balances of long and short-term transactlons, which
may nct tally and be of 8 different nature. - ' -
' 17 one were to judge whether & given country occuples
in the worid economy g position of &-ereditor or that of &
: 4+ +a usual to make the Judgment on tne basis of the
general active or passive remainder of the balarce of
-ational debt. Such a deduction does not, however,
always correspond Lo the actual state of affairs it the light
of the fact that the short and long-term credits have an
unsimilay ‘gconomlas M wing. | Thus, the indebtedress of 38
country for short-terr trensactions for example, in the form
of amounts which are in current ascoounts belonging to enter-
prises and citlzens of obher couptries in 1ts banks, 1in
conseguence of these or other temporary causes excecd the
smount of its lnvestments abroad and of 1ts long-term loans
to other countriles. Therefore, the deterwination of whe ther
tnhe country 1is & areditor or & debtor to other countries
ehould, as & rule, proceed in the sbeence of complieating
circumstances from toe activeness oOF passiveness of the bal-
ance of 18 international debt for long-term operatlons cnly.
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; ‘mhe Balance of Payments. Among the tnternational ac-
oount VBIARGES 1n the broad sense of the wowd, the balunce
of paymente occuples & speaial place.  Under sonditions of
the capltalist economy the Plucstustions of the rate of ex-
chenge for the country's currency depends on thils balance
of payments. Becausz of this the balance of payments plays
a significant role Lo the economy of 411 the capitalist
countrlies. I . . o
- K. Mary charscterizes the balance of payments as
Mg palance of those pavmenis which become due and require
Cipmedlate liquidatioen.” (iNote] See K. Marx, Das Yapitel,
“wrol TII, 194G, page 505). . B
Proceedling from this, &g well as from Marx's position.
on currency exchange, the hatence of payments may be do- o
Cpined g8 a correlation of all monetary Gemands and obliga- ‘
riena of & country in relation to other countries whlch have
securred as @ result of diverse sconomlice and non-economic
relations among them, and wilch are dae by & glven time and
gre gubject o immedlate payment in cash, o "
Tpasmach as such monetary demands and obligations of
a ocountry which are payeble at & glven poment determine the
correlation of demand for and supply of the means of pay-
mer:t in foreigh curpency on lts currency market, the currenct
ewchange rate of & country, as K. Marx showed, depsnds Ilrst
of ml1 en the state of its balance of peyments at a glven
time. {{Notel fee K. Marx Das Kapltal, Vol Iil, 1049, page LOR)

At the same time, one wust keep in mind vhe fantsthat
mot all monetary demands and cobligations which are dus by a
wiyad dete are actuslly pald fully in c sh. Som2 of these
obligations, especially in perlods of ceonomic erises, are,
“n fact, not pald off due to pankruptey of the individual
debhters. Sipce barkrupt dabtors do not presept a demand for
mesns for forelgn payments from the eurrancy merket, this
category of obligationsg does not even 1nfluerice fthe currency
rate of excharge. A country's balance of payments is put
tpts egquilibrium in these cases through bankruptey, and the
not-payment of thelr obligaticns by individual dablors. .
Undar conditions of capitallst economy the balance of
peyrents, in the process of bheing balanced, 1n & way which
ipfiuences the curreéncy rate of exchange, differs from the
balence of payments for the explred terns . : S
mhe balence of paymente for &n explired term, for ex-
ample, for a aay, wenth or a yeay, is the correlation of such
novetary demands and obligatlens as pave arisen in & country
as pesuit of all economic and other ralations wlth other

G 12T
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rountries, and woich are due some time in the course Ol this
¥ 4

o

period, which have sctually been liguidated by ecash payments.
giree these demands and obligations were accompanied b, spe-
sific payments, the balance of payments for the past period
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- may be ceterw

3
monets
Cthrough the ntate of afd

1ned in the same manney asb the corrclation of
& givern country from stroad, snd vay-
Y

ipayments comlng into
ahroad for a correspondlng pericd of

menta.made by a ccuniyy
time. ' '

The balance of payments for & speeille pericd of time
could be called the scoount balance of payments, ir order to
srress tts difference from the balanee of paymeunts in the pro-
cess of being balanced which affects the currency rate of
Lnchango . , o Co R
e dndicated opposition im'thm'balance‘af“payments in
the process of being bhalaneced, which affects the currency rate
of exchange, &nd the pvalance of payments for an explred tern
(account balance of payments) does pot, under the conditions
of soclazlist economy, have any cogniltive gignificarce. This
18 explained by the fact that in the USSR it 1s not con-
niled under the ipfiuence of a fluctuating market az in the
capltalist countries, put 18 establlished on & planned basls
and 18 always maintained 17 halance. Becsuse of this the
rate of exchange of the currenty 1pn the USSR is not dependent
on the state of the balance of payments (sec above, Chaptel
Three). In commection with this, in terma of gooialist
eannomny, one may consider wall founded the drawling of a
dtstivnetion only, between the folliowing: on the one nand, the
a plan of balance of payments, or the pers-
e of payments, and, OO the other, the account
someznts, which are the result of the fplfitliment

L2

RR: wnepeas under conditlons of the capitallst
v, the balance of payments in the process of being
ad never, as & rule, found in a state of eguilibrium,

rent balance of paymeEntE, representing the settled
ry demands and obligations for the given pericd,
rairs, will always be in bhdalance.

Deepite the fact rhat the balance of paymant
the question is how thic

Fad
£

tualiy attaln & balanced state,
1 stzined. I the balanelng of the balance o
pavments g1l its component, ie., all items of 1t

dit take part: :;nﬁrﬁ}ess,of-the types of ec A
economie relaticns awong the countries calliing for the pay-

[P e NPT Yo
mente and recely

Under conditions of anarchy and & complete lack of
1ang existing in the capitalist sconomy, this balanclog
omes about mainly inoan utterly discrganized way; the [low
s rold, which fulfills tThe Punction of world monies {(gold
helng the universal weans of payment 1n jnternationald &c-
counts) is the | ] ans for bringing the balanc of pay-
ments into egul fum e o : ,
Tne mechanlism of palanclng of payments through the

Flow of geld works in the followlng manner. IFf those monetary

1igations of & countiry which are due by a xed date eX-~
ne monetary demands TO other countries; t+hen there is
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6ther countrlies,.
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: - ' : : : : - S
f&n increase in the demand 6n ithe megng {or payment in fﬁreign
Ceurrency on the curreney warket; thig brings ﬁboug & drop in
the exchenge rats of the natienal curreéncy. In the case of

a direct or indirect counectien of & given currency wlth gold -

uthis drop in the exchange rate will stimulate the export and

sale of gold avroad, when & certaln limit (the goid export
point [See Note]) is reached. I the mopetary demonids
{those due by a Pixed date) excasd such menmetary thLéff .
Jtions (algo due By a fixed date) existing in relation to
. ' *therd this will eaveg an opposite effent. :
% ' of gold inte

&

CPhae latter phenowmens will stirulsate the import
the given couctry from other countrles. :

18 the exchange rate ab which
d export polnt is the exchange Faf§“ b whic
profitahle to seel gold to anoihe

;ﬁﬁmte} The gol
| currency, bthan to sell the natlenal

it bhecowss more
country for its
GUrTency J

' The c¢entral eimilssion banks of the capltalist countries
usuvally tend in diverse ways (threuzh policies of discounts
and siogans, and others) to protect Lheir gold reserves
from leaking abroad. Only when 211 thegs means prove in-

C sufficlent toe Tedngthe payments inte equllibediur does the

central bunk (or the governmant currency fund} conduct the
exporvatilen and sale of gold sbroad, s

: it follews from this, thet in the end the equllii-
brium of paymerts of the caplialist countries is sttained by
the transfer of gold. Together with this, the balaneing '
of payments (%ﬂpeeially during economic crises) cen ocour,

28 indicated above, throvgh the bankeuptey of debtors, i.e.,
enmplete or partisl non-payment by thom of the monetary obli-
gatlons due by a fixed datae., - o '

- Inasmuch 88 gold under the conditlons of capitalist
economy 18 the final wmeanz of balanclng payments, the exceass
of the export ¢f gold over the import (sales over parchases),
gignifying the excess of those menstary obligations of a
country in relation to foredgn countries which are due by &
fizxed date, over its moenatary derands to forelgn couuntries ‘
for @ given period, 1o regarded 88 an index of passlivity in
the balance of payments. An excess in the mport 61 goid
ever the exnort (purahasing over sslling) attests to the
excess of notnetary demands on Terelgh cowitrles, dae by &
fired dabe over monetary ohligstions to foreipgn countries,
8erVes as an index of the activity of the balance of payments.

The astive halance 6F peywents a5 well as that of. ‘ P
trade ls of'ten called & favorable halance, and the passive an . .

pHETRAS

unfavorable. These Lerinf G&WE Into use aboub 300 years age
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ments with some individual country or wlt

16 eonmection with the doclrine ef the mercaniilists, who
donsiderad ithat every state should strive for an active bal-
ance «- & surplus of sxpnrt; 80 that 1t might receive In
exchange for the latter, gold and ailver and might thereby io
crease, ap much a8 possiblie, 1Us reserve of preciocus metalg.
These terms cannct, under modern condltlons, sipnify lo all
caszs the positive or negative appralsal of foveign trade and
country in the worlid-
o thisg day of

in gereral, the econnomic condition of &
Econcwy. The sole reason for the retention €
fpavarable” or "unfavorable" with regard to balance
ents counter-

the terns
1ies in the fact that the actlve balance of paymen

gcts the depreciation. of the currency and leads to the raislrg
of 1tps exthange rate in the forelgn curreuncy market, wheress
the passive balance leads to a lowering of the currency

3

exchange rate.

T4 is necessary te emphagize that under the conditions
of convertlblliity of eurrency the export or import of gold ‘ ,
for the purpose of halanclng payments doeg not set in-as .
a pesult of the passivity or activity of ihe balance of psy-
h a group of coun-

twier, but is the result of 8 final gengral pagsivity or &c¢-
tivity of the balance of payments witn the entire aggregatle
of c¢ovntries with convertlole currencies. -
Mot ali exports or imporis of gold will be theoratl-
cally corractly eomsidered as an index of the pasalvlity or
etivity of the balance of payments, but ouly those which
will ccecur when gold appesrs as the worid money, as & univer-
A tow of gold as an item of trade

sal means of peywent.,  The

18 not dlrectly linked with bringing about the balance in

payments, Therefore, in preectice the balancing of payments
12 wtiliza-

in capitallst countries comes about mainly by the

tion (the decrease o incraase) of the gold reserves o the

central baunks or of the government currency funds {the so-

salled monetary gold). , S ; ‘
Under prasent condltions when currency restriclion,

which prevents the free transier of gold, are still 1n eXx- -

s1stence 1in many capltallist countries, the balance of peymaut

is pot an entlity, as 1t was witn the genaral convertlbility

of eurrencies, but is In essence composed of a serles of

balances with indlvidual eountries which are not connected

with one another. Whereas with the exlstence of a free

sonvertibility of surrency the actlve remainder of the bal-

ance of payments of ane country could be used for the payment

balance with another countyy
ead existence of cur-

of the passive rewalnder of the
or countries, with the praesent widespr
aultant bi-lateral clearing
must be conducted indivie

rency crestrictlions and the 1e!

sceounts, The balance of paymenis mud -

dually with each country by means of & restricted or clearing
is

%
i

currency. P
¥. Marx's observation that the balance of paymants
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Cof trads.  The majorlty of bourgeois economists

L on the balann

the talane by pavawut% wnleh fall due huos an *mpovtanb
significacce aldgo Job- 2 dewarcation precige dilfer-
entistion h&uw@eu Lhe “ﬁ*‘oﬂa of the balunse of payment And
who wWroie
pefore K. Marx did notl noke 3 ﬁ&rhut distinclion beliween
the balance of trade and of paymenits. Often using the
teri "balance of tracde" in ordcr to designate phenowena
wnlcrh are encompassed in the concept of balance of pay-
mente in the abovs fense. ‘ _ -
In cppositlion to the bourgesis ecoromigts of nis
time, K. Merxz wade & celeey dlstincslor betwesn the balanc
of ”OYﬂ%d\u and tne balances af trade. K. Marx indicstes
that "the bdlancs of payments 18 d’ufilei' had fwom the
balarce of tvadr«un that 1&@ zurmwv is a balance of tradg,
the paymert of wnich bas to vake place ﬁy a definlve time.
(Euet&} K. Marx, Das Kapit a} Vel III, 1949, p 532). Witk
thig K. Marx empnisizes .hat orly those p:ymwt vs in ;u*e T
fwade which are due by a fixed date enter inuo i the balance
oFil paym»;tu, £nd thess payments would fall daw in the por~
100 enc nmpa;%&c by the balsnse of phyments. Demands and
obligations in forelign trade wh ioh are subjset to payment
in later pexd 0% as pot cencern the balauce of pavients for
the glven moment an@,»uncrekmwc, do not affest tn¢ rate ol
eychange. In the first plagze, this pertcins te all tha
sales and purchases of goods or credlt, l.e., by paywent at
1ater dateg. The goods scld or bought or cresit rellact
& of pwym@u" for the perisd during which the
settlement of these cradits fells due, but aot for the
neoicd when thoese goods wers lmported o7 exprrted, sold or

Bought .

o

£

o

in caﬂnactinn'witk this K. Mars esta Jlﬁsrﬁa that the
export of capital in tne form of goods does unt 1n%Lm&n“&
the balarce of pavments and the rate of LXCQ& pe of the

giver moment. Exaumlning the balunne of peyments anG the
rater of exchange of Eaogland and Indla, K. Marx ghows that

"ir capital iz exported in the form of raila, ete., then
thid shasolutely cantiet have any infiuence uoon the rate of
exchsnzge, bacauss in this case Indie doss noi havn Lo make
any kind of return zovVﬂ>ts for this.” {INote] Ses K. Marx,
Das Kapital, Tol YIIF, 1940, p. B9L}. ‘ '

“”'"hms, the ﬁirtiﬁvtion and Lhtc1wvnlac un%uwH Letweer
the balance of pa;mrnt~ “nd che halahsa ' COMES D
the follewing: Ouly thet portion of the 5 i trade
for a given period irfluences gnd is a component of the
malance of payments for the Sane neried during whieh the
gxnorted and impo?ted gondg were Sﬂld;'pur?namec and poldé
for in gash. : ; :

Payments for go@““ eater into tha balance of paynents

Tor & given periocd of fime not only for thoss gocda which
were iﬂp)rt?d or exported during this perlod, but zlso for

goods exported and imported earllern, 1f the payment of aredis

~lET
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received in the pad

&

t (by way of the export of ecapital in
the form of goods) falls in Che given period. ‘

Tre balance of payments is a broader conerplt Than

the balance of trade. 1T embraces pavments not only in
foreign trade, but lo all other forms of aeonomic &nd none
secnomic relatlions among countries, 1 the payments o
these fall Gue during the given perlod. ‘ ‘
- ¥, WMarx's deflnitlon of the concept of the balance
of payments permits a'neaasaarily concise examination of the
pasic differences of the USSR's balance of payments Trom the
nalance of psyments of the capltalist countries.

The balance of paymenis is cne of those categorles
of the capitellst econowmy which, retsining 1ts old form,
change thelr rature and runction in the soclalist economy
ané are filled wlth now content. - -

mhe USSR's balances of paynents differ radically
feom che balances of paymentu of the capltalisgt countries:
1y their content, the manner of their balancing and the
metrod of compilation of the peraspective and account bal- ,
arces. These distinefions ensus directly from the nature of .

scelalist economy.
gounts re-

 In their content the USSR's halances of ac
flecc the international econcmic ties of a soclalist countyy,
ster from the econt-

which are in princliple different in characte

mic relationg exisgting among the countries in |
econouy - ' ' : o '
A policy of unrestrained secnomlc expansion and ag-
3 nees of payments of the

PR

ne capitalist

[ R
o f

asion appears openly in the bala

>}

zre o
The balances of dependent, seml-colo-

imperialist states.
rial, snd colonial countries reflect a condition of economic

and political dependsnce and enslavement.

mhe USSR's balances of payments express Lhe pracefal
world economic relations anctg countries, which are pased
on the complete eguality of rights on {(all) sides and which
exclude, in view of the very nmture of the soclalist systen =
of ecorcmy the tendency towsrd the exploltation and sub- ’
Jugation of other countries. It ig in the URaR'w halsnces . E
of payments, after the Genand World War, that the progres-

[N O
sively developlng diverse forms of econcmlc cooperation of
the USSR with countries oi

the soclalist camp find thelr
expression. Thie cooperation is & new type of international
ecanonlc relatlons Unknown te the capitalist world, and ls
based on friendly mutual aid and the comradely coordinatlon
of economlc plane. mhese  plans aleo reflect the broad. dis-
tnterested aid rerdered by the Soviet Unien in the form of ,
long-term creditls to the economically underveloped countries
whicly havo recently freed themgelves from the colonial and
~golonial oppresslon by the

imperialist countries,
Iwe Lo strengthen thelr own political and £cononiic
r : .. - .

ipndependerice . o . | i
A categorical dintinctlion between the content ol

the




-+ USSR's bslances of payments and thoss of the capitellst
countries Llies alstc in the féot the YIBK's halanose: of pay-
ments are the balances of internaticnal sceounts of a single
economic organlisn in the persen of the Scoviet Soclaliat i
State which carries on forelgn trads on the bgsls of & menopoly.

CIn opposition to this in the capitalist countriles the
balances of peyments reflect the aceosunts of numerous private
enterprises, socleties, and persons who conpete with one
another and pursue only one goal--that of recelving the
greatest proflt. ' ‘

)

5. The Plarning of the USSR's Internstional Accounts

: The necessity for planning international accounte en-
sgues from the basic conformitles to the esteblished laws of
soctaliet economics, which ig conducted accourding to a plan

X 1p accordance with the demunds of the cconomlce law of the

‘ “even {proportional} development of the natlonal economy, _
mhe plannlng of the balances of payments, or currency plan-,

g component of the cverall aystem of the UB3R's

economic planning Tt ig indissolubly linked with

[£3

ning i
nation =
the planning of foreign trade and of other foras of the
UsER's relgn ecencmlc ties. The planned conduct of fereipn
trade and of other aapects of economlc cocperation with
foreign countriss 13 lmpossible without the planning of
snternational currency relations ensuing from them. The
menetary recelpts and payments of the Joviet Union forth-
sowling in the planned perlod (vear) in all sspscts of 1ts
ecenomic and non-economic relations with all other countriles
are the subject of currency plaming. The currency pren is
thug & plan of the Tature balance of payments or balance of
perspeoctive payments of the USSR. ' :
‘ ihe furdsmental problem of currency planning couslsts
‘ of assuring a balence in pavments of the USSR for the corres
ponding pericd and in providing mean: {in the forwm of mone-
tary recelints and incomes from forelgn trade and other
ceonomie and non-cconomlc relations) for the payment of
monetary obligations due during that periocd in trada,
and non-trade operatlons. o . : :

Tha system of planning the palance of payments pursuel
this goal 1v all stages of the Us8R's ecconomle development
put the forme and methods of currency plannlng wors changed
depending on the concrete conditlons of the USSR's inter-

ade ang currency relstions during varidéve perlods.

national trade
Here we are not concerned with the history of curreng

planning but it may be remarksd that the compllation of
currercy plaong for specllic purposss represent, during the
present stage, 2 more gomplew and reapomaibl& prohlem than
s pefere the Second World War. : ‘
In connection with the formation of a world system of

[ ] L]
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soctalism after the gnd of the war, bthz gl&nmiﬁg'af the USSR's
intaﬁzatimnaliaccaunts 15 made on & Beparate rasis in forelm
trade, and in cther forus of economie and non-gconomic tles
C-on the one hend with the countries o7 the soeialist camp,
and on the other with the capttaliect countries. ;o :
n view of a radlcal aistinction of the production
reisntions and the resulting esconomie factors ju the sooislls
economy, the eqguilibrating of Ua3Nie balanhce of payments -
with other countpies procesds fn oa different ¥ :
pespite the well-knowd oomaunity in the teahnl
methods of pianning of the USSK " g of paymsnts with
goctalist and capitallat soantriss, the ecoaomlce sheracier
and content of suash planning in A Trerent. This is exnlalined
by the fact that the eaondnl as well as the mone-
g wlth differsnt

&

a2 velations

tary receipts and paynents anoeng counts
goclal Qrd&r-ensmimgvf?@m.theﬁ@’relatiams econstltute the
subject of the planning. o ' ,

The content of the palances of pﬁfﬂﬁ&cti@@‘ﬁﬁymﬂﬁtﬁ
(curreney glans) of the USSR wlth 1ndividual sociallst coun-
tries &g well zx of those sountries with the Soviet Unlon
18 principally a conseguence of plang for the gxchenge of
goods coordinated among the parties, and associated with
the natioral econcmis plens. in conpeetion with this and
owirg to the realization of fereiph trade in the USSR and
in other sociallst countries by the state, as the sole :
coonaale orgenisgn, the eguilibrivm of the Ussk's balances -
of perapective payments with gooislist countries rests wpon
a fTirmer basls than the egqullibrium of these balances wlth.
the capitalist countries. L , :

Tn cowmplling the balances of p@rspectiv&’p&ymﬁmts
with eapitalliet aountries one mast taye into acoount the
1nflioence of the chaotie factors of the capitallst world
market on foreign trade and on the internaticonal sgeoounts
cormested with tae latter.. The Fulfiliment of the planned
palances of paymente with thesge sountries to 8 gresl ox-
tent depends on the soonowic activity of pumerons private
capltalist firms and paterprises which are gub jeet to the
yufluence of a changlng conjuncture of the werld capitallst
economy: ah eract @ﬁ@ﬁ&k%ﬁminaﬁiﬁm of whieh 186 lmpossible.

In conneation with thls, the malntenance of the equlle
briur in the USSR's tatences of payments with the capltalist
ecountoics way cause & neeessity of uiilizing currency re-

grrves .

in order to egullibrate the palance of payments with
countries of the worid coeialiot syetem there is no nead for
this. aproportlons sevenled 1n the eourse of the currency
" plaw with these countrics may he removed by mEsns of &
frigndly ecoordination of the goods exchanged to the extent
necessary for the re-eptablishment af the violated equili-

brivm of the balance of payments.
L
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enornomlic

more tary recelpts end payments [oPme
‘i ths USSRig balance of payments.

- Lhe
'v01¢L* in “heir own operations, £ wall &

.\)J £t

peing haslcally a derivatlve of the import and

N

o in p;anning che ‘UBSR's lnterrational currency re-
lau§mﬂs with the capitaliut countrles 1t is no csnwwry to
differenticte betwesn the eguilitrating the balancs of

”paJmon”“ wit% countries wiih whon mﬁﬁhu?““ &re cnuku«1ﬂd

>

in convartible &p ﬁcleibmh currencies and may be rogerded
as ﬁul*xulat eral accountn, and with ecountries with whon
acaounts are gbndddﬁﬁﬁ on & bi-lateral basls, through

clezring with an inconvertible balance or lo the elosed

_ USSR's monetary re-
cetpts and payments in czpltalist countries are plarned

separatelys 1n the freely and partially convertlble cur-
Ing sgreements wlth the freely cc'wrw*ibkﬁ

Tu Cuﬁnﬁcfi&n wlth thnis, T
: £

rencles by cles

s
‘balances, and by a’&aﬁ;ﬂg agreewnsnts with the non-~convartl ible

£

balanges 1o the closed cury @nVLEﬁ'oI thase Wﬂun+f*uw‘_
The monetary receipts and payeents which malie up tre
G talanze of p ym#ntq may be pubdivided, according o
thnelr nature, intomecelpts and payments resulilng Irom
operatlong in fo*»"ei'm trade and of other forme of USSR's
velaticns with foretgp states snd intc recelpts
and payments of & non-trede hature. The first category ¢f
the pfﬁmﬂmlﬁafv part

The balance of payment plang {currenay ptqu are

set up on the basis of duha presanted by Individusl de-
partmenis and uPWdFJ@? 1ons which spend and recslye cur-
roeucy in Lo To fﬁ”ﬂlmﬂ trads snd in The
other 4 TornLl ¢ onpa“&%10n with forelign counw
trles theoge rlbnu sre based upon data fro forelgn trads,
e‘U,S“’s Ministry of P“ﬁahc»'p7ﬂ$“ the pecelphty
nts involved in the governmentel ilocome ard ad-
>5 abroad for certalnp ﬁwuw{rﬂ & opzrationg and in
4ag of financizl credit fo orher countries and the
a;mvni ci‘infm%¢ut b* thaﬁe mgmnfgiasﬁ The wt&?» Bank
‘ib R and Foreign Trade Pank USSR prcvmaw in their plang for

raselpts and Lnj*tﬁiﬂ of intersst and comml sicns ir-
zs for the recelpt
forelgn CUrrency An eXcnings for rvbh(*; and [or non-
(tmpx)e Y !
11 ag agreeméots con~

commerscal consumer mmn«t1ﬂ< fyab
e *mr@"?»ﬁxuurt plans, ag we.

uﬁﬂd with 1miL“idua‘ lwir*uﬁ regreding f;o GrehAnge
OL TONGE and pavoants, reu t ggresmentq, Ltu., conatitute
nee of

the prels for the cbmpnﬁi,wonmf viang for the balanc

payments 10 foroign tyvade. I
The plan for the baléncs of oayments 1o forelpgn trade,

gkrort plang
KB b

15, like those plans, somawhat depsndent ou the national
economile pl in and iu suvordirete to it. The Soviet Union'se
import ngeds are €8 sblished 4n the USSR's natlonal econo owle
plan, whi ch 8lso ?rOVLﬁGm ror the allocation of goods For
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export, the pro seads from the sale of whian pav For the im-

ports. RBesides this, exported gouu% are aise allicted for
the rendering of Triendly economic ald in the form of credit
Lo soclalist and ﬁGﬂMmU”*&iLﬂt sovntrie ' R
In connecticn with this, the mimgmwng of' the bazlance
cf payments is indlascludly linked not only with fh& plan-

ning of forelgn trade, but also with the plunwirg of the -

national economy on & scale embracing the entlre country.
Inasmuch as the curreney plax represents the perg-

pective balance of paymentis one muﬁt) in’ fhé methodology

of currency oLnnrinr proceed from the (see above 1) con-

cent of the balance of paymentis iﬂdi@ﬁi%ﬂ above in the

sclentific sence of the word. - ‘

In commection with this, in the composition of the
currency plan the gmllowing.ba&ic aendiﬁﬁona should be
ohserved: ‘ ' o

&, Only m&nﬁtary recelipts and payments should he
stipulated in the currency plan; thersfore, the grantlng of
eredits In the form of rno&m« glfts, reparations in their

natural form, and barter tranggscilons should not be in-

cluded ir the currency plan:

.  Monetary recelipts and paym&hta»$hﬁuld'b& planned
irregardiess of whether they are mede in forelgn or Soviet
all of the USSR's gccounts with countriesg of the

.
S
cang uﬁwuz eted in rubles should in partlcular be
*w k“ urrency plan; o ‘
mon tapy recelipts and payments in gccounts
b L world in relation to Scviet Unlon should
ated in the currency plan; payments in acvcounts
et eoonowie organizatione, even 1f thay concern
ade operations, should not be stipulated in the
roplang. : o
¢n QFJCY cGoglve the reader some iden of fthe technigue
of currency pianamng, & table “he =R eTey) piun in for-
eign Treade is giver in &n abrid ed zwwr bui@ :

A Tablie of tne cu rrepey Plan in Tra dhf

Payments

Receipts , o
1. Frowm the sale of goods L. For the purchase Of gou&>
Z, From {ransportation copera-~ 2. For transportatiot
tlong operatlions S
3. For technical eid 3. For technlecal aid
L, wyem pavment of credits b, erhedd,and trade ey~
"5, Other receiptg v perses, among them the
o ~maintenance of foreign
Tetal apraratus 5

{91

Qther payments
_ Total
Remainder (4) or (-)

L7 -




- a r e

year,

ference betwsen
Care, in practise, Jdlsregh sreded in the plan.

 to provide for payments for
of equipment) which will he UllV&f@

Porlowing year or

. Rd 1udicated above, the plan oy recelpte fro ca fhe
sale of goods and the- @lﬂr for paymente for the urchaze

of gonds are based on the import-export plan foo the '
GoOrre sranﬁ&rﬁ yeuy., -

7 The nmonztaery recelplte a&nd | tym@nta in f0*2¢gn +rado
da not coincidz., however, with thﬂ amounts uﬁ Troert and
expert good in relation to time, l.e., to the twnn of re-
celpt and exprenditure ef currency.

In order te correctly plan Jnmtmvﬂ rece: pte from
the sale of goods, 1t is necessary flrst of &1l to exclude
from the amount of sxport the value of those goods which
Wwill be exported und delivered in the planned ybar as
credits in the form of goods to other coanL“‘ 26, incﬂ no
monetary equivalent for these goods will %9 received in the
planned year. TPFurthermore, inasmieh &8 rt of the E“pOﬁTed

2

(:,;,

-

'~-L-A~

i with the irclusicn of transportation and ;nSuWﬂﬁCL X

L.2.,

Cgeods is sold at "C.I.F." (Cost, }rvw&ht, in arence) price,

- penses for these goods while the export plan is compiled

on the basis of "F.0.B." (Fres on BO@T&) prices, 1.8., with-

out eyclud;ﬁg the indicated expensss, 1t is txhrefowe neses-
of gaads,

cary, in order to datermine re“eipt% from the ssle

toe add to the total of the export plan tha Clpic] e he-

tyween the px4ﬂ\u"cm*qF"" and "P.O.R." of 5cras marked

for wale at tne"C.L.F.Y drices. ‘ ' :
Receipts from sales oceourring pr%ov to the Lurﬂﬁhﬁ;

‘ghould ziac be congldered LT adheraucﬂ to the strict

mﬂthdeLuU“ o compixatzcn of currency plens 1g pregent.

CHowevar, iu view of the xrﬁLgrifiﬁarce ir the dif-
v thsge race iqu on the annual scale, they

. In the article "Receipts from the Payments on ;
sasts m stipulation iz made for the sums which are gub-
mc; to payment in the given y=2ar bv the countrles of the

Socialist camp. and othsar cmumfr*@s on ocredits received by
them from the USSR, whenever thelr liquidation is effected

in N“thiﬂy form. B o _ :
- In planning paymente {or th@ purchase of goods, the
import plan for the COrrespoe dix - year 18 taken 2s the ‘
hazlisg, Tme purchase of 1mpo d gand i° planned ac cor*lng
to "B.C.B." (Frﬂe on board) ﬁf‘c&% by which the import plen
1w vnmci$ d © However, the amcunt. of payments for the pur-

shase of goods uadally does not coincide with the amount of
imﬁowt for the ssme year, as a rvesult of the fact thet in the
pl anned year payments may bw Gue for goods which were lm-~

poand into the UJSR aocording to the tlpurt plan iwv the

pl”ece ”)"“ year or vears.
' O the cthew hand, in tbe nzﬁﬁnﬁu y ear it 1s neoes s&rv
goode (deposits to the supplisrs
fo the USSR in the
aven at & later time and will be re“lcrﬁed

in thz lmport p}amq of the correspondlog years.

35

Ve



N

at Currency plans are a@qumcd in rubles.  The ”ch*pt
~and payments in forsign currsneies are converted Into rubles
sceording to the exisling awﬂrﬁiﬁy exchange rave, The sums’
of deblt ard credit are shown in the currency pl&r,.gﬁ in- -
dicated above, with & breakdown by currencles and < aountries.
 fhe sdvantages of ihe soclalist mbam@myj~a state mono
soly of foreign trade, permit the Soviet ntate to inlluence
6i”on$1y the extent and character of th2 ifmport and export
of goods ap well as other forms of ecornonmic reletious connec-
ted mith menetary receipts and paymsnts. In consequenca of
thio. the USSH's bzlanca of payment c&n Le braught into :
guilibrium by means of consecelous d&WCCfLQD of the correg~
pend ng foreipgn trade oporetions. ' '

The equlibratien of the USSR’c balance of payments
proceeds in different ways dependlag oo the clrcumgtances of
currency relations wlith zhn ihﬁzqidua” ﬂQVﬁtﬂiv and vﬂunwm
of countries. - _

- In h,lfaf:wm m munrmr recelipts and mzvrent., in ?we}r .
cr partly convartible currencles, as ﬁkl gz in countries, :
with ‘whon &ceﬂhrfs &?6 conducted i these currencles, tho
following ways of equilibrating tl@*WSSR'ﬁ balance of pay-
wents are pgsaib1e4 ,

. I, in the plan for a glven pﬁriaé, the mmnGCezy
ceneints due are insufficient to pay for antlcipate d ex-
penditures, then the equllibrium of the balance of paymants
may be attalined 1a one of three ways: by increasing the
sgie of Scviat geoda on foraign mﬁrkpts} ry reducling pur-
chazes of foreign goods, or bv vtiiiain* currency va@e*v&*-
fa? the settlement of the deflelt. -

7 the amount of monetary recelipis ut*inc@ by the
plﬁn FXC&CJ» the pavyments ;orfhncafﬁg dl“ihm the correspond-
ing period of time, then the balancs of Drymmufs may be equl-
Tidﬁrf&ﬂ by increasing purchanss ahread of such gécﬂw aw ETE
necesEaTY O the USSR, by reducing the sale of Soviet e : ‘ ’
pf.‘)ft goods, and by utllizing the surplus of payments j_n o ' .

order to increass the ourrency reserve es, In practice Ethis
pcu&¢ibra%10ﬂ of ‘the balance of payments is aemrmpminhe@ for
the most part by maans of corresponding changes 1n the
plarnned amounts of exported and. impurtud gcadgf The gues- -
t1on of utilization of gold for the purpeses of bringling
the balance of paymepis into eouilibrium is decided by
the governmsnl when 1+ retifies the currency plan. X

The ¢ q&i*i%va*imq of the balance of payments in’ th@

setricted and in the eﬁﬁh"inw exchanges has »t@ own p“Gi”

fiz pecwl**ri*ies.

yhereas proceed ecwiweﬁ in cama@rtibiw C&‘FPQ ¥ may
be converted iuto any @tﬂs ecurrency and utilized ﬁ*reztly

or by means of ‘exchange sinto this currency for payrents in ,;
any: cﬂjmtry, receipts in restricted,, tnconvertisle cur-

rencies ey be utiiizwd, and not almavu‘ om&y for the mpym

v-»‘;'?w# .




*qf goods and other expenses in the country of irls -urreacy.
Those amounte, howsver, which enter the clearing ac:ounts in
the corresponding olearing ourréncies may be utilized for
payments only in those operations for whlch the glven agree-
ment on the exchange of goods and payments gkipulates & clear
ing method of accounting. In the majority of cases, these
are payments for goods and expenses assoclated wilth the
~exchinge of goods. , : -
- The planning and regulatlon of the balance of payments
in the U3SR's foreign tracde should, therefore, be condusied
differently for the various typesof forelgn exchange, and
for individual countries with restricted and clearing
currencles. ‘ ‘

Regulatlon of the US3R's internaticnal aceounts is
not timited to the composition of plans ou the balauce pay-
ments only. It is accomplished dailly in the course of
thaiyr fulfillument. The constant control over the course
of the fulfillment of the plan .of the balance of payrients am
the corresponding regulation of interpational accounts are
necessary, partly, because the USSR's forelgn trade rela-
tionas take place 1in part with ccun“ries of the capitalist
system of ecomomy, which are subject to erises of over~
procuction, cvelic and other fluctuations of prilces and con-
Juncture . o . o
~ The plans for the balance of payments or the currency
pians are, just as all other plans of a soclalist EConomy,
ohligated for fulfillment by directives. A situation, where
the state plan is a law for the approprlate ministeries,
organizatlions and socialist enterprises whlch bear the res-
ponaibility for the glven portlon of government and econowmic
work, ie also completely appilcable (with a calculation of
the apecific exchange pianning) to the plans for the USSH's
palance of pavments. ‘

1t 13 necessary, however, to siress that the direc-
t1ve character of the Soviet currency plans does not signify
fnelr absolate immatability. Depending on the state of ¢on-
jancture lu the capitalist world merkets and the changing
trade-political condltions, the currency plan net only wey,
put should bz changed iln the coirse cof the planned periloed
whenever: that is in the intsrests of the USSR. :

_ Ouwing o the directlive character of the currency plLarg
the equilibrium of the NSER's payments ig assured; and lu
connection with this, alsc, the poszlbliity for a rational
utilizaticn of the international divigion of labor for the
development of the economy of the USSR and of the entlre
soclalist systenm, o ‘ o

The system of plauning the btalance of payments and
the regulation of sntapnational accounts, as used in the
USSK, iz impossible in the capltalist countries. The
socialist system of economy &as well as the indissolubly

L] L
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"ass&ciate@ with 1% state monopoly of forelgn
dng its mﬁutﬁﬁb&=ﬁﬁ“ currancy of monnpoly ) ¢
neces a&ry bas condltion for thieg system of pia%mzng uhe
balance of pa vmﬁn* A ,

Under conditions of cami%alismg the planning of the -
vaisnce of pasyments is 1p0od 6ible, no motter what the &X-
tant of the government's control is over forelgn trase and
international ﬂc~@wn;3. ,
Jrj vicual capltalist countries attempt to establish “

for their fatzrc balsnce of payments. Such
became {ar**"blﬁf‘* sore freguent in connec bivn wlith the
grrengthening of the stste-moropoly tvpe of capitalisa and

4 wide expanslon of currency pestrictions iuﬂim and after

the Second World ber.
All these “plans ¥ actually are net pl

seatific concept of the word., They ore wzz
I

"q

!!pla ﬂ;.,,

,
A
(2\

ta pa?h a gueas at Lhe futaré,vh?ﬁfiﬁ u%“”ln_
os ist @WU“OWT; an attenmpt that ls doomed ©

i "Ef.'?'l t:':i
under the aa‘uithnns of cupwhalin
e Aiicance of Sold in %ﬁﬁ{ﬁﬁsr“‘ £nt@fnatiﬁ§§3'ﬁurf§§qy

Jand.
3
"

P
B AN
N e s £

e of Geld, In the internatlional cur Ten: oy velatlions
. ranetions which sre inherent to pr o lens

metsls as & wﬂv’m ﬂ&m%@e
A3 K. Mary indicates gaad ¢hen 11 world circule s tion

top thelr e xchanga valueg in 8 rni ersal way. There-

deve Lot

foreﬁtgbe form of th value, converted 1lnto gold, acts as
? ya?io "ﬂrbg { [Notel See K. Marx, Das Kapital, Vol I,
Lo49, 49l -

Coi 1n world clireulation sevves not a8 & meang fon
conversion, but &g a universal means of sXchangs; and ap-
pears iu itg primary rorm in the shape of 4ngots, and not

oney (colns, tokens of value)

in that of national u ¥
ccording to VL Marx s teaching, gold appea

function of world moncy &as: 1} a universal means
anta, 2) & ﬂvs?«rdai sng oy purchasing 3

: soclal mater Tizwti&n of wealth,.
means of payment fur the valancing of inte
ctlon of m&wﬁu mﬁbvy in the

counts, 18 th uruuom'nanr fune

2
capitallst economy old serves as the internaticnal pur-~
chasing mMeans >11m%*isy fop countries producling gﬂlﬁ, It
45 for them an Indsp endent pwwruct and article of mer
chandige, &nd ig not & converted form of Fﬁﬁuu. (Eﬂutcj
K. Harz frenserning the Critieclsm of Poiitical Economy',
1049, p. 150). Besides this,. aaid appears in imw runction &
an 1n+&ﬂuutiana purchasing means, &2 diatinet frowm 1o~ :
rernsl circulation, then, cnly when &n exchange of ma terials

the purchaseg and sales

1
1o

iz dwila?er&i; arnd, therefore,
hs cf the rapild deatruction of the

disintegrate. an example

176+
- ‘{} o . ';':
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mst yot work for

usual equilﬁb*iumin ib@ mkchawgé oF matarials betweé tuq

(hatmons Ko Marx eltes the fallure of crops forcing one of

these two nations to make purchases in an excesgively large
guantity. ([ﬁotel Trid). - :
. As an absoluie snclal uwaterialization of w,ulxn, gold
eppears wherever "the lssuz is nolt that of buying or pay-
ment, but of the transferring of i @altn from ore country to
zncther and when sguch & ftransfer in the form of goods ls
lupoesihle, elther owing te unfavorable cenjunctures of the -
goods market, ¢r owing to the fact that the gosl for the
transfer of wealth in a glven case itself demends monztory
Porrs.” {INote] K. Mavx, Das Kapital, Vol Iﬁ 1949: p. LEL).

‘ The significance of pold in Ehe USSR s international
exchange relations 1s *tinqﬁufeu by the facot that the ex-
ternal economic tles of the USSR, ﬂalhing For internaticnal
ncoounts, are realized net only with the socelalist coun-
tries, but also with countries with the caplitalist systen
of econoww; for which gold ig a werld money. '

In the article "On the u¢gw¢f¢canoc cf Gold Now &and
After the Complete Victory of Socialism' written In 1921,
V.I. Lenin clearly enp%aﬁi@vd the significance of gold for
socialist construction under the condltione of & capitalist

S e o Wi S

sncirclement. : _
Vﬂi,ﬁuvmhh pointed out the following: '"When we shall
win on a world oa?v, 1t seems to me, ws ghall make public
tOL tete out of ?wlﬂ on the atreets of some of the world's
largest Ciﬁiﬁﬁe T™his would be the megt Just and graphicsally
cﬁify\ng use for gold £or the sake of those generations °
which have not forgeotten that bhecause of geold 10 million
men were kllled and 30 million were crippled in that 'Great
War of Freedom! of 114 f@"gTB e e e s ' ’
“BA Vﬁwﬂvﬂf Piast’, nowever usg ePuJ however humane
the indicated uvege for gold may be, we wi ‘11 8t1ll say: we
enother decads or two wilth the same in-
tensits and the sare success, with which we worked in tThe
years 1917 to 192%, only 1n & mach wider area, 1in crder to
achieve this.  MNeanwbile, oné must save gold 1n the R3FRS,
to sell it at & higher price, and to buy goods cheaper with
1€." (‘roba} See V.I. Lenin, Collecied Works, Vol 33, p. 89-90)
Tn *his artiecle V.I. Leniu had i mind, mainly, the

glgnificance of gold as a world wmoney, and asg anvintemnational
means for purchasing and pﬁvmemt,

‘Tha cecnomic content of the functlons of gold as &
yorid monay, undergoss in the saﬂﬁalmut economy of the USSHE R

certaln caaﬁgewu ' -
As wes shown above, the flow of gold is considered

under CH Y it?llﬁm ag the final means fu“ the FGU¢]¢5WuFiOH
paiences of pmymeni . An excess of the export {sale) of
aolo over the lmport D“TLH&BP) ig regdarded ag an index of
the pessivity of the Ld]anﬂe of payments whereas an excess
the lmport over the export--as aq index of 1ts activity
. _

of
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In such an absolute formulation, thesc condiilons
cannct be applied not only to the soclalist economy, but also
o many caplialist countriss. ' g . A
_ Eor‘cgumtries producing gold, the latter 1s the same
kind of expor ¢ item as oll other produects of iInternal pro-
duction exported abroad. If one conslders every export of
gold as an indlecatlon of the passivity of the balance of
payments, then the gold producing countries such as the Unlon
£ gSouth Africa, Canade, and others, forced to seel the major
part of the gold extracted by them as an export wmerchandlse,
would be condemned to a constant passivity in thelr bal-
arce of payments. On the other hand, the international flow
of gold stimulated by a Gemand for 1t from industry in the
rozd sense of the word, or by a demand for the purposesg of
conversion, likewise bears no relatlon to the egqulilipra-
t1on of the balance of paywents, and cannot, therefore, ser
as an index of activity or passivity. Only those transfers
of gold in which the latter appears in the function of &
universal means of payment constitute such indlces. The
function of world money as a unlversal means of paymant ..
serving to eguilibrate the internatinnal balances, 1z mani-
festad under capltalism as the flow of gold stimulated by
rha changes in the currency exchange rates. In the freel;
cenvertible currency, gold is imported or exported when the
currency exchange rate goes bgyond the limits of the gold
export or import point. The mechanism of bringing the bal-
ance of payments Into equilibruin with the help of the flow
of mold as the universal means of payment ig described by
¢ Marx in the third veolume of Dags Kapltal in the chapter
on the Flow of gold and the rate ol exchange. "But, on
fhe other hand, gold and silver,” K. Marx polnts out "area
conatantly being shifted her and there among the spheres
of cireulation of varicus nations following in its move-
. } - y . . 1
ments the continucusly fluctuating rate of exchange. _
([Wote] K. Mavx, Das Kepltel, Vol I, 1949, p. 152). As the
currency rate of BxXchange 18 determined by the state of the
palance of payments, the rate of exchange 1s, &s 1s well
known, the barometer of the international movement of mone-
tary metal. ([Notel] K. Merx, Das Hapital, Vol TIT, 1949,

p 5887, T . o N
In the absence of free ceavertlbillty of currency, tte
3tate currency organs or the Central banks export gold when
the balance of payments, ferming under the influence of
chactle factors, cannot Le prought inte equilibrlum by

Fi threatened wlth

the natlional currency 1s
on Porelgn currency markets.

O 1€
a drop in its rate of exchange :
Tn the soclalist economy of the USSR the indicateqd,
chaotlcally aseting mechanlcs of the flow of gold, as a uni-
function in view of the

vergal means of payment, cannot
planned development of socialist economy.

& *
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Thalance of paynents,

of the U3SH's intern:

o
_ The USSR's psymeuts ave balsnoed deliberately in
conforntty with the currency plans. Any export of gold,

regardless of the funetien Ln whlch the gold appears, is
provided for beforchand i the plans for the balance of

paymente {(in the currency plems). At the same time the
surrency raté of exchange of Soviet money dosg not depend,
ag in capitallism, on the giate of the balance of payments

and the elements of the exchange market, beceguse the neces-
- sary premises for its exils

tence ore abssent in the USSR,

.  The USSR represents one of the léadirg gold mining

countries of thes worid. Althouzh gold is not the basic

export of the USSR, as 1t 18 Por the Union of South Allrica,

the Soviet Union may in certain situations sell & part of

ithe extracted pold abroad, s goods, L.e., 1t can utiliize

11 as av international purchsase weans. o
Therefore, the export of gold by the Soviet Unlon

cevmot be congldered as an irndex of the passlvity of 1ts

a pumber of examples Irom the hlstory

tional currency relations which 1llus-

Soviet state as &

the scnse in which K.

One way olite

trate the utlilization of gold by the
weasrs of international purchasing in

Mz employs this Torem. o .

Thas, in the first years of the existance of the
Soviet state, owing to the economic blosinde, and the im-
possipility of quiekly developling its exnurt, gold was '
uwtilized ag alnogt the only meons of buying from abeoad the
goods neeessary for the gowliet State. A3 & weans of 1lne-
ternational purchasing, gold was also utilized by the Soviet
state in 1921, when, cwing to tke fallure of crops and
famiue in the Velgs provinces, thene aroge an urgent nsed
for the purchase of bread in large quantities abroad.

After the extraction of gold in the U38EKE begsn To
inerezse #s a result of the pe-egtabllshment and recon-
struetion of the gold sndustry, part of the gold now helng
produced again in the USER was utilized [dr sale oun the

fovelgn merket.

© after the Secend World wWar ,
in certain situatlons alse’in the furection of world money,
wnich ¥, Marx ealled tho shasiute social materializetion -
of weslth in general. The granting of currsncy loans in
goid te Peland and czeoheziovekia 1s an example Or sucn 2

the USSR im using gold

une of gold. o
Juat an the export of gold Ls nol an iﬁﬁicﬁuian of
the passivity of the balance of paywents, exactly in t?@_
same manner, it would be dncorracl to regard the 1@p0wu_af
gold inte the USSR (its purchess obroad) as the sole lundex
of the activity ef the UOSR 'e balance of payments, For
the Soviet Unlon, which even befope Lhe Second World War
vecame one of the 1&rge_goldmprcﬁueing‘countfies, the

~/7 -
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internal extractloa of gold, and nov its purchase abroad,
1s the bagic source for the increase of the gold sumply.'"f
This, of course, does not exclude the fact that golé'may
under existing conditlions be brought into the USSR from
octher countries in settlement of trade and credit obliga-
tions. ‘ _ i
The activity of the USSR's balance of payments 13
expressed in the excess of monetary recelpts from abrozd.
whereas the pasgivity~-in the excess of monetary paymenté
dver monetary recelpts from abroad. o

Since the equilibration of the U3SH's balances of pay
ments proceeds deliberately, ceording te a plan, and not
chactically, it is the planned increase o decrease of
the foreign currency reserves whilch constitute the final
mezus for bringing paymerts into balance. Theralore, from
the point of view of the equilibration of the balances of
payments of the USER,, 1t 18 not the import or exnort of
gold which constltutes the ipdex of their activity or. passi-

vity, but rather changesin the forelgn oUrTEency IPeServes.
Currency Regerves.

. : The currency reserves &re one
of the Forms of economic reserves of the Soviet Unlon,

which the soclalist econcmy cannot dispense wilth, belng
hased or a plananed natlenal economy. o o
Currency regeprves represent. the gupply of the means
ror international payments, and consists basically of gold
and forelgn currency.
v for the Soviet

The necessity of eurrency reserves
nion in stipulated by the fact that there are two systems
italist

of economy in existence--the gsociallst and the cap
~-and by the economlc ties between them, wlth the conseguent
international currency relatlons regulting from them.

The sources of the currency reserves and their sig-
nificance were different in the varioug periods of growth
of the national economy of the Soviet state. »

Tn the firet years of Soviet power and during the
transition period from capitalism to gocialism, the accumi-
1ation of currency reserves wak & prassing necesslty. - The
gold supply that the Soviet state acquired from pra-revolu-
tionary Russia wae neglizible Mozt of it had to be spent
on the purchase of the most essential goods in the very first
years after the Ootober revolution, in order to liguidate -
the economic collapse and to buy bread for the starving
iga provinees

population of +he Volga In o?ﬂer tp re~egtablish
the import of egulpmernt

e

23

14 industry,

the severely damaged go
From abroad wag reculirad. ‘ , .
Lt the same tlme the capitalist countries were con-
t socialist

agairst the firs

credit blockade t o
and long-term credits

dgucting & 1
state in the world, vefusing it loans :
1e blockade. Under these con-

and threatening a new ecCnOmM » e8
ditions the accumulation of currency reEgrves was of the
highest importance for securing of the economic independence
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of the USSR and for atrengthenﬁng the now Sovict ‘xwrency:i
the cheirvonets. e ' L .
During the years of the trangition pﬁ“*ud th& , ,
ortance to Ln» “ccumq-
latlon of currency regerves in the Deviel ECoNony . o
Ttn great founder, V.I. Leniu had already I 1421,
at the very b@m%tjium of the zestoration rertoﬂ of *“he
SSR's natlionzl econony; pointed ocut th2 necassity for
saving gold, which was at that time pract‘aaljv the on

Cworm of Soviel currency reperves.

- The sources fer the acoumulation of ecurrency re-
serves for the USSR, during thope yeers, wWere fraddition
to the activity of ite balance of payments, an increa g8 in
the mining of polé within the country and thﬁ mohilize
tion of all natlopally avallabvle yw,hhl vy valuasbles.

gince in the period of the Party's s struggle for the
»f the netlonzl @concmy, ﬂd ¢r the first years
e for the seclalist inﬁustui lizatien cf the
wipraction of geld could pot immediately ve
ipereaped, the essential slgnificapce ir the
wmlation of curcency reServes was such & !
tion © L@“elﬂ“‘brnﬂ&_tnﬂ* would allow fne haldﬂce ot
- and payments to yield an active balance. 1

¢f the struga

F“)*
I connection miﬁh this, the government and perty

Cdirectives regarding the aocurui“tfvn of currency recerved

paid particular a*#“ tior during thls peried to the pﬂaerm
of achieving an act: vity of the balance of paymerts and LraGe .
The directicns on the activity of the balance of trad

fv4ﬂ= glven by the mnfrtﬂcnuh C@ﬂfb”“ﬂcﬁ of the Ruasian

Commiidst Farty {Bolubeviks) {(Rossti %hmva Kommnistiches-

kaya Pa”tlva) the Thirteenth Cong ?u - of the Russian Com-
Rt e Atat Pavt f;{

{moleheviks). the Fourteenth Congress of the

r1l-Union Comminist Party (Bols shevike) (Vsesoyuznays
vommurlsticheskaya Pertiya.), the Fif rteenth Conflere ance of

the All-Unlion uumauﬂ‘“* Party (Bolsheviks), and the Fxft&@rth
Cengress of the All-Unlon G emmndst Party (Bolsheviks) .

The desision of the F‘”“eeﬂuh Ea*tv Congress also
irdtcated geals the dtt&ium@nh of which necessitatad the
accunu;af*nn of vessrves (raw, goods, and nurvenoy) the
sbsolutely necansary lbcdﬂafeb, protecting the JESR aE ainsgt
ma jor fluctuations of tnu con junctures of the Lﬂtufﬁa an¢1~
merxet, the possikillities of an gconiomic and & credlt
finance, partial or bc141 blockade, & crop failure WLLhiﬁ
well as a direct arisad ahha(k on the Urion
of Proletarian Republics g, LSw,th#“ | ) Lo

A {[Note:] KPSS v yernclyutsl v&y,,n“gggdav& kcﬁfa;enéagi'i plarg-
gggémgsV ("he Commindst Party ef the Soviet Usion in the Resolutions

£ Congrenses, Conferences, mnc Plenoms of the Central Comml ittee), ,

vﬁ %I, page 457. State Publishing Howss of Political uitor&tbfe*‘,
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Now that the ecoJomlc aﬁd pam tisal power of the
Soviet Union has developed on & ‘migentic zeale, and it
ceased to be the only social; t state, and social s has
expanded béyond the framework of a single country, and a
world socialist system, nalntaining superiority 1in the world
economlc competition with capitalisgm has been forimed, the
meaning and functions of the curvancy wegerves have changed.
Ho”'*e ﬁn»pite of thisg, and of the fact that the tech-
nical-e conomi e independence of the socslalist econony 1u
reibiiow to *hc c%piﬁaiist world has been athaived, the our-
Tericy reserve ontimie, even at the present timm,-ta DABY
an ilmportant 1019 in *he Sovlet economy. o

, Currency regerves alsc have important aigmificamc@
for a freey maneuverling in forelgn trade, ﬁuIiLLQL"Vly in
order to utilize better the con junceture QL the c@gih'“iﬁt -
ﬁorlﬁ market. . ,

When there 1is enjuncture in the pitalﬁﬂ+ merket
vorable to the anﬁs(a drop in prices 0* Sevriet umrart
or an introdustion of & restricticn on the 4y luoport
sapitallst countries), 1t may prove to be, undary ¢er-
onditions, mors av&atazzsm to Tiquiﬂavn ite debt on’
s giwver to it bi ipdividual ﬂd)fumli&L countrien, by
gained from the zale of gold but not from the pale
SG & For thisg purpose accumulated | gold reserves may e
util 4~ L&, In exsctly the sawme way 1t mmy ve, uﬁdcr these
situa t1ens, advantageous to the USSR te utilize the accumi
**fﬂ Poreign currencys or gold Tor the pu*cfaﬂf_of.gced&
fnctead of the sale of cxﬁuvt goods . ; '

The currancy feweﬁvu are also necessary fn' the
meintenance of the U3SH & Gatly halance of Qavmmn s wlth zhe
capitalist countries. homd wtaﬁm dlsparities botween the
arounts of de 1t and ¢ rwmic are not exeluded freom tme bal-

ance of pdvmmntu of the USGR. They may occur not nly in
congaquence of the itPVJtaulo msynchﬁanlsa in the t rmg of
currency recelpts and vmcncu. hut also as 8 result of
the influesnce of "na"ural factors and Fluctuations of the
capitalist conjuncture, which are, in forelgn trace plans,
imposesible to f@w Ca wiﬁh complete aecuvaﬁy, in the forelgn
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trads plaﬁw. , .
e gurrency rgvarv,s ha:w-jﬁ t}@ USS arn even more

general meaning in connection with the problems of planting
unn natlonal economy. Just as the other Jorms of regerves

of the socisllist economy, they may be utilized for the pur-

peases of overcomlng the Glspropoy tionag revesled in the cource
of lefilimﬁﬁu of natioral a"onmuic piens, by meansg of pure
chess abroad of products lacking at the gigen time . ;

_ In the past currensy WE%@"V65 were uti lized pometimes
in those cases, where the need for an urgent purchd 3¢ of
certain goods abroad arose, for the purchasé of which the
ewpert resources could not be ne?iliz&d on %r%ru riobice.
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L Uhder conditicns of war and of economic blockades,
as & result of the blocksding of the UESR's currensy re-
o mources in forelgn bank accounts and as a rasult of cother
‘hostile currency measurep by the capiltalist countuies the
‘_~utilizati0n of the currericy reseyves may be made grificult.,
o Currency reRervern wereg utiliged after the Second
Wworld War as & means for friendly economlc ald to indivldual
countries of the Soclalist camp. A8 indleated above, the .
JUSSR granted loans of gold and currency to Poland, Czecho-
alovakia, Hungery, and olher countries from its oun CUrrency
regerves . C e ~ ‘ : L
“ e sienlficance of currency reserves (gold and for-
elgn Currancy7 18 not the same at different times. It varie
depending on the charnging international economic and poli-
rical situation and the extent of trade of the USHR and othsar
anecialist countriss with. capitalist countries, ggpecially =
with the industrl 11y developsd countries. o
o The significance of gold and forelgn currency 48 _
srancy reserves Gepands on the degrec that they may be .
utillized under given conditicns as means for internationszl
payments, for the payment for goods, for the liguidatlon
of credlit obligations, and for other expenses. = Lo
-  Gold is the world mouney of the caplialist economy;
~ therefore, as a rule, not one caplitaliet country refuses to
purthace gold with its own currency. The question lize only
in the price at which the capitalist countrles agree to
aceapt the geld. . ~ N
0 fne offieclcl price of gold in the USA, esteblisghed as
early as the 30th of January, 1954 at 25 dollars per ounce
- of pure gold, has been the price of gold gince the Second
Wworld War. Despite the fact that the price of gocds ex-
pregsed 4in dollavs has increaged in the worlid market glunce
thet time. by 2.5 to 3 times, the government of the UBA pre-
'I' serves the indicated price of gold at an unchanged level ..
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The unrealistically low prilce of gold in American dollars
contradicts the interest of all gold-extracting countries.
The Unlon of South Africa and other gold-extracting capl-
fallist countries heve repeatedly ralsed the guestion of In-
ereasing the world priee of gold to - the capitalist countriles
at the Tnternational Monetary Fund. : ‘ L

v Thig would help a number of capltalist countrles who
do not possess lavge gold and currency rescrves te solve their
eurrency difiiculties. However, the government of the USA,
the principal world buyer of gola, has up to now always
‘ghjected to an incresss of the price o gold. (I¥ote] Con-
gversation of Comrade &.1. Mlkoyan with Sfrench eorrespondents,
Yneskuraya torpoviys (Foreign Tredan), Mo 8, 1958, psge 6.)
T A Courade Mlkoyan pointed out in his conversation
with the Prench, the normalizatlon of the prices of gold is
also of interest te the Soviet Union. {[Notel Ibid}. :
. B L] B
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R _Tn order to be able to utilize gold in international
accounts for the eguiilbration of the balance of payments or
for the purchase of goods on the world capitallst mavket, it
is necessary to sell it in advance for the fereipn currency
necessary for these payments. o R :

in speaking of tha difficultlies of utllizing gold, ore
might recsll the boycott of Soviet gold in the filrztl years
of the existence of the Soviet state, in the form ¢f the so-
called gold dlockade, whilch was being conducted by the large

“bank%, by the government of the USA and by governments of

a rumber of other capltallst countries. B n
. Currency reserves of forelgn currencies should mainly
congist of a definite supply of eonvertible currenclies, -
since only such currencles may belcmﬁvarﬁ@ﬂ‘intc'ﬁﬁh@r for-
eign currencies and utllized for paymert in any country.
However, 1Lt ls necessary to malntaln gmall regerves even in
restricted, inconvertible currencies of individual counteles,
in order to provide for the currept payments 1in these coun-
tries. . , oo S S o ' '
‘ Under the conditions of currency instablility in the
capitalist world the reserves in forelgn currency are not
guaranteed from depreclation as a result of a devaluatlon
cr other droep in the currency exchange rate. A gold clause
can he the only gusrantee agsinst the depreciation of the
currency. Currency reserves are also threatened with &
freezing of bank aceununta ln cases of introduction of cur-
rency resirictlons or the selzure of these accounts 1n war
or because of other considerations. Durlung the Gecond World
Wer the United States Coverrment froze certain sums on ac-
counts in American banks belonging to cltizens and enter-
prisas not only of enemy states, put even of neutral coun-
tries. S R ' o o ;
C During the course of the war in the People's DemD-
eratic Republic of Korea. . (KPR =~ EKoreyskaya Harodno-
Temokratlicheskays Respublika), which was belng alded by
Chinese war volunteers, . United States govsrnment lm-
pounded all of the People 's Democratle Republic ok Korea's
resources in Amevican banks. After the wtionalization of
the Suez Canal by the Egyptian government, the governments
of England, France, and the Unilted States frouze Egyp's mone-
tary resources existing in the accounts of banks of these
countries. {([Mote] Later Egypt negotiated.  agreementg for tm
release of these sums with those countrles. Lt

The keeplog of gums in a forelgnh currancy in the ac«
counte of forelgn banks, as well as afhfaraign.manatary‘j '
tokens in accounts of the State Bank USSR, signifies the
granting of credit To a country, whose currency is utilized
as & curreney reserve. In the
pears no interest, since the large capltalist centval and
commercial banks do not pay interest on current accounts.
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. The amount of reserves in forelgn currsncy should in
“connection with this be Limited to 4 certain mirnimon, the
current payment by the USSR of &ll foreign trade, credlt
and other financial obligatlonus, and, in additlon, provlding

5 possibility for unlimited maveuverabllity in forelpn trade
for the purpose of utilizing, to the best degrue possible,
the changing conjuncture of the capitalist commodlty mariets.

The perspective balance of payments with capitalist

-pcuntrias‘in,freely and purtly convertible surrencies snouldy
thersfore, be Dlanned not only as bedng in balance, but also
‘ghowing a certaln rreponderance of recelipts in convertiple
foraign currencies over payments. e planning for a cer-
tzin lonerense of currency reéssrves in the convertible cur-
rency is necessary in ilght of the fact that with the in-
creases in USSR's production from year Lo ye . turncvers
in Toreign trade with the caplcalist countriles w11l increese
5s well. The more cxtensive the turrovers the higher should
he, all other things being equal, the amount of forelgn
currency reserves, in ovder to agsure current payments and
a bstter maneuverability in forelgn trade. ‘The princlipal
part of the USSR's surrency reserves conslsts of gold which
1 kept within the country. The extraction of gold within
tha country is, in 'the USSR, the source of the formation
of the gold portion of its currency reservet. '

b, Currency Accountability snd Compilation of Acccunts for
Paymant and Account Belaness of the USSR -

‘pulances of peyments are distinguished

\ The USSR's
from the balances of payments of the capitalist countries
not only by thelr content and means of balancing, but also

by methods of compilatioun. Tne latter distinctlion concerns
the balances of payments Lfor {past terms), 1.e., the account
palances. The concept of balance of payments aceounts

under the conditions of socialist economy bzsleally coincides
with the concept of currancy accountability, '1.e., accounts
of the receipts and payments in foreign tpade and other forms
of economic and other relations with FPorsign zovernments,
i.e., agcounting cf the fulfiliment of currency plans. .

U gurreney sceosunting, in the brcad sense of" the word,
encompasses all forms of accounting and accounts in the flield
of the USSR's 1nternational accceunts. To the narrower sense
of the word--these are accounts of currency recelpts and
paymernts, received and made by foreign trade unicons and all
other economic crganizations, snd institutions of the USSR
for epesific fiscal periods. They perform an lmportant role’
in the plamming and regulatlon of the USSR's intermational
sceounts. ' ‘ ‘ o : ‘ ¢, e ‘

' The currency accounts, as all other accounts on the

& [
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fulﬁilim nt of plans in the Soviet economy, pericrm first

cof 4ll the function of checking the fulfillmant of the plan

Cand of its correction. Such dontrol is necessary for determ
the work of all organizaticns, Iindl-

iming the success of ihe

vidual links or Thm apparatus and workers called upon £o
]
e

[#

_ p
direct the plan's fulf
' Currency a*“ﬁuv s show which parts and divisions of
the plan were not fulfilled or overfulfilled, and raveals .
“iﬂdividuai errors made 1o the planning. At the same time
this currency account as other forms of currency &”qu“wlﬂﬁ
and sceounts, appears as the necespary initlal metarial for
the compilation of fut e plans of the balance of paymenis
of tre USSR and to regulste nh&w in the-prae&sﬁ ol fumfxilweuﬁ.
‘The accounting of demands and obligatlovs on coneluded
n trade transsctlons anu cradit agwr@mﬁﬂth is in thic

p
1
t
i

Porelg ¥t

reaspect vspey¥ﬁ313 jmportent, but equally important 1s the

sceounting of termz of payment for these obligations. ‘
The basie of currency accountability in Lorelgn trade

iz the bockle:rim* and operative accounting of the trans-

actions causing the re ﬂ§hpt and expenditure of ¢ currency:

means. Such an acccunt ls conducted by each Individ

foreign trade uniopn and by all crgani zAuﬁrﬁg aarviai

foreign trade.

ﬁ‘cownting

naﬂmerﬁda operations The
partments an

ddﬂ vhish have rece!
Part of the non-trad

Nai S

2

“which have cu

ﬂipht Lo span
1@[ GRerE -

ted by the USORH's ;ﬁﬁfy of Finance.

The u,aauuzlh; of” the rec @1;ﬂﬁ and mvy@:dad GUPIEnCy
mears 1s conducted with e subdlvislons of rece red
penges 1u the various types of operations, and by the 4lf-
Perent forms of currency as well as by the different coun-
tries. A e s time the Ministry of Flnance conductsa
speclal sccoun or the course of fulfillment of the
supply of goods lpulated 1lu the agreements on ayohange
of commodities payments concluded by the Soviet Union
with t© indivi crmwtriea. The date of this account
' s the n eary material for tmrificatia' of the

L of utiuel goods ﬁ”hd:%@ aceording to kthe
atipu in these agy em SEAN Tﬂv accounting

fs on ring accounts ”uLuw from mutual goods
ne Gor rated in the L“te Bank USSR, insofax
ter ha e gorrespondl ﬂt r clearing acoounts.
neois e Lo occupled by the aagauntinﬁ and ac-

tinn to other countries and the geelpt
Cof credits. T%is’accavnt*ng ig con-
hc Minis t*y of Forelgn Trade but &.80,
on & unumber oOf -éﬁ;ts a2t the State Bank and th E "SR
\;nistrv of Fins
Along wi

o
Y oY
8

counts Poy T
from other h ur

& e rwensy socounting in forcign trade

a %

i & é’) e

twent and to put it intc practice. .
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amnducicd according to each indLVLdu L countyy and currgncy,

: te
espence the UcaR's balarnce of payments fdr a corre

ey
(
tion of the USSK's st

'omp‘leﬁ by the MLliutP“ of Foreign Trade, and a“ooxnfing

4y other operationg &s are reallzed by the USSR s Minisgtry

of Finante, and other departuents, para. 1lel eurrsncy ace.
counting and-accaaw*w are conducted on the entire aggra-
gate af the ‘Soviet Union's Interne ,iona1 azcounts by the
Stata ark, which is the USBR's currency ca ashler. It'is
through the cash departmwnt gnd aﬂ&@unﬁ yof the Steate Dank

10 forelgo banks, that In the malw, pass all rece ‘pt avd
pr@hﬁﬁﬂ Y currency mesns in both trade and non-tra iz cperas

l(zn .’

;‘;‘. .:n {3

Ju 4wflocrrng the deposlts and amoun tn‘drawn‘on themn, -

the acoounting and adcounts of the State Bank canuot, how-

ever, glve 1u & nuwbﬂw of caseg, an extended and getalled

pleture of the componants in the deblt, and credit of the

enrreney m*an“‘aut of which these amounts are in fact comn~

nosed. Thls gap can pe filled by such data of the book-
- S

&~er>ng and operative sccountling deta of foreign trade unions
which give an oppﬂﬂtuﬁ ty to pren@nt a extended pleture of

the deblt and credlit of curraency by thu Supq“atn *vpes of

receipts and payments.
The currency acc&uncing of the State Bs k belng
Ve

ash accounting, gives ontrol flgures for rif LCutiu of

e

tha,d guracy of th@ cuvrﬁboh accounts of all the other or-
pardlzations awl establishments of the USSR which spend ond
recelve CUF”PﬂPY MEeHNS .

mee sinte Bank's datly ac aauﬁt nf cuwjen,v opnrutLon

oo

@i ueg Gn apportalifg to. follow currency receipts and pé "r'T&
Tn Fforeign. tyade and non-trade Opvrapionm. In this vc“nb<4
it has an important significance 1In the aaiwm myu;&tLQn of

the U3SH's tnternatlonal accounts. Lo

The gompound currency sccount of the State Bank ls in
gpondaing

perliced of time, GOMyilﬁU in gummary form W&uhﬂ.- de tailed

,bnaddknmm of debit and credlt avtio*eﬂ'

e dats of bbokkeeplung and opers flvc gecounting of
foreign trade and other forus of economic relations with the
outs idr world, zlong with data of currency 3ocoun*jng in non-
trade articles and the Otate Bark's data concerﬁﬁng its own
operationsz, gilve all h* naﬂeﬂ”“‘y material fer the couposl-

ailed and ext cnda, baiaraed of pay-
ments. v O :

. Cwinz Yo the 5uaf¢1i¢1”ﬁy ster of éc@uomy indissciubly
anUviﬁuco with the monopoly of forelgn *waﬁf» and 1ts com--
ponent -=Currency nenopoly, the Joviet UYpion has the oppar-
tunity to compile with & maxl AR pcsfublw degrea of acouracy
1tn account balance of payments,  just as other balences, ‘
chara aterizing the USSR'e interuktgonal account ﬂelabimns. .
The pwuuﬁwm of complling account balances of paym@nL% s

facilitated by .the fact that an uvefwhwmmlnp pa G cf Lhe

AP
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) : o .
internratioral accounts ol the countiry pass throvgh a single
currency accounting center--the Itate Bank of the USER. - :
C . _In the conditlons of ‘caplitaiist economy the ranlza-

tion of proper sceounting of infernational accounts runs:
into a number of Insurmountable éifficulti@a,.ﬁinca‘the"
economle ties ameng the countries and the payments regull-
ing from them are reallzed mainly by rumerous privace enter-
crises, firms, and banks. - S T

~ In comnnectlon with this, capltalist statistics of the”
balance of payrments are compelled,in the majorlty of cases,
when 1t is a matter of payments or comnerelal and finenclal
aceounts received and effected by individual enterpiiseg,
to proceed from varicus indlrect data and external indlces
of completed operaticns and thelr approximgte appraisal.

T Countries with currency restrictlione, depending on
ne greater or lesser extent of these restricticns in the
dividual forms of internztional accounts and the degres

%

$
W
in

. of effectivenens of currency contrsl, have the opportuniiy

to compile on the hasls of dats of exthange orgéng more
exact balances of payments than countries whieh do not
employ currency restrictions. However, even in countrles
with the most rilgld systen 6f currency control, the statis-
tics of the balance of payments are very far from corresponi-
1 to the demands of antentific methodoicgy and suffer frow
a signilicant lack of acouracy. Supporting this 1s the
fact that even in the statistlcs oF balances of payments in

eountries with currency restrictions, the grand total of

debit never coincldes with the grand total of credlt, and
by rather large amounts., - This urelarified difference will
pe found in the article especlally created for the balancing
of the balance of payments, called "Cmissions and Errors.”

, The Soviet Unlon ilg freed from tne necesslty of re-
sorting to the varlous artificial methodzs of complling the
seoount balances of payments employed by the stetistics of
the capiiallst countrles, Jdhleh aistorts the actual plcture
of irternational exchange relationsg, : o

' The bookkeesping and cperative accounts of {foreign
trade uniong and other Soviet economle organizations and
establishments which are nhligated to render an aceount to
the govermment of the currency means received and spent in
their opevationg, are the sourse fer the compilation of
valances of payments in the USSR, Tr connactlion with this,
ip the USSR's account balances of payments the article .
hogptissions and Errors', 1s not rregsent, and the fotal amount
of credit is alwaye balanced by the total amount of the debit.
The USSR's balances of payments give gn exact, and not &
distorted, as in the c&se of capitalist countries, picture
of the actual monetary receipts and payments for a corres-
ponding period. B .o

2
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sen . fhe compllatlion of the ascount balances of paymenis

~4in the USER pursuss the practical problem of pecuring '

petter planning and regulstion of the international ex-
ehange velations of the coviet Union. -~ . -

T Along with the sompllation of the palances of pay-
_mgntﬂ‘as‘accauntﬁ of the fulfillient of the plan of the |
balance of payments, the USSR also rag the opportunity of
- eomplling gncovnt balances of payments in the form of
" solloted statistical table whilch glves & pleture ef the
maviet Union's payment rolationg with all countries vy :

the individual forms of eccooule and non-economlc relations
wilth thetn. - . Co R o
ST mies was the chevacteristic of the US3R's balsnce of
payments for the yaars 1955 and 1936 as publisked in the
Seviet press &nd vemitted for publication in the Lnague of
FHations ! collection of balances of payweuts, nited belodw.
{Ses Table 1) - | ‘ |
. The texts of tre USSR's balances of payments fer
1935 and 1936 were compilea sccording to & form which 1is
putwardly anslogous Lo the schewe of the balance of D&y~
Cmwents worked out in 1028 and applied-ﬂarﬁmg.exiatanu&‘ef
the Lesgus of Nations for the purposes of unification of
ths atatlatles of the balances of pauyments of various
councries. R S R ;
" T gowever, from the polnt of view of the methodology
of composition, the sublished balances of payments of the
UASK for 1935 and 19326 differed essantially from the bal-
avices of payments which are punlished by capiltallet covn~
~tries., The furndamental difference lay in the fact that
¢hey wers genulog seoount balancee of paymentis in the scien-
rifie senge of the word. For each individual item the ac-
ensl ancunts of the monetary palances of receipts and pay-
wonts vere glven, and uot flgures of inports and exports
hased on Gata yleldsd by forelgn trade statistics or
supronimate appraisals of debit and credlt in éther Ltems,
as is the oase with the balances of pavments of capitaliist
sountries. . B BN B
: " Trme division of the USSR's balances of payments for
1935 and 1936 in two parts, -~"Current Ttems” &nd "Movement
of Credits and ¥roperty', graphically showed the sources
for the major setilement of the roreizn trade sghort-term .
credit debis for these years. . : : o
o The Iseretarist of the League of Mations published
the USSRie balances of payments not in the form in whleh
they appesibed in the anviet print and were presented €O ths
‘secretarist, but in the rorm of & continuous colwmn of
fipgtres which mads & ylsual survey difilcult. The antli-
“Soviet elreles in the Loague of Nations, svidently, had in
Bivé to shade in this manner the fact thati the Soviet Union
had utilized the_aignifieant”&ctiva‘b&lanee in foreign trade

» .
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for the liguidation of itz previcus sheri-term credit debto
to other countries and had agaln proved its economic powsr
and abillty to fulfill obligations taken upon 1tsglf puctually
The compogition of the USSR's yearly collated account
balances of pavments, as well as of the azoocunt balances
{the bzlances of internationsl uebﬁ and demands) at the end
of the accounting year lw celegated tc the~U$?ﬁ' Ministry
of Finance. ‘ . .
The gccount bﬁlanhc of paymﬁnts of thc U SR are &t the
bresent time complled in a different form from the one by
which the balances of payments for 1835 and 10%6 were compc@@d.
In a somewhat abridged form the structures and con-
tents of items of the USSE's account balances of 6dvmanis 1s
presented in the f@llmwing form (3ee Table II} :
Eﬁble I
 The Bala: faymmnts for 955 and 1936
' sand% of rubles) R
3 00 Fﬂomch fxanca;‘from

'{(’l
(in 1935, 1

27 Oetober
Debit - e F';k : 19%5 S , in@

sLe
LA
NS
-
R o
o

Cuvr&ﬁt ITtems

Receipt from the feu3izauion

1 . . . .
of export goods (F.0.B.) ----- 1,800,363 1,497,542
2. Balance of incomes on sea freight 47,536 S T1.636
5. Ealance of recelptz from port o ‘ Ce
fees and court 8688 —emmmemomw- 11,4%0 1,834
4, PBalance of other transports and = e v ‘
other expenses of the balance S ‘ o o
of BErvigefeasemammeaadlcmiiann 11,581 15,893

. Balance of vecelpts of ins-

urance operations -we-—ceowoso 5,733 695
. Balénce of recelpts from non-

ommeraisl transfers S 61,630 + 7,080
. Balance of receipts from tourlism
and experiditures of forelignerg-—- 2G,324 33,133
Other receipts ~wwememmwwimewee. 164,959 ‘ ?2,3?
calizatlon of gold sbrogd --—--- 2,239 » .

AN O]

OO

Total of current ltems we-—eewe---w-p 184,804 1,663,198
Movement of Credlits and Property Ab“Oad
1. Return {reparations of ﬂvooeruy
existing abroad ~esswmmcem ... ST, 276
2. Balance of reueiptm of ‘govern-
ment LoGn8 commetmm e T, e




’Tablc I, cﬁntinueé:

.3. ‘Hece iptn cf flnanﬁisl predlits ===

Total of thp Movemerts of Cradits
and P:operhv-~~w»wn~~w~~~~'

fhe dsbit balance of the movement
of credits and property

[ T T i

w

-~
Ny
o

1,004,896

1936

Sredit
1. Cash favrcnua uf imports, in-

CEWG‘UI cvarhcad expenses for
. tU"J“‘liHP‘ (3 q.},«Fs
o, Expenses fov

chticsl anslis-

tance and a%»@rhi*ng e e e o o e

3, Excesms of state expensen abread

over state 1mcom B e o ot o e e
4. Interest on loans and credlts
\bnjﬁncw} o e o

t}h."’f fﬁ ([?i"'\ &2

o W i R A T G D WA SCD AT) AN R £46

5. Qlher
’:}

L, ~Fuﬁohaggrgf GOLEA i e e

[ L ak  pV

o
[
a
o
Y]
=

23,472

wn
O
>
_.-\';
\O
1t

v LS

t i
(6

an*e 0f
nd Pf@@&rty

dation of state and cth-
firmas ' trade

3. Feductlion of obligations Ly

shori term export and bank credits.

ourrent item~»~»1$16ﬁ,6v

1G4 CNBYY LOANE swmmeomewammmer e
2. Liguidation of

‘CTQQIQE mdwmmm;wnm_mwmmwnumw"mmuwbw

current itemsw~»~~mu»—~m~‘«m~i,02 1?6

re)

Tha totzl of the movemznt of

i

creditas and PrGperty wew—e—-Seem e n—"

The jnereace of currency casgh of

coviet bankg on g¢ eounts
SDTOL (Fom oo o n o e o o o e o o e s ek @
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TABLE IT

CTABLE OF THIZ USSR'e ﬁ@MﬁNUJ QF

ACCOUNTS PAYMENTE FOR -=-woc

il

ppecumma i

i

Nﬁmavafhftﬂm& B ELCE Paymﬂmtd Lclaﬂv@wk S

) T. fTvade Operations
1. GOOOS s s i s o s
S, GOLA me e o s i o o
3. Silver and other praclous
TRE LA LE o e e o i o s s o e
Total of Divislon I —-eerocamemes e
II. Services |
L, Transportation operationg ------.
5. INSUPANCE —-e=—wmmowmmmes e o o e
6. Post Telegraph ﬂowmmwicazi¢b -
7. Overhead expenses forelgn rada--
2. Benk Dgerﬁuion% wwwwwwww e e s i
6. Technlcal and other forms of ald -
10, OLDETE mm oo o s i \
Totz i af,o‘vislﬁnyll . o o
ITT. &tate Deblits and Credits
1. ‘the sala r" of TPPT““”WtaﬁLONS v
and GQZQEHijLm o s e o o e -t s i
12. Membership fees in interua vbional
GTEANLZATLONE w e e e o e e
13. TIncomes from Soviet property -
TIT QR L] e o o o o s s o o s o 0
TU . OLHOTE 4 e oo e om0 o o o e e
WAl of Division 1idi ‘ -
IV. Credits and Property
15. Credlits extended e o
16. Crediis 1ecelived reaememomemonme oo oo
17. Intereasts on credlfs —wweesemmcmme.
18, Capltal investment, purchase and
8816 OF PrOPETLY e e s i o

ToTal ol bDovision 1V

1

Fad .
O s e s o i o o i i S et e 2

G bkunge ‘of remainders of MEENE —emwm

Tﬁi,amu}pe e oo s o 0 ot i h o ot em i e




The olted table as distinct from the USSR's balances

Tof payMbnts for 1925 and 1936 docs not contain the subdivi-

glong. of the balance, wuyvsnu, for the debli end oredit ltems.

Tte individual cqnﬁca se~glvisions and ltems--may be in
both dabilt mﬂQ‘PI&@it»' mnnrefa%&, oppesite each item there
are ﬁb“wf columns: Recelpihs, payments, and remalnder«k or -.

J;n > the balance can he positive &3 well as negative ﬂep@nﬁw
ing Om wbhcn of the followlng prcdompnaaegm»r acelipls or pays
ments, certain items of the balance of payments can be _

’active ( enli), other-~passive (debit). The same thing

holds tfua for entire divielons of this balpnob» -
-7 L 8uch structure &llnw one to see graphlcally the role
of thé indlvidual ite and divisions of the ba&ance Qiypaym
ments in its final haLanninb. . o ,
- The mOLhudmlﬁﬁy of the compiia*ibn of the account bale

ances of payments 1s based on the scientific conception of
it 4ndlcated above In connectlon with *mey included in

Cthem aré only mnwe*aha raceipta and payments for trade aud -
Cether operations, but not movemert of the gpoods themselves.
CCredits extcﬂdmd by the USSR to other countries in the form

of gwod.; snd the commodity-exchange operations do not enter

© into the balance of paymeunts.  In exactly the sams way the
- settlems r of eredits, 1F 1t 1s effected not in monctary

form (1u,“ uding any clearing operation), but iu the form of

goodis, 1t ie not’ aChuun* 4 for in the ﬂaiwhﬁ ol pavments,
Along with this in the divislon mynzde Operations’,

Cap dlatinet from the waTintL;w cf the bwlances 0f payments
of tThe co pLLaA*ﬂt countirlies, ﬂre ahown not the amounts of

export and import of goods, L the actual mmneuery recdtpuo
and peyments recelved and kp@* fOL goods purchaszd and sold
B “Under monetary receipts and payments Iltems B o 3
understood that trangs sotions b?twnen the USSRH and foreign

"r swverpmente are conducted in both Porelgn currency and In

rubies which have become the currency of internaﬁiomal ac~
0artv on the world socialiist market. 1 =
The eollated aczount balance of Daymewﬁq a?e_compm}ed

in rub&eﬂ; 1in cddition & brealdown is glven oI monetary I

— mer e T e e o

ceipts and payments aceond ding to countries and groap of
countries (sociclist and Capibﬂllah} s

0 The content of the individual divisicnﬁ'and items of
the balanoe of payments are tha-followinhk S

' the division 'Trade. Operatlons' reflects the payients
on the import and réceipts {rom the eXpol ted geods. These
recelipts do not toolud a charges for freight, inﬁu“auce, ané
other services, which nave pren included in the price of the
goods, s8old under "C.I.F." conditlons. Wﬁese amounts are
shown under tha correaponding items of dlvis ion I1 "Services.,

Teem 2, Divieion I, "Irade Operatlons” ghows the Te-

celipts from Lh\‘ ule of gold abroad, in smuch &8 the latfer

‘s M
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. : : . , 4
yis for the USSR, & large gaid»@xtracting'cmumtfy,-mﬁa of
‘yte export gocds. I ‘ SR T \ L

7 T ftem 3 "Silver and Other Preclous Metals" contains
the veceipts from the sale abroad of silver, platinum and
other matals of the plantinum EIOUD . L ST

. Under Division IT, "Services”, include the “Dabit’
of receipts, end the "Credit” includes peyments for trans-
portation, tneurance, and other forms of opsratlons and
items. ’ ' ‘ ‘ '

-

Y

v “rranspoertatlon operations” (1tem 4} encOmpERSes:
“recelpts for the zrensport of forelgn cargo 1y Soviet ved-
sals, recelpbs from enbarkation-debarkation labor and the
ascomedation of forelign vesagnle in Seoviet ports, etc.;
payments for iLhe tpanaport of Soviet cargoes in foreign
vessels, and fov the socomodations of doviet vegasls in
forelgn ports; recelpts and payments for the {ransport of :
translt cergoes and other services of railroad transportetion;

“peceipts and payments fon the transport by alr, and also for
the commerdéial snd technica wecomodation of airplanes at
aloports. SR : o : '

Toem 5, "Insurance', reflecte recelpts and payments

on irsurance premlums and the peyvient of insurance indemnl-~
1aption for lost erport and import cargoes. : ,

Ttem 6, “"Post-telegraph conmunicatien’, shous re-
caipte from the aﬁministvativ@'aammunications of foreign
states and payments to these administrationsg for gervices
and mecomplished labor in the pﬂﬁtaﬁelag?aph»%elaphﬂna
comminication, vesael radio exchange ete., 88 well asg re-
ceipts from diplomamic‘r@presaﬁtative& and foreign Ccorras-
Twondents ip the USSR foy the services rendered Lc them by
elestrical comminication with countries abroad. :

Ttem T, "Overhead Expenses 1n Foreien Trade'!, re-
flects-paym@nts‘on»tr&mgpart and the storage of Soviel goods
in foreign port, hrokerage cxpengés, expensies of agvertise-
wment, anglysey, 88 well ag other paymenis for sarvices, reéf-
dered to the USSR's forelign tyrade organizations abroad.

o Tu Tcem 8, "Bank operations’ are shown: the interest
renalved and peid abroad on acrreaspondant and current ac-
counts, urgent deposits and glesring accounts; comalesions,
pecelved and psid on monetary tranafers and letters of
credit; and other gxpenses. L e
: gne same item reflects consumer monetary transfers
ss well as the purchases and sale of foreign monelary
toktens, checks, ete., S . S .
' “Ttem 9 "fechnical and Other Forms of ALd", reflects
the recelpts and payments for technital and other ald ren-
derad apd received. Through this item pass the recelpts
for the tuition of forelgn citizens in the USSR and the pay-
sents of currency for Soviet speclaliats comgndesrad for- .
work in establishmenis and enterprises of foreign states.

& *
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ITtem 10 "Miscellarneous™, roflects re ne*pﬁa and pay~
ments on tourism, as well as counsular fees and other re-
celpts and pd}memtﬂ on m@fJi”? not euterwd in the preced-
Ang Ltems, :

The ltem "The Ma irtensnce of Repres vnwativ&s and Dele-
gations”, 18 the main item of division IIT of the balance of
“payments "State Incomes and Expenses.” In @his ibem are re-
flected the "Income": recelpts from forelgn states for the

- salary of thelr diplomatic and utaex vﬁpr*q*mta tives and
Gelegations; and in the "Exnpanse", the salary of trade and

other represeutatives and delegations abroad, as well as
ﬁpenae% ou temporary comandecring of Sovlet worvvrw abroad.
Ttem 12 of this division includeg fthe amounts re-
epived and pald in the form of mewbership. we to interna-
tional organizatlious. - | ‘ .
‘ Ttem 13 refleuta the receipts from Soviet preperty .
abroad. " o ‘ S L
. Ttem 14 "Misceﬂlane@ua“ gives the recelpts of‘duties,
license and parcal‘fema and otharsa. L
, ‘Divisi@n‘lv "Credits and Property”, reflects £~
celpts and payments auiy on such foreign loans and credits
as were glven or reecelved by the USSR in mou@tdry £orm,
ltﬁm 1) reflects recelpts and expenser In credits and
loans, extended by the USSR to foreign states, and Item 15
a«“@c ipte and pavmfxts on credite and loang, received by
che Soviet Unlon from foreign states.,
In item $f~ refllects interest rEﬂeqved and pwid by
the USSR on both cat&gaxieu of imaws and credits.
o The contents of item 18 "Capital Investment and thﬂ
Purchase snd Sales aP‘chwerty at the pr@,ert time are the

‘Pecezﬂ?& from sales of Soviet enterprlises and property abroad,
S under "Income", and the 3avment o the purchases of personal

“and real property by the Soviet eatabi#gnmert and Oﬂganizau
“tiors abroad under "Expense.” '

After the add*cioa of amounts of receipts and'péyments

‘41 all dlvision and items ore achieves the total amount of

incomé and expense of the balance of payments for the gilven
year on the basis of which the gereral active or passive re-
m?ludew of this balance way be deduced. S
Since the balance of payments for aft pericds is
always found in eguilibrium 1ts indicated final balanun mast
pignify a correspondlng increase or decrease of the remainuer*
of regerves in foreign currency. If the inccme hss for a ‘
glven year exceeded the expenss, this weuld be mavifested
in the form of an increase in fthe remainder of the forelgn
CUTTancy meansg If the expense has exceeded the income, this
would be ﬂxpteﬁc,d in the forwm of a decrease in the indicated

_venaindnh. As 8 reg uL1 of this, the balance item in the

table of the account balance of pavmentu is the oorreagond«
ing change of the balance of forelgn curreucy means, whlch

o [ET .



are understood to inelade C&ﬁF in foreipgn curTency in %bc
forts of ready cash and i accounts of the Jtate Bank and
Foreign Trade Bank. Since a change of the repal: spp in 0o
the currency wmeans &t ‘the end of the V& gar 1o compsrlison with
the begiuring of the year is the result of the intervational
accounts Cn ”"l cperé?iorﬂ for the sccount year , - this item
of balance of ymﬁuiM 16, as was %ﬂ&z?afﬁj amgvej & balance
ne ,

Tn view of the fact that the movement cf eredits in
the form of goods, as well as the exchange of commodities -
and other pevations ars not peflected in the account palance
of paym=n 5, along. Wi *+4 the latter & separate balance of the
moverent & predits and property apﬁituablr cb the account
halanee of payments is complled. »

in connection with this 1t w¢u1i re @x{ad*ev Lo comw'
pile, alﬁfg with the bvalances of payments, dceocunt talance
for the fiscal year with & balance of mﬂv@ﬂﬁn: of ureqibw
and property equilibrating them. They would show G CONBEs-
tion and &n the“d@penﬁPnCﬁ hetween the mevement of cradits
and property and the moverent of thege balances arough the
current items of these halances for a Cu“rﬁupﬁﬁﬁiﬂg p@w Ld.

T¢ is alse of essentisl siwnii*vﬁﬁce, AP one 1s to
g complete p*ﬂfupﬁ of the US3R's nt@ruw@ienda eredit
e ztiong, to compile balance of internationsl debt and
demands nf the USSR or. the account balaucem for & uefizite
gate (peginning ov end of the calendar yeaﬁ}a >

Ao Andicated sbove, The halarce o©f WdVWQNuQ shows
only the correlation of nke country 's monstary recelipls dnﬁ
parmenaw sctuzlly effected for the caﬁfe%nanuin? g£?¢0
time in 21l forms ol ec cngmio and other tieg with foreign

counirizs.

Thc“a"ove,’ore cann@ﬁg on the bﬁsiJ of th balance
of payments, concelve what the general state of the country
ranctafv GQM4udw and obligations is wlth 1atﬁnn to the
gutside world.

In apswer to Lbis guestion m»v only’ be given by the
palance of the interngtional debt and demands . CThig balance
¢an dﬁ“”r@ine the correlatlon of all monetary demands and
cbligatl inne of the country in relation o 511 othar countiies,
regardless ‘of the time of their cccurrance, which are not
liguldated by the monmlt bh@ balance 18 ﬂazpi'ﬁﬂ ,
Tne balance of the rternetional dett included Lot

only the gureig chﬁi* ﬁfm nc and obligations, but a11'g“a»
perty dtraaj The pr“*€1fy of B given country existing ia
nther countries in the form of houvses, land, factorles,
plmntu, interest in enterprises, the possasslén of stocks ard

sheres. and the like, are congldared ordiﬁisndlly &8 MONSE-
tary demends on these countries, snd the properiy of other
Oourf?ieﬁ exieting in the gilven countery -~ a8 wawaiary ﬁhBL«
gaticna with relation to these countries. :
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The balance of international debt and demaﬂdg;'Or'

the account balance for a glven date (the beginming of thé

year) can be subdivided, pregeeding from the urgency of
the maneuary demands and mbligauionm, into ghﬂrunt . Qnd

‘longuterm items.

The structure snd centent of the ltems in tne balance
of the USAR's internationsl debt and demands or the account

pslance for the beglnning of the year is pregentced in &

rather abridged form as follows:
TABLE 1IT

 Table of the usgvi« Account Balance :
{B&l&ﬁb@ of internatlonal demsnds ard ﬁb}igﬁnaon
on 1 Jﬂnvafw . .

IR AT

Name of Items - Monetary Monetary © Balance

Demands ~ ~ Obligatlions 4 or =

Ry QO3 ON

ot -
o
N

T Aacounts of Trade'Opevatibﬂs;

1. Open accountg seewemeemoeo
L. LAVANGES e i e e
2. Unpald coliection accounis--
4, Uninvolced deliveriesg —-ewww
B, OLREDE == ieemmomonee o ot

ToTAL Of Division L e ‘ R
. II. Acoounts of Noﬁ—Traﬁe Querstiong

TW"n‘wﬂﬁt&ﬁ?cn Operatlions -w- :

,yahimTelegpaph»uamanicctionﬁw

TOABUDBRGE =~ e s e e s mn o o i e e

YEIIB LIS o oo e e i s o

»

=

®

fﬂ;mi of Division 1l C
ITI Remninders of Means in Banks

10. Correspendent BCCOUNED wmeomim
11. Current accournts and deposlis
o in roru,gﬁ CUITENICY  vomom oo e
12, Clearing accounts ~w=woseeowe-
13, 0theraccounts ~~ewos mmsmm oo v
1L, Poreign currency cesh in cash

GEPATENONT ~o o i oo e o

Total of bilvigion IIl:

] Iv. Credite and Prnp@vty
Credits and 1oans wesreeemsaa-
Interes L on credlity and loang-
Euterprises and interast in

‘waankew -«uw»u«wwmwfwmmwuw»e
rroperty of representatlons and
organlZatlons ~eemaeemme s cm e ——

Tt gt Pued
~3 DT

°
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State OLILEALIONg —=mwmwmmmmmm e
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Table III, nontinucd :
“otal cf D visaon Iva

_ Of Ali e o e o e
Hot included in Lhc balance R
1, Unatilized credits and logngse--
2. Letters of cweﬁ¢t o e
3. Unregulated accounts --~om=m—moms

T7 one lg to examipe the table of the account pal-
ance from the point of view of the Urgency of the menetary
demands and abliwatiﬁns gne may vefer its three divislong,
i.e., accounts on Trade ap@rqttand, tnm ;e on non~trade 0pw
eratlons, and the remainder of the means in benks, may be
meinly attributed to short-term items, wraress the fourth ‘
.division--the credits and propmrtq~mmaxmlv th long-term items. <
In conformance to the cited table, the ba tances of ‘
the USSK's international debt and demands, or the account
hbalance for the beglnning of the year is composed 1n an ex-
tended form. Each iltem znd divislion glves individeally the
sumg due the USSR, the sum of the USSR's ind&hteJHFQW nd
the resuliing sctive or passive balance for the correspond-
4ng iter and division. This affords an opportun ¢ty ho watch
in which types of accounts and redit relations the USSR
ig a creditor or a debior, : ’ _ : '
Lecounts on trade and unon-trade operaﬁioww are 1irn the
wain the unregulated short-term monetayy d@mﬁndﬁ and obliga-
tions trensitory from one yesar to another. -
mhe fema1uém_3 of meang in the banks in the form of
cach on correspondent and on current aﬁcnaz te, and on deposif s
in far@Agn currency, as well as in the form of foreign carrency
ir the State Bank and Wowe¢pz Wraﬂﬁ Bank of the USSR, constitulbe the oy
fereign currency pcrtion of the U3SR's cvfmrscy reserves. ; ‘
Division IV "Credits arﬁ Proper V characterizes the
spternational credit relations of the USSR. In the ltem
"oredite and Leans” under assels are uhemn demands on long-
term and qnnr# term loans and “de!tm, extended by the USSR
to foreign states, both in the forn goods, and in gold
arnd Seoviet and [forelign currency. Undww liabllities 1f glves
the debit of the Soviet Unlon on Long-term and short-term
loans and feaita extended to the latter by fofe»gn'wav<rwmﬂrts.
mhp comparison of the assets with the 1iabilities unde
the ttem "Loans and Credits" ylelds the basic material for
Ju cmim wne?hew the USSR is at the beginning of the corres-
pondjhg year & debtor or C“Cdiu ourtry wit* rmbpec+ tocother
nountries.
The acceunt balance i&‘campo sed not only in & onll&t
form, but also separately by soclalist and c& pitallst COUDTT¢8u,




ae well as with ench lundividusl ecountry. L o

© Le evident from what baz been stated, the advantages
“of the smocialilst economy afford an opportunliy not dnly to
eongelovely plean the USSR's future balence of paymentas and
to regulate them in the courge of fulfilling thewm. bul &£180
to complle account balances of payments and gcesunis based
on eeientific mothodology which plays an important role as
re of the dluetruments in the planuing of USSR's interna-
tiopal currency and credlt relatiouns. ‘

10,056
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CHALTER X |
INTERNAL SETTLEMENTS OF ACCOUNTS AND CREDITING OF
FOREIGN TRELE OFERATIONS IN THE STATE BANK USSR

1. Credit Reforz amd Basic Principles of Orgarization
- of Setilements of Accounts &nd Creditineg iu tae
Soviet Eaonomy. '

1l~Untion foreign trade associations ave links in
tn2 ebain of the soelalist ecopomy. Like other saclallst
snherprises, they ere ruled by a uniflied natjional econs-
mia pien. 4s far as settlemnts and credliis within the
USSR are comcerned, they are subjsct to the geperal regu-
lations concerning settlements end crediting procedurse
in force in the socislist economy, although allowanece 1a
pede for the peculiar charascter of foreign trade.

Tie present procedures governfing credits and set-
tlemernts in the sosiallst epterprises are based on the
Or3lit Reform Lew[Sece note]of 30 January 1930 and governs
pent dearees lsauved in elsboration of it. ' ‘

6.1 (fhate] USSR Collected Laws, 1930, No. 8, Avt.
2.3 . 4 | ‘ -
' Prior to this eredit raferm, soclalist enter-

prises in the USSR had access to two gources of com-
mereisl eredit since, alovg with bank credits, they
coulé use comnerciasl credits extended by other econo-
wic organizations. FPromigsory notes, accepted by the
suoplying economic crganliiations from the buring eeono-
mic erganizations, were dlscounted in the banks by the
aupplylog economlce organtszations. Due to the exlgtence
of numerous short term credlt banke during this pericd, |
Seviet economic orzenizations could discount the promls-
sory rnotes and recslve loans ln various banks. .
Along with the growing iwporience of the soclel-
8% sector in the Soviet econony and successas atiained
in the planning of the national ecomemy, this commerclial
cradit and its manifold scurces beceme an lnhibiting
feotor in the smooth growth of planning in the Soviet
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econonmy. To at"an&thew 1o~ f&n&ngﬁa asononic astivities
and promote sceuwmilatione within irdusiry in a1l recticns
of the Soviet econony, direst credit Lies were sstablilshe
gd belween the zaoclallist enlerprises and tma ¢v@ﬂ t or-
‘g#niz@*ianaﬁ |
. At the saﬂn ti ) th*& law was ﬁ?ﬁmdL&& e& BUmE

: gp@@iamﬁzat*mn had alreedy ocourred in the UHSSE baukiag

- system.  Under the 1930 lew ihe furctione of the shori
Sherm oredit snd long trrm ereflt banks wers divided, with
short term eredit opevations belog councentrated in tne
State Bank USSR. This reform, complsted in 1932, ?ad ;
a2 its Key feature thz ebolishing of commercial oredits
and the replacinz of ther with direct Lenk %radigr$ As
2 resullt; the State Bank besspe the slugle supplier of
short tprm credlits to wll sociallist entcrprices, either
atote o coaycrat&VG, for nq?a%ageﬁ of goods &nd GOT -
vices. ‘

The ﬂrfﬁi relorn wqa denicned to makte ﬁﬁ%%&blﬁ
dirent mrﬁ@iazg control over the exesuilon of esonomic
wiens and the bullding up of resorves in Soviet entere
prives. In sddition, It provided en incentive for sall '
snterprises to take an intense interest In the realiza-
*%»v of the plans, by-vedueling costs and accelerating

the growth of reserves, ‘ ,

With the gbolic bneuu Gfthe commercial creiit

" gyetem all gettlemente Letween socialist enterprires
were centralized lu the State Eank. Az a resullt of
thie, the State Bank becsme nct only the single short
tarm @rsﬁlt bank but also the sole amat&iag and ceching
cauter in ths sosinlist economy.. Such & couplets ‘
abolisgert of commercisl c¢redit wnd the centralizetion
in & single benk of all short term cradits ang setile-
mentie, may oniy be realig ad under & soclallst econonic
systen, :
_ . The baslc prin*&pltz of the cra%;t rafnrm wvere .
et first sericusly disterted in preactice. Inm 1931, the
Communlat P@réy and tiegevernment took stirong m A8 UP 83

ta vt An gud te these erronsous applications of the

reddt reforn regulations.  The present pr @&@&u?u for

ﬁ@*ilam nte and eredit opsrations is 3t111 basically
the sameé a8 that evtabLishad vy the decress of the
founcil of Pecplse's Combliegavs USSH of 14 Januvary . -
19351 (Collested Lavs, 1931, UWo. a Brt, 82.) and uf 20
March 19%1 {Collested Lawa, 1931 “0.;&» Ari 166,10,

The sams 18 trus of tho desrass ﬁf the Council of Lebor
“ané Dafense of 23 July 1931 (Collected Laws 1931, No.46,
u%ﬂ; )Bun), annaerninw ‘he worklng capitel of alil etate A

o
YA



a&reﬂi@uimnag truets end other acmwma4c &rvamﬁﬂafﬂOQau‘*
booording to the Puie soncerning the settiiune of

sccounte, payments due to the ﬁufﬁL?iEa srpanizations
could bé made only if the poymenie had been Quly approyed
by the purchasing economlc. b?ﬁdﬂal&ai@ﬁa wamniﬁna& of
g bill, 1. e., consent ¢f the buyer to *nn pﬁymev* for
Ek@d¢ shipped to¢ his sddrons, was soatrdingly acknowle:
sfgsd ap the main methed of getlllng accounia. _

kg to the relsasce o7 credlits Lo the wﬁﬁi”i*“ﬁ -
wmtgrprises, the procedura regulred that the tou &l of.
'&Faﬂfaﬂ 1m¢n5 ghisuld not exceed the limits Jjustified by
the sontracts goncluded with other Qﬁu@yp?&?eﬁa In ade-
a*tignﬁ i%@"e sredite were to be provided ab the sele
puee as the sebual ex h?ﬁﬁn of the @ohtvnvé Thua,
the plan dlda not autows iy decide the ﬁ}@ﬁi%,
Rather, It wes declidad bv the &amwe@ R AY wmmah the plau
was execvted.

e following baele privciples were establlebed
for providing oredits in the Soviet coonomy! the loan
shouvld be of & purpossrul natura, firm repayment datos
slLould h@ fdxﬂdg gnd the wufuﬂﬁabili y gnd guapaﬁtﬁ@ﬂ
sueraster of the losne must be ansured.

“ﬁta“cat i paid Ly uhﬁ ﬂ@@idliat et &wx 1 en Ho
the State Penk for the credits grapted to them. But
the ?a & of interest iu the Soviet ezonowy is entirsly
drfferont from 1%s role in capitalist countrles, Inter-
eah serves as one of - hﬁ tools of & ﬂﬁd“fi”wﬂﬁiﬁf OO~
my . AV encourages %ha ¢ﬂb1aiﬁgt enterprisas to resort
ts thz State Bank's locve only in cases of actual nesd
and tﬁ'KQW&W the losuas i@m utzost 8pest ..

Zre State Fank was @*W@ﬂ the rignt to imﬁ@ﬁ%
Peredit s&a:tﬁom* " 4. e., to take pgn tﬁv@ ‘sredit WG
gures osgainst &Je»ﬂ Sebhoreg .

The aoaiat 6% enterpriges were &Wla+i@ﬂ wawhi%g
sapital of thelr own, UYhle was Intented to cover thely
fappnsisdl nesds in ucqmmwiiJw with the ctooking of mini-
pum qusntities of material gouds such as rav muter ialwg
geni-mrpufantured poods, finished articles and goods, ac
wall as funds for vrca@plaiev prmductiun and axp‘mfea of
future yYears, .

When oueh needs ﬂ%”?ﬁ& tnm cwtﬁblisnpd 1amktﬂ,-
and 1f they are aw & provislonal charaster, short term
1oaps zre lssved to the sosialist enterprises by iha
State Bank. Suen eredits are grented naluly in cone
poction with invesiments iu prececses of geasonal pro-
dgetion, sccumulation of seascnal stoeks of raw weterials,

‘9
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fucl and Tinished geods, and also in comnesiion with pro- .
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system of ascount settling and credlting 1s bssed on - o

7

vislonsl investments in an uncompleted production, and
other temporary needs resulting from the precens of pro-
dycticn and circulaticn., hside from such provisiongl .
reeds, ¢redits of the State Bank may also he used te .
cover needs of funds inyested 1n goode shipped to the

L byyer-until they asreé pald fer.
buy K}

Later on the State Eank started granting loans
te enterprises in some branches of gecnomic sotivity
which needed such losns to help cover the financing of
permanent stocks of material goods. In this way, Soviet
retail trade and heavy industris) enierprises are poo-
vided with working ompital of thelr own sufflelent 10
finance the stocking of & part of the winimup gquantities
of meterlal goode which are in copstant ase (about 30%).
The remaining pert of such etocks are covered by loans
from the State Bank. This method enmables the Biote Bunk
to exercise, tnrough credit, monetary conirel over the
exesution of the production and trads plans of thess

breaches of the Soviet sconcuy.

In scme of the soclalist enterprlses noris for -

tnelr own workiug canitel were set up for each kKiud of

meterial goods, 1. ., mimimum necessary stocks of such
materisl goods ekpressed lu days and covered by thelr
swrr working capitel. S AR e :
© ' Deereea of the Couneil of Lebor snd Defense .
fsovet Truda 1 Oberony) of 23 July 1931 on werking capl-
4

4
% . . . y
421 set up the properiions in whileh the fingnelal re=--

nlied from itheir own working capital or covered by Sitnte
Bark lcens., This mede posaible the reallzatlon of one’

of the most important principles of Soviet erediiing,

i. 6., flra repayment dates and refundebility, end ser-

ye8 to define the exaot contents of the ¢redlt plang

of the socinlist enterprisss and of the S8tate Bank it~
selfs : . = S
. As a result of credit reforms elaborated later
by decree, the State Bank USSR has become the raal

clearing orgenization of . the sociallst economy, the :

all-state anparatus Tor the control of production and
dletribution of preducts and the united center of .
short term credibing in the USSR, Thus the Btate Bank -
exerciacs an setual daily monetary control over the
produetion, circulation end flnencial plans and, cOr=
respondingly, over the prograess of ressrve accumulstions

in the Soviet ecouoy.

Ag way be saen from the aforesald, the Soviet

-
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rlgcaiaiiat relaticone of producticn, and therefore, cubnot
be reslized in any capltallst country. Thig systew LR
one of the wost fevorianiy financial levers proucting ths
strompthaning end dereloping of the scelslist GCODOMY «

2. Preoefurs of Settiine Accounts by Soviet Forelgn
TEde hGAOLLELAONE WioLhin the BoVieb 10laony.

Forelgn trade aezoclistlonsg, as well as other -
gootullst entarprises pov financed by the state, are
gutononous econowmic wplta,.  They ave indgrendant legal
persons posssssing certalun amount

o

iog ts of materlel aud pssum--
feary fimds wnlch sre allotted to them on & permenent or
provisional besis, . R L R
Fopelgn trade essosistions,; beling indeperndent in
their eparelions snd fivanging, are solely resporsible
for the Lisbilities they take unon themsalves v thelr
Genlings with other scclalist entevprises or Foprelgn
firme or crgsniszatione. &b the seme tlme, they eve ras=
sponsible 16 the Soviet atate for the execution of Thelr
econoric tesks, Thia esomowic irdependenue of the Soviet
ron-firenced enterprises, to which eategory forsign trede
rasgeistions belong, ie exvressed in the fect thet they
heve thelr own balance sheetg and thelr own finavcisi
plang. - o - L Lo
C Iu order to exceute the Torsign trade tasks they
gre entrusted with the forelgn trade sssociations enter.
into ecomomic relastions with other Soviet soelallst on-
terprisea, supvlying them with iEnort goods OF pulthts-
trg Trom the export gocds, Settlemenie of eccounts re-
sviting frow these trensasctieona, whieh tebke place within
the Soviet economy, are subject to the general procad-
“ures in force in the UBSR. | : o R
. Ssttlements of foreign trede assecolstlons may be
divided into the following groupe: those with Sowlet
custoner~consignors and burers of Amport goods, with
Bevist suppliery of expert goods, with ogffices and agahe
cles of some asasociztions transferred to a non-finencod
baelis. with transport end insurance opganizetions, with
the Minlstry of Finasnee USSE, and with the State Banlk :
USER, L3 8 result of the eredli refory all gsvtlements:
belwesr sosislist enterpriser, with the exgeption of :
those of swhll emounte, are effected ihrough thy State
Benk on & ne-essh basie by the trensfer of correspondlng
st.ountz from the setilement sccount of one ecoanmic or-
parization to the settlement account of another.
Settlements mede through the State Benk apparatus, .
L. ' L .
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‘ ‘ S .
r : . ‘ :
from the stondpoint of their technigues and conditlons
of setilling, mway be further divided into lu-city and out-
cof-6lty geours, The baeis forme of the olveof~3ity aset-
tlewans ef yresent are! collection af paywent olsins,
letters of ecredlt snd spselal acceunts,. C ‘
S The mogt widely used form of settling betwesn
Soviet scouenmlc organirzations, the oue whieh 48 &lgo
ured by the forelgn trade assosiationt intheir dealings
with suopliers of exnort gocds and custemers and buvers
of lmport goods ars collection bills. The peeulisriey
of this form of settling is in the fact thal the cost ;
of goods or services remiersd is paid by the buring opw-
gsalzation at its location. In this form of gettlament,
paymenta for- goods -or services rendsred are mads after |
aspaptance, 1. e., after ¢he supplisr's payment clatu is
Suly consented to.  This form of gattling establishos
dirget relations betwesn supplying organizations and
o buyers. It enables tha buying crganizations to chaok
. en whether the supriier dooz duly carry out his engage-
éiv - ooments,  dhis 4n b8 turn stimulates the supplyirg party
to take consiant care of proper guallty, éus quantity
and the right time of daliver of hig goode., Thus, the
tollection bBill system of settiing promotes the airangth-
ening of the non-finansed crganizations in the Boviet
GOULOMY o N ‘ : S o S
- The tecknisal procedure for the collsction bill
Torm of settlerent., which was introfuead by the State
Bandk in 1936, is as follows, “The supplyivg organization
dalivers 1o the amavey of the State Rank 1f 1g dealing
with, 2 clalm of paymeni for the gcods shiposd to the
buyer; sccompunisd by %he invelce, Cerge menilests :
are mailed by the supplyivg organizetion directly %0 the
buring organizetion. The agenecy of the Btate Bank at
- the Jocation of the supplylaog oerganization mails the
‘ ‘ o olelin of paymont with A1l the pertinent doounente to

the apeney of the State Pank ot the location of the
buaylag srganizeticn or peyor, for collecstlion.,  The ge
gercy of the Stote Bank st the locaztion of he buyer-
payor adviases the buylug organizaticn about the arvival
of the cleim for peysent. Acconding to the rrocedura
@hich nperated until 1959, i the czas of put-of-city
gettlenants, if the buver scceptsd the vaymernt c¢laeim, he
had te resder the payment within 10 days, o the apaney
of the State Dank with which he wae deslling. Since ‘
ihe buyer was glven thres daye to atcept the pavment
sielm there wan thue & eeven-day perlod batwesn the
(2evepting of the claim end the peying date, o

. .
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L Pezivring with 1 Jaguary 1959, in order %o a6 ILEr-
ate the sattlenent prmaaﬁajméfweﬁj“ﬁm%eﬁprﬁgaﬁg\arganim‘
atiouns and state juatitutions, the ‘sbove aentioned days

rane were sbolishsd. Fayment of Witle {cilgims of

i

rent) 4o ovt-of-city settlements for goody or services -
derad, 1s now made within the pericd eatabiished for
ceeptance of bills {elsius of payment) that ie, within -
three daye. ' o A S
- fhaneing the proccdure fn Fores untll 195%, claime
of payment received DY &b @s0nOmLC orgarizatlion buyer are
now peld by wey of the so-salled "negative” or “silent”
accoptarce. THis weans that 1f the buying sconomio or-
ganizsbion doeg not declare i4e refusal of acceptance Lo
the State Bank, the latier will conaider the ¢laim of
payment 65 acedpltaed, and at the expiration of the Tixed
peirlod, will write off the corresvonding smount Trom . L
ihe seitlement sgeount of the buyer and remit it to the 'ii
supplying ecounomie organization. Buying economic organ~ .
1zattone also heve & right of partisl acceplance, ot
gufficiont resecns must be set forth for voth refusel of
soneptance or partlal ecceptance, S R
7 Porelgn trade associstions heve ihe Pipht Lo re~
yase gcoeptance of a bill in the following elrcumstencas:
12 the elaim of payment refers to poods for whilch no for-
mal order was msde out by the foralgn trode soacciation;

ﬁ*"'i“s%@ﬁ
b R

4F the poeds were already paid forj 1T the elain of P&y-

ment ie not accompanied by the documents reforred to i
the ordsr snd which ars necensaly for sattlenent and a¢-
cepteancea; 1T there are contradittions between the bill
gnd the stteched documents; or if the gonde wape shipped
to & wrong deatination. Partial gocepience of & clalm
of peyment way be madel when the prices of gouds or for
serviges rendered, cherged by the supplying organtzatlion, : \‘
ere in excess of thoss previously fixed; vhen guentitias
of the shivped poodas excend those of the order; when &-
long with the goods ordered, other goods which the order
244 not eall fTor were shipped; or wher salculatlion ers
vore sppesr 1o the claim of payment or in the Dill.
Vetiers of eretlt and spesial ecsounts &as forms
of scttleuent differ from cocencincas in that peyment ‘
for grods or serviges g affested at the locality of the
gupplivyipng economic orgenization,. In pettliemente by '
1ebters of ceredit, the buying gocnonic orgenization lé-
gues & commercial letter of c¢redit on whose strength the
sgency of the State Benk at the lesality of a guppller,
peys the supplier’s bills covering goods shippsd Lo the |

.
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r-buyér. hia form 48 adventezecus to the suppller because
 of ihe imredlste payment for their goods which follews
prosentation of all documenis rejulrel by tae terms of
tre letter of credit. Ths disadvaniaege of the letier of
eredit, a8 well as of speclal sccounts, lies in the Taot
that they often lend to & dispersiod of working carital
of buying economic organizationa. Pesldes, the barer
cannet erercioe control over the proper exezution LY

the suppiler of his engarepents, and the agenvy of the
Stute Bapk dealing with the supplier is mot iu & purition
to follow ell detalle of the transaction Letwsen the
gupplying end boying eoonomle ovgan tzations, B ‘

' e spectsl account bas some siwilerity to the
tetter of credit form of settloment and ls weually uged
4y twe ecapesi when the buyer has to make settlements
with several auppliers loceted in oue cily, or when lomg
term eoononls relations sre established wlith orne sup~
Cplier. The speclal account, as well a8 the letter of
: t, reduces the pessibllitles Tor eaay RENFUVOr oL
of buring econowple organizations’ working eapliel.
. Latters of oredilt and speclal sccounis are aod
wead in settlements of ancounts for lmport goods. Al
meat a1l Bettlements ip iapori ftrenssctions arc made
by colleation bills. In settlemenis for grport goods
letters of credlt are llkewlse rerely uged, BSpeclal
soecounts are used by feoreslen drade ssgociations whamo
cotilemante are made in ports with meny Qiffecent oup~
pliers or repsated settlewents with one suppller. ”

C Ipeatty setilements between soclallst epter-
prigses @ve wade mainly by wesns of olelms for payment -
to be collected, cheeks for setiling, end payments LY
compingion. Those ferms of settlemsut are used by the

foreign trade nssoeiations too, , - ,

7 Collection of the payment claime through the
Gtate Fank is the basie form usod in in~city sattle-
nenta, Like in cvbt-of -gity gettlementg, in orler to
aettie seccupts in this foprm the sunplying orgonizatlon

' e clzim of pagment te the buying sconomie ov-
This payment claim, sctompaniced by the
ey documents, ia dellverdd to
a Bruk for ocoliestion. The State Beuk, ln

thin twe days after the aerrival of the clsiums et the
e Benk. "Nepative" and “silent'" eccaptances sre
L0, ‘ o

» 'Q,r WA
LR ,&.ﬂ!
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In ir-city eetiliements, smounts undsr 100 rubles d

§
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T shouid be cieared in cash (nly.
from. 100 to 1,000 rubles may e

&

-1
Settiements For smounts

mede ir cash, by cheeks

for sgttlemert, o payrents by commiesion. To pottle ac-
acvnts excaeding 1,000 rubles (somelimes 2E0 rables) in

ir-city troveactions, claims of
o the burers and detivered Tor
Bank. Thie alsoc may be done DY

o payment by eoumksslon. -

- In practice, settlements

peyment should be drawn
collestlion to the Btaie

cheoks fﬁr“&attlﬁmemt

thyrough pavment by come

mission ers used in in-city transactions when the spount
of the bill e small or when shipplog degunente delivers

s to the buver or conslgnsy have not vet arrived, The
qifferonce betwesn the chack for settioment and hthe pajy-
ment by comalsslon lles in the fact that a gheal Ter
settlemont noy be lesued only if it can be coverad by
the balance in the sccount. Tsauance of 2 bad check is

~a prosecutable offenss.

Peymant by cormisslon, nowaver, may be issued to
ine suppiler in payment fer goods, even it the buyer
does not have z sufflicient balsncs 1y hig ascount. In
ook eases the State Bank accepts the payment by com-

mission for executlon, and pays

in aecordsnass with

exieting priority rules &s the settlement gocount Lo

sunplied with funds.

T gettlements of the forelgn irade sssoolatioms
with other Soviet organlzations and feorelgn Iirms are’

executed through the settlement
sm the State Bank. In order Lo

scevunts opsned for then
put these setilements

in 8 proper pepapectlive, considering the pecullar con-

ditiors of forelgn trade, when
speciszl accounts are opanaed for
go8in

[« .
wiE
wetter cor
funds
A

14 18 found expudient,
the Foreign trade as~

aitens along with the waln gsettlement accounts,
stal accounts are intended 1O facilitate a
control by the State Bank ever the movement of
2a which are to be transferred to the Ministry of
pance, Lo the acgount of state pudget lucope, o

for future remittancss to tpe Toreilmn supplylug of
buying firme so as to cover comucrelsl or credlit Lla~
pelities of the assoclallons. Heottienent accounts of

the Torelgn trade assoolatlions,
counte, are entered by the H5tat
1 they scoounts refleot the mov
or pald in forelpn currency. ‘

" When it is necsssary, Lu
gottlement account, the forelghn
nuve special accounts for sattl

§
aw

.Buviet suppilers of export goods.

as well as loan ace
e Bank in rubles, eval

amernt of amounts enteraed

addition to the mein
4rede asgocslatlons may
sments with separate




T"t,.

aga@iai aceﬁam{m arc opsnied by tme gtate Bank

for guns Sh gEport aswselations, which, 23 for exarpls, Ex~

portles {Luwbar Exnord) have loog term ousiness re- .
latters with sertain suppliers. Suppliers deliver the
goods to the oflicen of thess sssosistions in Soviet

3‘parua. Settlements with them sre made by such offlces

on the spot from the gpecisl sccounts operned in the neme
of aqaﬁﬂamtiOna, theﬂ@ latter empowerdng thelr offlices
to aceept suppiler! u glaims of payment to be pald from

~ the spseial asccund

dn sddition, the be”Lﬁh trade assoclat ﬁong muv

have blocked wecocunts for exvavt operetions whilch ro-
floct advancse payments mode by fareﬁyn buyers.

The foralgn trede aseociations daniing Lﬂ.iWPQY%

't?&ﬂ&ﬂ@wiﬂ?% in addition to & melin settlnment ascou %,

&lso hawe &paaibl ascounts which reflest the custons re-
venues whith are later trensferred to the acocomt of

- the m{n&ﬁﬁry of Fiansnee USSR, ard alec apecial bliseked

gacounts for lmport operations, Theese latier reflect
the movenent of amounts recelived ffnm Soviet custonmers
snd buyers (eomsignors), buﬁ net yeb ramitted te the
Torelgn suppliera, ‘ :
- X% ghould be not ad that the fmr&lgn traée 23900~
fatlong dealing in both lmrort end expori oparations,

bave only one main settlement account la the State Bank.

Tt reflante recelpts and disbursemants of thelr own

working scplial, evd pavuent of wages. Copmisslons of

the agzonletions for tho entrusted iwmport cperatlonns
end m%haﬂ ammazia are also entered &r thiﬂ &@%ﬁﬂ ta

‘E. :ﬁz@iatiga a; ?nﬁ ?mrﬁﬁgn “raﬁm Olev&ﬁians by +r"

b"ﬂ ;f& Wéa BQ"’;’H& Lhof‘x:lh

Iﬂ & VJNSleA“t @ﬁ@n@my»bamk creditiﬁg @f € O

wercisl and industrizl anterprisea and of foraign trade

cparstions s spenisneocus amd usplanned . but in the

‘UBBR crediting of the production processes and tha cir-
Coulsation of moods (forsign trade ayarat¢mns included)
~ds 2ll subleat te & plan. This plan 1s ipcluded in
‘the Etate Bauk's oredit plen whieh ﬁa & p&rt of the

navlonal economic piﬂmn

. The brale principles of cred itimw ef socialist
snterprises~-ined datga of ropsyment, rafuaﬁmkility,
parvoseful mnature of the eraﬂ*tﬁﬁg, avallability of
guarentees lu the forsm of matorial govds--gre slso
applied to ths loans exterded by the Sta*@ Baﬂk to tha
forolgn ?r Aa aczoeletions., ‘
L .

. prdo: I
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. However, the Torms end conditions of the State .
Bank's credits Lo soclielist enterprises differ for GE - -
jous branches of the Soviet esonomy. These differences
are detsymired by the fact that ths ftate Bank triés to
teke into eonslderstlon. the areelific features of every
glven branch of economisc astlviiy. - v

: The State Bank pakes the following loans avallsble
to scunemic organizabiong carrylng on thelr activitien
sclely within the USSH: losmus for ganesonal scoumvlatlions
of maberisl goods, losns for seasonal expinees, loans
for conmodity ctreulation, loans for poods undar ship-
nent, and other provislonzl needs. Ir loane to secliallst
enterprises granted for purposes of goagonol accurvlations
of commcdities and material goods, 8868002% EZDENSES ‘
ard cormodity eirculation, erediting wey be exterded only
to the commcdities sand material goods, expensges and stocks

‘of commedities 4n ecirculation, which ere pot covereld by

the working capital of the enterprise ln question. .
: 7111 the end of 1939 this rule of credliing was
also applied to the Torelgn trade sgsoelations, Eew
ginning with the end of 1939, the working capltal of
6 ah assosizbtione was no longer renuired to be used to
help finance their import and gxpert operations. Loanse
for snch operations are granted to the asacclatlons
without limits %o the full extent of ¢ommodity elroiu.
iation,. but within the limite of the tetal anount of thae
Fforeipn trade credita, es approved by the government 1
the eredit plans of the State Bgnk UssR, R B
 Tha fact thet all requirements of aspociations
for exvort and lmport cperations are fully guaranteed
by Stote Bank oredits, ls one of the fmporient peculiar-
silen of crefiting of Toreign trede, as compored with
that of other branches of Sovlet economic actlvitles.
A% the same time, these unlimited eradite for forelgn

Ctrade moke even more effestive the 8%ate Bank's mons-

tary coptrol over moverents of lmpori end oxport poody
snd amounts under settlements, as well as flnancial and
eccpomit astivitice of the Torelgn trade assoclavionsg.

C Werking canital of their own 1s used by the for-
elgn trads associatlions only to cover such ltems ae the
remaining parts of the packing, puxilicry materials,
apare perts, rubber, fuel, spflamnebles, lubriecating
meterials and other prospective production gupplies
and exnpenaes, T .
Greditine of expert operablons by the State Bank.

oo

Oreddts of fthe Siste BDark for ewport operatlons are in-

B FTo

i

tended to suprly the forelgn trade assoclatlous with the A

;;  /7..

o

oo |




fur dﬂz ‘t e*o t 3’;3" f‘c,‘r goods they recelvy for axport,
until uuc 33;: earvings sresrecezived Trom the foralen
buyara;.»xre vm@d for ey pﬁr* aredits by the forelpn trad
ssoeiations depends upon thna conditions under whioh the
axnfrt poods are delivered to the assoclati fon hy the
Soviet supplisr, the terms of settlement with ?h tattar,
and slso the terms Ov'ava}vzmg an® settlement for the
goods with the foreipn buyera (F.0.B., ¥.C.R. border
station, C.I.F., ete. s Tw*t@” 01 ﬂf@ﬁﬁt o bi?i@ for
aal&ectlﬂn}* | o
. The malp kinde of fiate E%uk leinu u39u hy the
orelvn treds sseogiation for export cpepetion in 1940~
95; were loane on exrort goods in the USSR and 1o ﬁks ‘
on export zoode shipped ebroad (export 1$ama} C Tiie merKe
ed ineresse in the URSR's forelgn trade turnover a*ﬁer
Worid War IX, as wall a3 the stranp*herarg of finatcial
and a“ﬁﬁuwif disclpling in the work of the forelgn trads
eaﬂuria%iona; wads pos %ihla and exzpedient tha sim i
aztion of *n@ B8tate Bank's for"iru tf?dh araed g?inr
v;?@m¢‘ Sing thh beginaing of 195, credlting ol ex-
Cpovt opsra tiﬂn an besn through one Lv}@ oft are ii? in
the form of a aweo:a? loan ascount ov export operat iend,
thus éifxerinm from the Tormar prog c@ur@. Morecver,
the associatlions satiling thelr agcounts with Sﬁviét
gurpliery caf the f"fpcm“ﬁ, ron:ﬁﬂ in the form of letters
of eredit or special sscounts, reesive from the Sitate
U Eauk loans for the issue of letters of credit and spec~
sl accounts, op terms cormen to 211 othaor zocielist en-
tevbriwéﬁ. “They alsc recclvae Zchza on common terma on
the bzaie of documente concerning settlewents vndervway
‘within the USSE in conmection vith gnod% withdrawn fron
axport., “iﬁllly,‘tip forelgn trade agsoclations, ag

well ag other ccopnomic orgsanl: atinan, rocelive loans for

the yaymm 1t of checks writbten on the imited shecking astownd .
~for settlement. of aseccounts with t“ﬁﬁﬁﬁﬁ“* CrEon~
‘i&"*luneo o | o
. The onl v paou ia; ezture 18 ihe ure& uimg of

the foreign ﬁraqe aspeviﬂtlon“ in the form of tpeclel
lean acgounts on wﬂ?dT@ operations, which wepe sub-
gtituted for the twe kinde of export loans in use be-
fore 1956, i; open & gpecial lean account for sxpord
operations, the foreign trade assoclsblons muet submit
to tk Gtete ﬁﬂnh & fornal oblik thon-application.

By this obligetion-gpplication the f0ﬂelgr
trode asséoiotions fransfer to the Stote Bank in pledpe
es & gecurity Tor the credits obtained by the sypeclal
loan azsceount, 811 axport goods ihey hav& witn B¢ thﬂ L&%m

o

-

!



 or abroad, or on the way abroad, as well as the*V‘claims
on foreigp buyers. At the same timeé, the sssoplations
zesent 1o an agreement that all 9m03m% An thelir favour
acerulpg from the sales of ewport goods or fob Lervices
rendered to iis fufeﬁwn acrrespondents, and mm‘er@&'iﬁ
the USSR State Bank's sesounta, wilj be placed at the
cemplete disposal of the State Benk, In the sams aprli-

 estion the asgsosistions concede to the State Bank the

- right to dadust from tbﬂ settlsment accounts of the ase
societions the amount 6u9 %a the Sﬁaie Bank fo r@@
peyment of ecradlits.

Tha State E%ﬂk'Q aredite to the fwwaﬁgn trade
3°9ﬁ“iaiiﬁn3 by special loan accounts o eyport trads
operations, may be granted for ihe fa?ls"xra nqua%eﬁ.

1) For payment of settlement Cocuments {sup-
1&&? g claims of paﬂm€ﬂt;a and overnead ﬁ“}ﬁd%GP Lolg
exporis mede in the USSR or abrouad,

2} For payments of the dehlt lettere of edvice’
from the banks of the cocuntries of the sosiallst Q’Wﬁ,
irn conneeiice with uncompleted “Fttihmﬁﬂﬁm for axport
goods, Gue to the elalims from buylag srganizations in
tnese countries for refunds of the Am&un* of bills
fer acllsetion pald by them which they do not am?xawldégﬂa

X} For pﬁym snt of debts resulting {rom the lu
oy im@cru goods tursed fu? reg-erport. |

4} For payment of the loans on letters of cred-
it 1ssued Ffor seottlerert with Scviet suppliers of the °
mx"*ﬂﬁ goods, and alse payment of debte on loans o
granted for the opening of gpecisl ascounbis.

' Special applications to the ﬁwotg Benk are not
reoulred from the sssceiations each time they recelve
‘s separate loan for & specisl losn asecuntd. "
: - The mejority of the lceans do not reculre Cobllie
gotions with & fixed date. However, sone separate ored-
~4te on epesial loan account for export operatlous are
greanted only for some fixed terms. Thus, credite on
export gaa&f in UBBR we srehcusss Are grented for ter's
ne longer then thres ﬂwnthw» 1 such geods are an
marked for sripment to the Weat. Goofs earmarked f@
ghipment ot ths Beat, rs well as iha axport goods of
the forelan trade aea sociation "Exportles’ (Luuber Ex-
portl, Lrreepeclitve of the country of deglpetion, sre
Gi?ﬂ*ta& by the State Bank for terma up to £lx wonths,
Credits for comparatively long terms are granted by
the 3+tete Bank on gonts in U8 ﬂ% warshouses only whears
the government hag granted spesial perniasion,
Iﬁ casee of expoert gooaa nhipwgd abroad witnau% &

&
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T tomiard coneignment contrast to bs offersd for sale from
wershsuses, and goods old on open angoumnt, terms of the
joans eve Tixed in accoprdance with the terns atlpulated
iy the ecorrespondling comtracts with huyers. If no rired
term sppears in the sortisct loans ave granted for a
term not erceedlug 1 year. e S
o Leens may be grested for terms up %o 2-3 years
on industrisl eguipment shipped skroad frou the UESR 1o 7
« capitalist countries cm coneigoment. In fhe case of
goeods shipped abroad withoul a feorwarding contract, or
with a forwarding contract but with gettleoment by &n
open account, 1loans to the sssociations may be granted’
only by & special permit from the Ministry of Forelgn
Trade, ‘ ' : . !

Fayments of debts on the special loan aecounta
4p the case of exrpord operstions is mude by the State
Renk and an spplication iz not renuired in eath and
myery case, Payment of such debts ls meda by the Stale
Bank walnly from recaivts from the sale of goods, and
pertly froms ‘ o : g S
 Fynds entering from the oleapring sccounta of the
scuntries of the sceciallst comp Tor the goods supplisd
o1 sgrvices rendsred, paymants for which are effected
3 the form of bills for collecticn wilh lmmedlate pay-
nent. | o SRR
. Earainge in forolgn exchange for tha expord of:
gools fold in the eapitalist countries, entering from
letters of oredit, bills for collectlon drawn Ly the
associations cn the State Bank for collectlon of pey--
ment for the sold goods, and remiitences from the for-
zign burers abroad for the sxport poods and servives
Pranderad ko them. : : e .
TFunds enterlng on gxvort settlement acecunis
gooda shipped on account of the cradit agreements.
Leans cn settlement dosuments on the woy reiate
g to settlewments for goods withdrawn from expoirt and
4 within the USSR, ' : e M
C Crediting of the ienort operstiors. The Torelen
trade appocistions dealling in import operatlons are
‘basleally azents carrying out commiesions of Soviet
guterprices for purchases of fmport goode frow abroad.
In éxecuting import operatlouns, as in the case O 6X=
wort operations, sssociations do mot recelve working
sapital of thelr own. Their edminliseirative end sundry
srpenses in connsotion with these cperatlons, are o ;
covered by the commissious they draw Irom thelr cuetomers
L eonsigaors, -and all thelr overhead expopses in connectlon .
i. : ' ‘

ana
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witih the Amport of gooda they make at the cxpende of
thelir consiFnars. . R . :
Cpunds nscessary to the assocliatlons for settle-
sents wlth the ferelgn suphlisrs for the iupord goods
are Sssved to thew in the fTorm of loans for a Lime un~
t31 the cost of the import goods is pald Tor by the
Sovlet cushomer-conslgrord. A3 forme of logns on lme
port operations are grantad o amounte of the astuval
yolas of import pooda, with the sddition of the erxpensnes
of transport to the USSH, comveriing the amounts of for-
eign exchange inlo rublea ab ihs rates of the Stale Baxk.
- Sinog 1955 the new propedures Tor eroditing have
been used Tor import operatlons as wall as for szport
operations, Frior io thls, five kinds ¢f losug were
arailable to the forsign trade assocalilond including
ioans for letters of oredit, leosns® on lmpord goods G~
proad, leans on impord goods on the way 10 the USER from
Cabroad, losns on iaport goods in UBER warehouces, &ud
1osve on gettlement documents on the way to the UAER.
' At present, iasteed of all these loang, the State
Bunk grants only itwe kinds of loans on swport operations
to the foreign trade assoclaltons: 1) Losuns used to
draw letters of credlt for settlensrts with the forelmn
farme and suppl¥ing organizallions for asupplied gosds and
carvicer renjersd by them. 2) Loana op imporie on the
way to %he USHE from abroad, as well as on imports in
storage in the USSR and ebroad, and en settlement doou-~
~ments on the wey o the USSR. T _
© 0 Yme second type of loan 1s grantsd to the forelign
trade associations in the form of special loan ascounts.
Denending upon ths teras of seottlemernt assoclatlions
nave with the foraign Tirme and suprlying orgenlzations
forelen trade sssoclstlous can use both kinds of loans
1 4import operetions or dispenge with then altogether.,
Iy erder to open & lean ageount for dpewing of
& letter of credit abroad, the foraign trade assoclations
have 6 submiit & gpecial obllpgation-epplication to .
the Ctate Penk. By thils application the foraign trede
paanciabiopy trensfer to the Shate Bauk unuead funds
they have in their asccounts in the gtate Bsank on the
letters of eradit fesued by thew abroad for payment for
goode gnd services, the dosuments for dispesal of gocds
paicd for under the lebters of credly issued by lhem,
and ihelr rights to pledges of goods palid for wnder the
. Jebters of eredit fssued by them. - R
" in the srme oblimatiem-spplication the Torelgn
trade amssoclsticne conczde to the HState Bark the righd Jd

i
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to effec? e vmanu af debts on the 1own aceoount for tha'
drawiwg of xet;rae of gredit, and in cases whers the
amount of debts on the loaw accomt excesds the of fared

; guar&ntre@g the right to deduct funds from the geftlement
- account of the fﬂzeign trade azsoclstion.,

o Separate loana fer drawiﬂg letters of c*ad%t are
granted by the State Deank apalnst declerations of the
foreign trade sssoclations regardlng lgevances of letlers
of crad#t. Laans are tosued in rubles in amounts sgual
Yo tha amount of foralgn e¢xchenge at the opcrativ& rates,

Explration dates of Lﬁttﬁfﬁ of eredit are fixad
in accordance with terie of contracts concluded by as-
-soclakiona with foreicn supplie“a» These dates may be
extended by the Stete Bank upon appllcation of the ag-
awuiaixona it sud f;vi@nt roasong are set forth. The
Cletter of credit's explry date iz 8len the expliry data
for the loan used to draw the letter of credlil.
Loans vesed to draw letters of credit are pa &
- frrom lotne oo tha &pec&al losn aceount and/mr fron re-
\*uvda of unused balences on letters of credlt. Payment
of lomne used to draw letters of cradll from thﬁ_sgaﬂxa;
tonn account on impoert goods is due to the fact that
gocds pald from the letters of credlt, while on ihe way
andé until tHey ars p&*d for by:sthe Boviet anaiguur,
are croedlited 'Ly the BState Bank. v I
o Specizl Loan Ascounts fon Imnorﬂ Goa;g. mhawe g
aancanﬁ@ are uvsed by “the State bank to eredit the for-
celgn trade LSﬁaaiatﬂaa for iwport goode on the way to
the USSE from abroad, in warehouses in the USER or
abroad, end also on saffleﬁeﬂ* documentg fow import
goods on the way to the USSR. :
To obtein & credit on speclal 1oar a:ecan = fom
imwmrt goods foreigh trade sssoclations must submil to
the State Baok an obligation-sovplication by whish they
trensfer to the latter the rights of pledge to all
memrt goods they have sbroad, on the way to the USSR
frorw abread, end in the UBSR-~in ports, rallwey statlons
warehouses, or any other . place of storage. By the :
BaAme apﬁljcz+i@ﬂ they eugage themselves to watech cloaaiy
~the movement ef thelr debt 1o the gpes 118l losn ascount,
,wa‘ ellowing use of the pledped goolis without sub-
tituting o*h@r gocds or paying the narreﬂpnvaimg par*
cf tne debt to the State Bank.
» Loans on import goode in warchousés in the US&Q
o abroad, are grented by the Statle ‘Bank to the assoc-
fations only if they have a permlt to store them from
i sorresponding devartument. Loans on ive spacLaL 1can

" L.»')I j"‘“;m.

2



L adih L' 0~ S

sopount for iuport goods are granted
of the corresponding goods and aléo O
of ths import overhesd exXxpenses.

This kind of loon is grovted b
to furnisch the forelgn trade ssgonial
nacesanyy fop setilemsnts with the fo
of import goods for & period of tlme

-

or invoice smounits
n the actusl cost

vy the Sistse Bank

tong with funde

retgn suppliere

yntil theese goods . -

ars palé for by Soviet custoners and buyers. In this:

sonmection eredits on the special lcs
imported goods are granted by the Bte
foreigys -trade sssocliatious for the pe
guppllers from the countries of the &
the goods or seyvices ronderad, with

ars pade in the form of Bills for col
missions from suppllers zbrosd, made

igportad goods suppiled or services ¥
for revittencas made by the foreign ©
soraad in payment for goods purchased
snd payment of debits on logns grantod

15 the foreign trade sssoclations for
Tetteors of credit abyread, :

As a general rule, leans on iw
the srecial loan accoupt are grantad
days. In mest cases this term ig sul
forstpn tride assoclatlons. However,
not be cleared within this tern due t
tre shipping documents necessary for
Bi11l fo & Soviet customer, which ofte
cuss of sesn transportation of twport
countriea, this loan torm ig CoOrYesnu

te have the tern prolonged by the Sia
trade zesnciations submlt an aponiicat
reasons for extension along with & ©o

dates For completicn. Sueh contreaets

n acoount for

te Benk to the
yment of Tills of
ocianlist canp for
wham‘ﬁatﬁiamﬁntaf
leotion with Ln-

- medicte payment, payment of piils for cotllection on COme

in wettlament of
andersd, payunents
rade zssoclations

on open accounk,
by the Stete Bank
the drawing of

port goods from o
for o tern of 10
fictent for the

4f thies loan cane-
¢ the sbaence of

writing up of &

r havpens ir the
poods from fer avay
ndingly prolosged.
te Bank the fOrclgn
ton gteting the
ptrant with fixed
with fixed dates

sre alue submitted by forelgn jrade associatiocns in

some other cases to obtain leans. In
reguires such contracste in the cnseé ©
gooda stered by the forelpn trads ass
houses abrond or in the UBSH. Terms
fixed in ascordance with the term of

pocds in the werehouse approved by th

us, the State Bank
¢ loang on impori
seiations in ware-
of the Josns arsg
storage of the

g department to

which the sssociatlon belongs. T the case of goodas

taoking into conslderatlion the paricd
wihich the goods will be ou the way Ir

L

T

o the way to the USBR from abroad, the term ig fixed

of time during

om the forsign pord 1

s



w5 the pors or bovder statlon of the USSR. Clearaunce

cf debts on the special loan sccount aade on ilrport

goods, lg basically efiected Ly

smounts peid by Soviet

‘customers and buyers agninst claims of payment issued
by the asacoliations on smrort goods elready shipped.

If the imported gocds ar

e intenisd Tor relexport,

clearence i effected on scsonut of p losn obtalneld

Cfrom & special loan acgounmt on
‘p2id by the Torelgn trade organ

phport goods. Funds ré-
1za%icng of the countrles

of the socisiist camp due to refusal of Sovist forelen
trade assoclsiicns to confirm the bills already paid

for by the bank, are slsp vsed for clearance.of the
sbove debts, Finally, if the amounts from the sbove -
meritioned sources arg nok gufficient, the uncleared part

of the debt is written ofl from

ef the forelgn trede sssocletlon.

C . As hes already been stat
portent princliples off erediting
fg thet the credits are gusrant
1 dabts on loans of suy glven
coed the value of the commoditi
whish were secepled by the stat
noragl progress of ihs economis
ig dsturbed. St

v' bs security for loans on

the settlement podount

ed, vue of the most lm-
in the soclallst esonory
ced by the materlal gools,
soolallst enterprlise @X-
sz and materisl goods -
a Pank, it means thet ihe
end Pinanciel activitles

swport and export opsre-

‘tions the State B,ok nccepts Llaport and export goods, |

anipping dosuments following gO

ods, cinime of asse -

eietions on Soviel customera and foreign buysrs and
Giher meteriszl goods. Sueh goods &nd rights of ¢laim

Lwsay sarve as gp,.amtees'for ore
mite of fixed storege terms, ve
Cway, and terme of corranponding
gooda in porie of the UBIR are
fnelr terp of etorspe does not
Ctompoditien end meterlal
ety on loans are shesked monthl

d4te onliy within the 1l-
riods of time on the
1esns.  Thus, iloport
secepted gs ssourliy if
erxceed one mouth. ‘
poods serving &8 SCCUre
y by the State Pank by

the balanee sheet of the forsign trade aasociation.
Rasldes, spot chacks are carrled out not less than cnca

& monta. beased on sceounting da
piopase of goods du the USSR or
they were on way, and timely el
the Forsign buyers. » .
S dhen ancessoclation fall
eot to the Stats Benk within
fieer in charge of the sesoel
jaye after this advice, the
13
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ta showing the termn of
avroad, pericds of time
sging of payments from

g to submit lte balarce
the fixed lera, the :
gtiorn ig advised, and In
Etate Rank stops payments

v111s from supplilers for export goods snd services

AT

In
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rendered, payments from the spesial aceount of the asso-
cistion, and also leanus for opeaing of speclial aceounts
and letters of credlt in the TEBH, B
T huditing of & balence sheot expoees loans whieh
ars overdus and import and export goods whlch are on way
or in steorage for terms longer then Tixed Topy then., Such
goods are excludsd by the State Bunk from the snount ac-
cepted for sacurity, which 4n its turn causcs the debte
of the association on losng Lo erceed the amounts of se-
Ceurity. Amounts of debis not covered by escurlty are
racorered by the Gtate penk from the settlament acpount
o? the agsociation, and If there are inmsufficient funds
141 this sceount, this uneovered amount of dabl 1s Lrans e
ferred to & loans overdue eccount ori which higher ine
tevest rates are chergsd. IJn case 80 association is : -
ghowing bad work, in certaln olesunstances the Siate - - -/
pank mav teke appropriate mensuras {transfer of some . “ |

enterprises showing bhad work o a special system of
., erediting and settlement), | el

‘ The syetem of forelgn irade crediting by tho
State Bank, which becane ef fentive Lo 1956, aonsldel-

auLy sioplified loan techmicues to forelend trafe A8E0-
clations, In this system the maohinery for crediiing
dmport and exmort sperations by the State rank works :
nearly autceatlically, 80 that the granting aud clealrance

of every loan does not resuire any actlve steps by the
ssaccistion, the applicaticon for the drswing of letters
of eredlt abrosd belug the only exseption. As & rule,

all lesns ere granted and cleared avolding the seltle-
rent cecourts of the &asoclatlious. Lt the sams time,
crediting of fmport and exoert operations of forelign
trade asgociations depends upoh how irhey observe ths -
nermelr terme in the turnover of goods and cettlement . .
of accounts. _ ‘ ‘ - e ~ ‘

The system of crediting by the State Bank of
foreign tirade assoelations end other so¢iallsl enter-
prises, is dealgpned to puarantce the reallty of dailly
menetary control by the State perk over tholr finsnclsl
ard economle astivity. Thls system nromotes the
strengthening of non-financed esonomic achivity end
pekes 4t possldle to secslerate, through credit furn-
over, Tunds in the forelgn +rade associatlions.. :

The advaptages ¢f & soclallst econony sual &8
socini ownershiyp of the means of pﬁqﬁuﬁtien.amd rlanned
menagement of the naticnal goonony , which excludes ‘
srarvchy of preduction, erices and ca%p&titiﬁn,,gﬁ&f&mﬁaa J.‘
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f uﬁiﬁ%arrupted progress of expanded gocialist profuction

and acoelarate the turnovaer of metertiel mesng in the

petional escrowr. Howevew, these advantages of &

socialiict cccpomy may he fully realizod only 1€ all -
socialist enrterprisss {forsign trade ascociatlions in-
oludsd) take sn nctive pert in the gteugple for atrlot
sconony, Tor inereesss o reserves in the acoromy, and

Cfor the acceleraticn of the tuvrpover of vorking sapltal.

besslerated turnover of worklog ocapital meang ad-

Cditional profuction for the entive naticngl ecouomy.

Thig acceleration erestes essential reserves, helping
to dnersse accumvletions for purpnees of capitel G-
strustions and finsnca coclal apd cultural sotivitlen,
as weall a8 fatilitatine timely recelpt of budgel lncone.
 striet esonomy aod asgelerated tvipover of ,
worklaog capiisl are impordann for & goatalist econonty

pot only in the sphere of producilon, but also in ibe
grivers of olroulation, to which foreign trafs belungs.

To attein accelerated turnover of workiug capltal
and thuys provide additionsl resoureces for ihe nabioual

guonomy, e deteilad and rrofoumd etudy of %ha stonomice
and Tinances of each forcign trade asgecistion la neg-

gnsery. Without such a etudr It io fmpossible to uie
enver the facters which tend to asgelerate the turnover
- of vorking sapltal spd reduca cirsulaltion expsuges in-
Torelsn rade. ‘ ‘ ‘

 Herious attentiocu to the problens of financlial
econcny of moclallst enteorprises (forelgn trade 8s30-
ciations ireluded), end ivnculsation Iln thelr work of

prplet ensonoar, will be of the greatest importencs

tq the ali-out etruggle for Tulliliment and ovaer-fuls
fi1iment of the USSR @ ssven yoar olse of develcopment

for the years 195G-1468,

o




